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ABSTRACT: Rising health care costs affect everyone, but pose a particular problem for low-
wage workers and their families. Few of these workers are eligible for public insurance programs 
or can afford to purchase private insurance, and they are less likely than high-wage workers to 
work for companies offering health coverage. Using data from the Medical Expenditure Panel 
Survey, this report finds that, between 1996 and 2003, low-wage workers were more likely than 
high-wage workers to be uninsured and to spend a proportionally higher share of family income 
on out-of-pocket health costs. They were less likely to have a usual source of care, less likely to 
have received preventive services, used fewer health care services overall, and were less likely to 
use the latest generation of medical technologies (e.g., prescription drugs approved within the 
prior 20 years). They were also more likely to report worse general and mental health than high-
wage workers. 
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THE WIDENING HEALTH CARE GAP BETWEEN 
HIGH- AND LOW-WAGE WORKERS 

 
 
Overview 
Between 1996 and 2003, the per capita cost of health care in the United States increased 
by nearly 28 percent, adjusted for inflation. These rising costs affect everyone, but pose a 
particular problem for workers who earn low wages. Few of these workers—or their 
family members—are eligible for public health insurance programs or can afford to 
purchase private coverage in the non-group market. Like all U.S. families, low-wage 
workers must rely on the provision of health insurance by their employers. Because low-
wage employees are less likely to work for a company that offers coverage, to be eligible 
for such coverage, or likely to afford it, many go without insurance altogether.1 Families 
of low-wage workers constitute a majority of uninsured people in the United States. 
Using the Medical Expenditure Panel Survey data (MEPS), this study examines how low-
wage workers have fared over the 1996–2003 period, in terms of health insurance, out-of-
pocket costs, access to care, and health-related outcomes. Throughout this study, low-
wage workers are defined as those earning below the 20th percentile of the hourly wage 
distribution for full-year, full-time, non-self employed civilian workers, or below $9.80 in 
2003. High-wage workers are defined as those with hourly earnings above the 20th 
percentile (see Methodology for details). 
 

Low-wage workers have tended to fare worse than high-wage workers, in terms 
of coverage, health care use, and health outcomes.2 This report finds that compared with 
high-wage workers, low-wage workers are more likely to be uninsured, spend a 
proportionally higher share of family income on out-of-pocket health costs, are less likely 
to have a usual source of care, are less likely to have received preventive services, use 
fewer health care services overall, and are less likely to be using the latest generation of 
medical technologies (e.g., prescription drugs approved within the prior 20 years). They 
are also more likely to report worse general and mental health than high-wage workers. 
With the costs of health care increasing, the gap between high-wage and low-wage 
workers has widened over the 1996–2003 period. 
 
Socioeconomic Characteristics of Low-Wage workers 
The demographics of the low-wage, full-time, full-year working population changed 
substantially between 1996 and 2003. By 2003, the population included fewer women 
(although women continue to constitute a majority of low-wage workers), substantially 
fewer whites, and many more Hispanics (Table 1). The share of Hispanic, high-wage 
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workers also increased over this period, but the increase was only one-third that of the 
low-wage group. In addition, the entire workforce aged over this period. A larger share of 
both the low-wage and high-wage groups were over 45 and over 55 in 2003 than in 1996, 
and fewer fell into the 35–44 age range. The low-wage work force was more poorly 
educated in 2003 than in 1996. In 2003, one-quarter of low-wage, full-time, full-year 
workers had not completed high school, compared with 18 percent in 1996 (Table 1). 
 
Health Insurance Coverage and Out-of-Pocket Expenses 
Between 1996 and 2003, health insurance coverage among low-wage workers 
deteriorated considerably, with most of the decline occurring after 2000. (Figure 1, Table 
2). Between 2000 and 2003, the full-year uninsured rate for low-wage workers rose by 9 
percentage points, climbing from 22 percent to 31 percent. 
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*Low-wage defined as below 20th percentile wage of all full-time, full-year, non-self-employed civilian workers.
Source: Authors’ analysis of the Medical Expenditure Panel Survey, 1996 and 2003.
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In contrast, coverage patterns for higher-wage workers were nearly identical in 
2003 and in 1996. For full-time workers with wages above the 20th percentile, only 5 
percent were uninsured in 1999 (Table 2). By 2003, the rate was one percentage point 
higher, at 6 percent. Full-year employer-sponsored insurance coverage for this group 
fluctuated by only one percentage point over this period. The difference in the uninsured 
rates between high- and low-wage workers in 2003 was 25 percentage points (6% vs. 
31%), compared with only 16 percentage points in 1996 (8% vs. 22%).3 The widening 
gap primarily reflects a substantial decline (4 percentage points) in the share of low-wage 
workers with full-year employer-sponsored coverage (Table 2). 
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The financial burden for low-wage workers rose concurrently with the decline in 
health insurance coverage. Family out-of-pocket costs rose for all workers over this 
period, but the rate increased slightly more for low-wage than for higher-wage workers 
(Table 2). By 2003, about 16 percent of low-wage workers had family out-of-pocket 
costs exceeding 5 percent of their family income, compared with 10 percent in 1996. In 
contrast, by 2003, about 9 percent of high-wage workers had such costs, up from 6 
percent in 1996. 
 
Access to Care and Routine Health Service Utilization 
Higher-wage workers used more health care services at the end of this period than at the 
beginning, but for low-wage workers, access to services declined. Fewer low-wage 
workers visited a physician in 2003 than in earlier years, fewer used three or more 
prescription medications, and fewer reported having a usual source of care (Table 3). 
These changes do not simply reflect changes in the composition of the populations, such 
as age, sex, and race. Controlling for demographic characteristics, we find that the gap 
between high-wage and low-wage workers in terms of the likelihood of visiting a 
physician and having a usual source of care increased between 1996 and 2003. 
 

In the period between 1996 (when these questions were first asked) and 2003, 
high-wage workers saw substantial improvements in receipt of preventive health care 
services, but low-wage workers experienced only small improvements or deteriorations. 
The percentage of high-wage workers who had their blood pressure checked increased by 
from 77 percent to 81 percent, the share reporting a cholesterol check increased from 42 
percent to 52 percent, and the percentage reporting a routine check-up increased from 43 
percent to 58 percent. (Table 4). In contrast, a smaller share of low-wage workers 
received preventive services in 1996 and this group saw much smaller improvements 
over the period. The share of low-wage workers who had their blood pressure checked 
fell from 70 percent to 66 percent, the share reporting a cholesterol check rose from 33 to 
36 percent, and the percentage reporting a routine check-up increased from 38 to 43 
percent. The gap between high-wage and low-wage workers regarding the likelihood of 
receiving a blood pressure check increased over this period, after controlling for changes 
in demographic characteristics. By 2003, a high-wage worker was about 35 percent more 
likely to have had a routine check-up than was a low-wage worker, up from a 13 percent 
disparity in 1996 (calculated from Table 4). 
 
Use of High-Cost Health Services and Recently Introduced Medications 
Another way to measure access to care is to consider the total level of health care 
expenditures and the use of new medical technologies. Low-wage workers consistently 
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spend less than high-wage workers do (Figure 2). In the late 1990s, health care spending 
for both groups stabilized at about $1,700 per year for high-wage workers and $1,450 for 
low-wage workers. Since 1999, however, spending by high-wage workers has grown 
rapidly. By 2003, it had nearly doubled, reaching more than $2,800 per year. In contrast, 
spending for low-wage workers increased by only about $200 over this period, rising to 
$1,629. The gap in annual spending between low- and high-wage workers increased by 
more than tenfold—from $110 in 1998 to almost $1200 in 2003. In multivariate analyses, 
the increase in the spending gap between high and low wage workers between 1996 and 
2003 is significant at p<0.01. 
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Health care analysts largely agree that the main force driving up health care costs 
is the introduction of new medical technologies.4 One source of the gap in overall health 
care spending is the difference between high and low-wage workers’ use of new 
prescription pharmaceuticals, which is one measure of medical technology. Prior research 
has documented that the use of newer drugs is associated with higher rates of survival.5 
Figure 3 illustrates the use of prescription medications introduced within the past 20 
years by low-wage and high-wage workers.6 High-wage workers tend to use newer drugs 
at higher rates than do low-wage workers, with the gap widening considerably over the 
1996–2003 period. By 2003, 23 percent of prescription drugs used by high-wage workers 
were less than 20 years old compared with 15 percent of those used by low-wage workers. 
 

 5



THE 
COMMONWEALTH

FUND

17 16

19 18 19

22 22
23

15
13

1514
1313

11 11

0

5

10

15

20

25

1996 1997 1998 1999 2000 2001 2002 2003

High-wage
Low-wage

Figure 3. Use of Prescription Medications <20 Years Old, 
by Year and Wage Status
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Source: Authors’ analysis of the Medical Expenditure Panel Survey, 1996–2003.  
 
Health Status 
Figures 4 and 5 illustrate patterns in self-reported general health and mental health status. 
Low-wage workers are consistently less likely to report excellent general or mental health 
than are high-wage workers. Over the 1997–2003 period, the health status of both groups 
of workers declined, likely due to the aging of both populations. However, the decline in 
health and mental health status among low-wage workers has been slightly, but not 
significantly, greater than for high-wage workers. 
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Discussion 
Since the mid-1990s, the gap in insurance coverage between low-wage and high-wage 
workers has been growing, accompanied by a reduction in access to the health care 
system. Low-wage workers became less likely to have coverage through their jobs and 
more likely to be uninsured. Today, low-wage workers are less likely to visit physicians 
and less likely to have a regular source of care. They have made only small 
improvements in terms of receiving basic preventive services (i.e., cholesterol screenings 
and routine check-ups), and in some cases, their receipt of services (i.e., blood pressure 
checks) has deteriorated. 
 

These lower rates of access have translated into a widening disparity in spending 
rates. By 2003, high-wage workers spent about $1200 more annually on health care 
services than did low-wage workers. The lower spending rate reflected a decreased rate 
of use of innovative medical technologies. Low-wage workers were increasingly less 
likely to use a prescription medication approved in the past 20 years than were high-wage 
workers. They were also substantially more likely to report poor mental or physical 
health than were high-wage workers. 

 
An important reason for differences in out-of-pocket costs and access to services 

between high and low wage workers is the difference in their rates of health insurance 
coverage. Indeed, many (though not all) of the growing gaps we describe above disappear 
once we control for the growing gap in health insurance coverage. The availability of 
publicly funded coverage and safety net services has not been enough to eliminate the 
effect of access to and use of care due to the decline in private health insurance. 

 
Socioeconomic disparities in health and health care have increased over the past 

century.7 Because of reverse causality between health and income, most researchers 
focus on disparity in education and its impact on health. In the United States, individuals 
with high educational attainment benefited from the increases in life expectancy achieved 
in the 1980s and 1990s. During the same periods, the gap between better-educated and 
less-educated people increased by 30 percent.8 The results from this report are consistent 
with these findings. Low-wage workers, who typically have low educational attainment, 
have not benefited as much as have high-wage workers from improvements in access and 
in medical technologies since 1996. In addition, this report shows that these income-
related disparities in access and utilization are increasing, even within the last decade. 
While the quality and effectiveness of our health care system have advanced along many 
dimensions, low-wage workers—particularly the lowest quintile of the full-time working 
population—have benefited little or not at all from these improvements. 
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Methodology 
To examine the health insurance and health care experiences of full-time, full-year low-
wage workers over time, this report uses data from the 1996–2003 Medical Expenditure 
Panel Survey (MEPS). MEPS provides consistent longitudinal data on the insurance 
status, service utilization, and health-related outcomes of the U.S. population. This report 
focuses on full-time, full-year workers. Low-wage workers are defined as those who earn 
less than the 20th percentile hourly wage of all full-time, full-year, non-self-employed 
civilian workers.9 The cut-off wages range from $7.45 in 1996 to $8.38 in 2003 (in 1996 
dollars). In 2003 dollars, the wage cut-off in 2003 was $9.80. Any worker who is not a 
low-wage worker is defined as a high-wage worker. In 2003, the average wage of low-
wage workers was $6.03 and the average wage of high-wage workers was $16.84 (in 
1996 dollars). 

 
This report examines the sample of workers who participate in the survey for two 

years. Our descriptive analyses of health insurance and service use examine the sample of 
workers who have just entered the MEPS survey and are in their first sample year. In the 
outcomes analyses, this report examines how low-wage status in the first sample year 
affects outcomes in the second sample year. For the health status analysis, we assign 
individuals to wage status based on their earnings in the year prior to the health status 
measure. We do this to avoid identifying changes in wages that are caused by health 
status (rather than the reverse). 
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APPENDIX 
 
 

Table 1. Characteristics of Full-Time Full-Year Workers by Year and Wage Status 
  1996 1997 1998 1999 2000 2001 2002 2003 
LOW-WAGE         
Gender         
Men 44% 45% 43% 50% 47% 45% 49% 46% 
Women 56 55 57 50 53 55 51 54 
Race               
White 62 60 60 61 56 52 53 52 
Black 15 15 17 15 18 17 15 15 
Hispanic 18 21 20 21 23 25 25 26 
Other 5 3 4 4 4 6 7 7 
Age               
18–24 23 22 27 24 23 20 23 22 
25–34 29 27 22 28 26 26 27 26 
35–44 25 22 24 26 24 28 21 21 
45–54 16 19 18 13 18 20 18 20 
55–64 7 9 10 9 8 7 11 10 
Education               
<HS 18 22 19 25 26 25 24 25 
HS/GED 49 49 52 48 46 49 48 46 
Some college 23 20 21 19 19 18 20 21 
College+ 10 9 9 9 9 8 9 9 
HIGH-WAGE              
Gender               
Men 59% 59% 59% 56% 57% 60% 59% 57% 
Women 41 41 41 44 43 40 41 43 
Race               
White 78 78 77 77 77 73 73 73 
Black 10 11 12 11 10 11 10 10 
Hispanic 8 8 8 8 9 11 10 10 
Other 4 4 4 4 4 5 6 6 
Age               
18–24 6 7 8 7 6 7 6 6 
25–34 29 28 27 25 26 26 25 26 
35–44 33 33 32 31 31 30 30 28 
45–54 24 23 24 26 27 26 27 26 
55–64 8 9 10 11 10 11 12 14 
Education               
<HS 6 5 5 6 5 7 5 5 
HS/GED 35 32 35 32 35 34 34 30 
Some college 25 28 24 25 23 23 23 25 
College+ 35 35 36 37 37 36 37 40 
Note: Low-wage is defined as below 20th percentile wage. 
Source: Medical Expenditure Panel Survey, 1996–2003; first-year sample only. 
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Table 2. Health Insurance Coverage and Out-of-Pocket Costs of 
Full-Time Full-Year Workers by Year and Wage Status 

  1996 1997 1998 1999 2000 2001 2002 2003 
LOW-WAGE              
ESI-own full year 37% 32% 32% 33% 39% 35% 34% 33% 
ESI-own part year 16 15 16 15 15 15 14 14 
ESI-other full-year 11 10 13 11 10 11 8 12 
Other private full-year 3 4 1 3 2 2 4 1 
Public full-year 3 4 6 3 5 4 5 4 
Uninsured full year 22 29 25 25 23 26 26 31 
Other insurance 8 5 7 9 6 7 9 6 
Family OOP >5% 

family income 10% 14% 9% 11% 13% 15% 15% 16% 
HIGH-WAGE              
ESI-own full year 71% 70% 69% 72% 70% 70% 71% 72% 
ESI-own part year 10 11 11 10 11 10 10 9 
ESI-other full-year 9 9 10 9 9 9 9 10 
Other private full-year 2 1 1 1 1 1 1 1 
Public full-year 1 1 1 1 1 1 1 1 
Uninsured full year 6 6 6 5 6 7 6 6 
Other insurance 2 2 2 1 2 2 1 2 
Family OOP >5% 

family income 6% 8% 6% 7% 7% 8% 9% 9% 
Note: Low-wage is defined as below 20th percentile wage. 
ESI-own = own employer-sponsored insurance; ESI-other = family member’s employer-sponsored insurance. 
Source: Medical Expenditure Panel Survey, 1996–2003; first-year sample only. 
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Table 3. Access to Services for Full-Time Full-Year Workers by Year and Wage Status 
 1996 1997 1998 1999 2000 2001 2002 2003 
LOW-WAGE         
One or more MD visits 57 53 56 54 55 57 53 53 
Three or more prescriptions 37 36 36 33 38 41 38 36 
Primary usual source of care 62 N/A N/A 59 63 61 58 58 
HIGH-WAGE         
One or more MD visits 67 66 65 68 67 67 68 69 
Three or more prescriptions 43 41 42 46 45 48 48 49 
Primary usual source of care 73 N/A N/A 75 74 74 72 75 

Note: Low-wage is defined as below 20th percentile wage. 
Source: Medical Expenditure Panel Survey, 1996–2003; first-year sample only. 
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Table 4. Use of Preventive Health Services for Full-Time Full-Year Workers 
by Year and Wage Status 

 1996 1997 1998 1999 2000 2001 2002 2003 
LOW-WAGE  N/A  N/A     
Blood Pressure Check         
Within past year 70%  67%  70% 71% 69% 66% 
Never 4  4  5 4 5 4 
Cholesterol Check         
Within past year 33  30  33 38 35 36 
Never 42  45  37 36 37 38 
Routine Check         
Within past year 38  42  46 51 48 43 
Never 13  12  12 13 12 15 
HIGH-WAGE  N/A  N/A     
Blood Pressure Check         
Within past year 77%  78%  79% 79% 81% 81% 
Never 1  1  1 2 1 1 
Cholesterol Check         
Within past year 42  44  49 49 49 52 
Never 24  25  19 21 18 18 
Routine Check         
Within past year 43  43  57 56 55 58 
Never 6  7  7 6 6 6 

Note: Low-wage is defined as below 20th percentile wage. 
Source: Medical Expenditure Panel Survey, 1996–2003; first-year sample only. 
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