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EXECUTIVE SUMMARY 

 

A generally unreported phenomenon in recent years is the increasing number of 

U.S. workers in large firms who lack health insurance. Although large employers are 

much more likely than small ones to offer health coverage, recent evidence suggests that 

large-firm workers and their dependents comprise a significant and growing share of the 

working uninsured. 

 

A combination of factors seems to be responsible for falling health coverage rates 

within large firms: the decline in manufacturing jobs and unionization rates, restrictions 

placed on benefit eligibility and higher employee premium contributions, as well as service 

industry trends and the changing structure of large corporations. Because it is likely to 

persist, this trend has important implications for policies designed to reduce the number of 

uninsured Americans. 

 

This report profiles uninsured workers in large firms, compares their characteristics 

with other groups of uninsured, and assesses health coverage trends in small, mid-sized, 

and large firms. It also analyzes labor market changes that could affect this pattern. Major 

findings are summarized below. 

 

Uninsured Workers in Large Firms: A Growing Group 

 Significant proportion of the uninsured. In 2001, about 9.6 million, or 26 

percent, of the nation’s uninsured worked in, or had a family member working in, 

a large firm. This number exceeded the number of low-income uninsured children 

targeted by the State Children’s Health Insurance Program (CHIP) (6.3 million), 

the number of unemployed and uninsured adults (3.9 million), and the number of 

older adults ages 55 to 64 lacking insurance (3.2 million) in that year. 

 Growing share of uninsured workers. From 1987 to 2001, the proportion of 

uninsured workers who were employed by firms with 500 or more employees 

grew from 25 percent to 32 percent (Figure ES-1). The proportion working in 

small businesses (fewer than 100 employees) or mid-sized ones (100 to 499 

employees) declined. The rate of uninsured workers in large firms increased by 

57 percent (from 7% to 11%), compared with a 25 percent increase for small firms 

and a 27 percent increase for mid-sized firms. 
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Source: Authors’ analysis of March Current Population Survey, 1988–2002.

Figure ES-1. Share of Uninsured Workers
by Firm Size, 1987 2001

61 57

14 12

25 32

0

20

40

60

80

100

1987 2001

Large (500+)
Medium (100–499)

Small (<100)Percent

 
 

Similarities and Differences with Small-Firm Workers 

 Similar low income profile as small-firm workers. Generally, uninsured 

workers working for large employers, much like their counterparts in small 

employers, have low incomes and are less likely to be married than insured 

workers. Over two of five (46%) low-income workers working for large 

employers had a time uninsured during the year (Figure ES-2). Compared with 

insured workers in large employers, uninsured workers are more likely to work 

part-time and be employed in industries that are less likely to offer coverage. 
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Figure ES-2. Insurance Coverage of Workers
in Large Firms by Household Income,

Percent Uninsured During 1998

Source: Authors’ analysis of 1998 Medical Expenditure Panel Survey Full-Year File.
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 Greater access to job-based coverage. Among private sector businesses, large 

firms are more likely than small ones to offer their workers coverage. The largest 

firms (1,000 or more employees) are 9.7 times more likely than the smallest firms 

(fewer than 25 employees) to offer health insurance. The relationship between size 

and likelihood of offering coverage was even stronger when looking at the 

establishment level (an establishment is a whole or part of a firm at a single 

location). Large establishments (500 to 999 employees) were 11.4 times more 

likely than small establishments (fewer than 25 employees) to offer health 

insurance. Among large businesses, those with multiple, smaller establishments 

were less likely to offer coverage than those with a single establishment. 

 

 Fewer getting coverage through own jobs. The decline in coverage among 

workers working for large employers has been concentrated among private sector 

firms. From 1987 to 2002, the proportion of private sector workers in large firms 

who were insured through their own job fell—from 71 percent to 66 percent. The 

rate for small-firm workers remained stable at approximately 46 percent, while it 

fell slightly, from 64 to 63 percent, for workers in mid-sized firms. 

 

 Access to job-based coverage matters. More than 70 percent of uninsured 

workers in large firms reported they lacked access to job-based health coverage. 

Forty-four percent of large-firm workers who were not offered coverage by their 



 

 x

employers were uninsured. Similarly, 47 percent of workers in small firms who 

were not offered coverage were also uninsured. 

 

Impact of a Changing Labor Market for the Private Sector Workforce 

 Stagnant wage growth in large firms. While the proportion of workers with 

low income (less than 200 percent of poverty) declined in small and mid-sized 

firms from 1987 to 2001, the proportion remained the same—about 20 percent—

in large private sector firms. Low income is strongly tied to lack of health 

insurance coverage. 

 Decline in unionization rates. The rate of workers who are union members 

declined by one-third in large firms between 1987 and 2001—a greater decline 

than in small and mid-sized firms. In fact, in 2001, the proportion of large-firm 

workers who were union members was lower than the proportion in mid-sized 

firms. 

 Decline in manufacturing jobs. Between 1987 and 2001, the proportion of 

workers in manufacturing jobs declined by 2 percentage points in small firms, 

8 percentage points in mid-sized firms, and 11 percentage points in large firms. 

 Increase in the ratio of establishments per firm. The number of 

establishments per firm increased from 1.21 in 1988 to 1.25 in 1999. Over the 

same period, the rates at which health insurance was offered and the rates at which 

workers were insured in small establishments fell. Given evidence that large firms 

are increasingly made up of a number of small establishments, the decline in access 

to coverage in small establishments could be contributing to the increase in 

uninsured workers in large firms. 

 Which factors matter most? About 60 percent of the rise in both the 

proportion and rate of uninsured workers nationally who are employed by large 

firms can be attributed to the decline in manufacturing jobs and unionization rates. 

 

These findings suggest that to reduce the number of uninsured, policymakers will 

have to address growing gaps in employee health coverage at large firms. Reforms to 

achieve this goal include removal of barriers to coverage in firms that generally offer health 

benefits (e.g., waiting periods and restrictions for part-time workers); allowing large-

business workers to participate in alternative group health coverage options (e.g., the 

Federal Employees Health Benefits Program); and requiring that all large firms offer and 

possibly contribute to coverage of employees. The study also suggests that policies to assist 

low-income people in affording health insurance should not exclude those who work in 

large firms. Doing so could leave millions of Americans without health coverage. 
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THE GROWING SHARE OF UNINSURED WORKERS 

EMPLOYED BY LARGE FIRMS 

 
INTRODUCTION 

Efforts to reduce the number of uninsured Americans have typically focused on small firms 

because they employ the majority of uninsured workers (Ginsburg, 1998; Yegian, 2002; 

Nichols, 1997). In 2001, approximately 68 percent of uninsured workers were in firms 

with fewer than 500 employees, 57 percent in firms with fewer than 100 employees, and 

41 percent in firms with fewer than 25 employees.1 Small firms are less likely to offer 

health insurance to their workers: in 2003, about 65 percent of businesses with three to 

199 workers offered health insurance, compared with 98 percent of those with 200 or 

more employees (Kaiser/HRET, 2003). As a consequence, federal and state policymakers 

have rallied around efforts to promote insurance among small-firm workers (107th 

Congresses, 2002a and 2002b; Silow-Carroll, 2001; Rosenberg, 2002; Yegian, 1998). 

 

Less attention has been devoted to uninsured workers in large firms. While fewer 

in number than those in small and mid-sized firms, large-firm employees without health 

coverage comprise a significant and growing proportion of the uninsured population. 

Approximately 9.6 million uninsured Americans are associated with businesses with 500 or 

more employees, and evidence presented in this study suggests that growth in this group 

of uninsured has been rapid and may continue to be so. 

 

The recession that began in 2001 disproportionately affected large firms—not just 

by reducing jobs, but also by reducing benefits. Businesses with 200 or more employees 

were significantly more likely to report that health insurance was their greatest concern 

(65 percent reported this, versus 53 percent of small firms) (Kaiser/HRET, 2002). Large 

firms were three times as likely as small firms to report that they were very likely to 

increase employees’ share of premiums as a way to control costs (Kaiser/HRET, 2003). 

 

Understanding the characteristics of uninsured workers in large firms, as well as 

trends in their health insurance coverage, is critical for assessing gaps in our coverage 

system and designing policies to fill them. Both incremental and comprehensive reform 

proposals often concentrate on employees of small firms and those without access to job-

based coverage. Such policies may miss an important gap in coverage and forgo 

opportunities to possibly reduce the number of uninsured in large firms. 

 

                                                 
1 These numbers include workers who are not self-employed and who earned at least $3 an hour (in 

2000 dollars). 
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This report examines the characteristics of the uninsured in large firms and why 

they comprise a growing proportion of the uninsured. (See Appendix for methodology.) 

It profiles the uninsured in large firms to identify similarities and differences between this 

group and other groups of uninsured. In addition, it assesses coverage trends in small, mid-

sized, and large private sector firms from 1987 to 2001, as well as labor market trends that 

could affect this pattern. Firms are generally divided into three groups: small (fewer than 

100 workers), mid-sized (100 to 499 workers), and large (500 or more workers). Some of 

the analyses were conducted both at the firm and establishment level or, because of data 

limitations, at the establishment level only. Specific trends in the U.S. large-firm labor 

market that could affect health coverage include: (1) workers’ poverty levels; (2) the 

decline in rates of unionization; (3) the shift in U.S. industries away from manufacturing 

and toward the service sector; and (4) the relationship between firms and their component 

establishments (an establishment is a whole or part of a firm at a single location). 

 
UNINSURED WORKERS IN LARGE FIRMS: SCOPE OF THE PROBLEM 

Number of Uninsured in Large Firms 

In 2001, about 9.6 million, or 26 percent, of the nation’s uninsured worked in or had a 

family member working for a large employer (Table 1). This includes 2.7 million of the 

nation’s 9 million uninsured children. These 9.6 million uninsured Americans represent 

nearly one of 11 workers and dependents in large firms—a smaller proportion than that in 

small firms (24%), but surprisingly high given that large firms are typically generous in 

their employee benefits. 

 

The number of uninsured associated with large employers is equal to or exceeds 

the number of uninsured targeted by recent policy initiatives. It is more than the 6.3 

million low-income, uninsured children who are the focus of the State Children’s Health 

Insurance Program (CHIP) (U.S. Census Bureau, 2002). It exceeds the number of 

unemployed people who are uninsured—3.9 million, a number that has increased during 

this recession (Etheridge and Dorn, 2003). It is more than twice the number of uninsured 

adult ages 55 to 64 (3.2 million) who are the focus of Medicare buy-in policies (U.S. 

Census Bureau, 2002b). And it is higher than the Bush Administration’s estimates of the 

number of uninsured who would benefit from the president’s individual tax credit 

proposal (4 million) (Executive Office of the President, 2003). As such, the uninsured in 

large firms seem to be a group worthy of policy attention. 

 

Proportion of Uninsured in Large Firms 

From 1987 to 2001, the proportion of uninsured workers nationwide who were in firms 

with 500 or more employees increased from 25 percent to 32 percent (Figure 1). 
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Meanwhile, the proportion of uninsured in small and mid-sized firms declined. This trend 

is a reflection of two factors. First, the proportion of workers employed by large firms rose 

from 46 percent in 1987 to 48 percent in 2001. Second, the uninsured rate increased 

across the board. However, even if the share of workers across firm sizes had remained at 

1987 levels, the share of the uninsured employed by large firms would still have increased 

over this period. This increase in the proportion of uninsured workers working for large 

employers was concentrated in large, private sector firms. 

 

Source: Authors’ analysis of March Current Population Survey, 1988–2002.

Figure 1. Share of Uninsured Workers by Firm Size, 
1987 2001
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Uninsured Rate in Large Firms 

Although uninsured rates have risen at firms of all sizes, they appear to have risen fastest 

among large-employer workers (Figure 2). Including public and private sector workers, 

from 1987 to 2001, the uninsured rate increased from 20 percent to 25 percent in small 

firms, from 11 percent to 14 percent in mid-sized firms, and from 7 percent to 11 percent 

in large firms, according to the March Current Population Survey (CPS). Small firms 

experienced the largest percentage-point increase in their proportion of uninsured, but the 

rate of increase was greatest in large firms. The uninsured rate among large firms increased 

by 57 percent, compared with 25 percent in small firms and 27 percent in mid-sized firms. 
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Source: Authors’ analysis of March Current Population Survey, 1988–2002.
 

 

Profile of Uninsured in Large Firms 

To get a sense of the characteristics of uninsured employees in large firms, they were 

compared with uninsured workers in small firms (Table 2). Like other workers without 

health coverage, the uninsured in large firms have disproportionately low incomes. In 

2001, 20 percent were poor and 53 percent had income below 200 percent of the poverty 

threshold (about $38,800 for a family of four in 2003). A slightly higher proportion of 

uninsured workers in small and mid-sized firms had income below 200 percent of 

poverty (57%). 

 

Indeed, the problem of uninsurance in large firms is concentrated among low-

income workers. While 46 percent of low-income workers in large firms are uninsured 

for some time during the year, only 14 percent of middle- and 8 percent of high-income 

workers in large firms are uninsured at any point during the year (Figure 3). 

 

Uninsured workers in large firms differed somewhat from other uninsured workers 

in terms of their family status: they were slightly more likely to be single than uninsured 

workers in small firms (65% vs. 59%). By contrast, only 40 percent of workers who were 

insured through large firms were single. 
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Figure 3. Insurance Coverage of Workers in Large Firms 
by Household Income, Percent Uninsured During 1998

Source: Authors’ analysis of 1998 Medical Expenditure Panel Survey Full-Year File.
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While the sociodemographic profile of uninsured workers in large firms did not 

differ markedly from that of other uninsured workers, work patterns did. Uninsured 

employees of large firms were slightly more likely to work part-time than were those 

working in small firms (32% vs. 29%). Large-firm workers without insurance were nearly 

twice as likely to work part-time as were their insured counterparts (32% vs. 17%). Type 

of employment varied across these groups as well. Compared with those in small firms, 

uninsured workers in large firms were more concentrated in retail jobs (34% vs. 23%). A 

greater proportion of the uninsured who worked in small or mid-sized businesses were in 

agricultural or construction jobs. 

 

Duration of Uninsured Periods 

Lack of health insurance is more likely to be a temporary problem for workers in large 

businesses than it is for workers in small businesses, mainly because large-firm employees 

have greater access to job-based coverage. In 1998, about 43 percent of full-time workers 

in large establishments (defined here as 100 or more employees) who were uninsured in 

January gained some type of health insurance during the course of the year.2 By contrast, 

only 27 percent of workers in small establishments gained coverage during the year. 

 

                                                 
2 Note that, due to data limitations, we switched from using “firms” as the unit of analysis to 

“establishments,” and that a large firm is defined as having 100 or more employees rather than 500. 
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In both small and large establishments that offered their employees health insurance, 

about two-thirds of workers who were uninsured in January gained job-based coverage at 

some point that year. In firms not offering coverage, only 12 percent of workers in small 

establishments and 15 percent in large establishments gained coverage during the year. 

Income level does not appear to be a significant reason for the longer uninsured periods 

experienced by small-firm workers: about half of low-income, uninsured workers (below 

200 percent of poverty) in both large and small businesses that offer health benefits 

enrolled in coverage during the year (Table 3). This suggests that poorer access to job-

based insurance is a principal reason why small-firm employees have longer gaps without 

health coverage. 

 

Coverage Obtained Through Employee’s Own Firm—Private Sector Workforce 

Among all large employers, most of the change in coverage rates over time reflects shifts in 

coverage patterns for large private sector firms. Over the fifteen years 1987 to 2001, the 

rate at which large, private sector workers actually got coverage through their 

employment has declined, with large-firm workers faring much worse than workers at 

small or mid-sized firms. The rate at which workers were insured through their own job 

remained stable for small firms (about 40%), fell slightly for mid-sized firms (64% to 63%), 

and fell more dramatically for large firms (from 71% to 66%) (Figure 4). 

 

Figure 4. Trend in Workers with Insurance Through 
Own Job by Firm Size, 1987 2001
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ACCESS TO HEALTH COVERAGE AT LARGE FIRMS 

Access to Health Coverage in Large Firms 

There are three basic explanations for why workers may not have health insurance: 

(1) they declined coverage when it was offered; (2) they are not eligible for the coverage 

offered by their employer; or (3) their firm does not offer health benefits. Surveys of 

employers show that the overwhelming percentage of large firms offer coverage 

(Kaiser/HRET, 2003). Surveys of workers, however, suggest that the majority of those 

at large firms who are uninsured were not offered health coverage. 

 

In 1998, 71 percent of uninsured workers in large firms were not offered health 

benefits by their employer, lower than the 84 percent of uninsured workers in small to 

mid-sized firms who were not offered coverage (Table 4). An additional 15 percent of 

uninsured workers in large firms were not eligible for the health benefits available to other 

employees. The remaining 14 percent of the uninsured in large firms were eligible for 

their employer’s health benefits but declined them. 

 

There appears to be little association between firm size and take-up of coverage 

among those employees who are offered health insurance. Of the 20 percent of all 

workers in large firms not offered health coverage through their job in 1998, 44 percent 

were uninsured. Similarly, of the 40 percent of workers in small firms not offered 

coverage, 47 percent were uninsured (data not shown). 

 

Low-income workers in large firms are less likely to be offered employer 

sponsored insurance than are higher income workers in these firms. Only 67 percent of 

low-income workers in large firms are offered employer sponsored insurance whereas 

89 percent of mid- and high-income workers in large firms are offered health insurance 

by their employer. The following discussion examines the factors contributing to the 

increase in the uninsured rate for employees in large private sector firms. 

 

Why Do Some Large Firms Offer Coverage While Others Do Not? 

A firm’s size is linked to its likelihood of offering health insurance to its employees. With 

health insurance, economies of scale matter. Studies suggest that in addition to large 

groups’ ability to spread risk, their administrative costs are lower (Pauly, Percy, and 

Herring, 1999). But features other than size also affect whether an employer offers 

coverage; in fact, recent research suggests that workers’ income is a better predictor of lack 

of health benefits than firm size (Ferry et al. 2001). In addition, the likelihood of an 

establishment offering health coverage is 20 percent higher in manufacturing than in 
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service jobs, and 60 percent higher if some workers are union members, according to the 

National Center for Health Statistics (1997). 

 

Using regression analysis to assess the relative importance of factors affecting access 

to job-based coverage, we found that both firm and establishment size are significantly 

associated with insurance offer rates—even after controlling for key worker and employer 

characteristics (see Appendix Table A-1). The largest firms (1,000 or more employees) had 

9.7 times greater odds of offering health insurance than the smallest firms (fewer than 25 

employees). Large establishments (500 to 999 employees), meanwhile, were found to 

have 11.4 times greater odds of offering coverage than small establishments (fewer than 

25 employees). 

 

Employee income, unionization, and type of job mattered as well. Compared with 

establishments whose average payroll per employee was less than $12,000, those with an 

average payroll of $12,000 to $25,000 had more than twice the odds of offering health 

insurance. Establishments whose average payroll was $25,000 to $50,000 had more than 

three times the odds of offering health insurance. Establishments where any employees were 

members of labor unions had 1.4 times greater odds of offering health benefits compared 

with establishments where no unionization had occurred. Relative to establishments in 

other industries, those in the mining/manufacturing sector had 1.4 times the odds of 

offering coverage, while those in the retail sector had only 0.63 times the odds. 

 

The complex relationship between firm size, establishment size, and insurance 

coverage has not been well addressed by researchers (Zarkin et al., 1995). Some surveys, 

such as one by the National Center for Health Statistics (1997), have shown that firms with 

multiple component establishments are more likely to offer health insurance than those 

that comprise a single establishment, but the effect of establishment size independent of 

firm size has not been investigated. The analysis we conducted suggests that focusing solely 

on firm size ignores workers in multi-establishment firms who are at greater risk of lacking 

health coverage. By predicting insurance offer rates for all the various combinations of 

establishment and firm size, we found that within the large-firm sector, large firms that 

have multiple, smaller establishments are less likely to offer health insurance coverage than 

those that have a single establishment (Figure 5). For example, single-establishment firms 

with 25 to 99 employees are more likely to offer coverage than firms that have 500 to 999 

employees but multiple establishments with fewer than 25 workers. 
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LABOR MARKET CHANGES AND LARGE FIRMS 

The uninsured rate for workers in large firms has risen, even when taking into account the 

changes in the size of the workforce employed by such firms. This suggests that other factors 

may be at work. Prior research suggests four potential reasons for this growing problem: 

 

 an increase in low-income workers; 

 a decrease in unionization rates; 

 a shift away from manufacturing jobs; or 

 an increase in the number of smaller establishments within large firms. 

 

This study explores the trends and roles of each of these factors. 

 

Increase in Low-Income Workers 

It is well established that workers with low income are less likely to have access to job-

based health insurance and to be insured. Although the poverty rate decreased in the last 

decade (prior to the recent recession), research suggests that disparities in employer-

sponsored coverage by wage level have been growing (Medoff, 2001). This phenomenon 

could have contributed to the growth in the uninsured rate in large firms if the proportion 

of low-income workers in these firms increased as well. Indeed, evidence suggests that 

large firms have been shifting toward a lower-income workforce. While the percentage of 
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workers in small and mid-sized firms with incomes at or below 200 percent of the poverty 

level declined from 1987 to 2001, the percentage in large firms increased slightly, although 

it decreased in the last five years (Figure 6). 

 

Figure 6. Share of Workers with Incomes
Below 200% FPL by Firm Size, 1987 2001
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Decline in Unionization Rates 

The steady decline in unionization rates among private employers means that fewer 

workers today have access to the health benefits that many labor unions have traditionally 

secured for their members. In 1987, 14 percent of workers reported that they were a 

member of a labor union. By 2001, the proportion had fallen to 10 percent. Decline in 

unionization rates was sharpest for employees in large firms. In 1987, 20 percent of large-

business employees reported they were union members, compared with 15 percent in 

mid-sized firms and 6 percent in small firms. By 2001, unionization levels fell 7 percentage 

points in large firms, 4 percentage points in mid-sized firms, and were basically stable in 

small firms (Figure 7). In other words, there has been a one-third decline in the rate of 

unionized workers in large firms. 
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Figure 7. Percent of Workers in Unions by Firm Size,
1987 2001
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Source: Authors’ analysis of March Current Population Survey, 1988–2002. Private Sector Workers.
 

 

Decline in Manufacturing Jobs 

Perhaps due to a greater historical presence of unionized workers, the manufacturing 

sector has been the most likely to offer jobs with health coverage. Medoff and colleagues 

(2001) found that employees in manufacturing jobs are approximately 1.5 times as likely 

to have health insurance through their own employer compared with workers in other 

sectors. 

 

Yet these jobs, too, are on the decline as the U.S. labor market shifts away from 

manufacturing. In 1987, 23 percent of private workers were employed in manufacturing 

jobs; that proportion had fallen to 17 percent by 2001. Manufacturing firms tend to be 

large; thus the decline in manufacturing was most acute in large firms. In 1987, 31 percent 

of employees in large firms, 32 percent in mid-sized firms, and 13 percent in small firms 

were in the manufacturing sector. Between 1987 and 2001, there was an 11 percentage-

point decline in the proportion of large-business workers employed in manufacturing, 

an 8 percentage-point decline in mid-sized firms, and a 2 percentage-point decline in 

small firms (Figure 8). Thus, large firms experienced both the largest percentage-point and 

percent decline in manufacturing jobs, with the rate of such jobs dropping by one-third. 
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Figure 8. Percent of Workers in Manufacturing Jobs
by Firm Size, 1987 2001
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Source: Authors’ analysis of March Current Population Survey, 1988–2002. Private Sector Workers.
 

 

More Establishments per Firm 

The little-investigated trend among large firms toward having a greater number of small, 

component establishments could also be related to the decline in workers’ access to 

coverage in large companies. As described above, small establishments within large firms 

are less likely to offer coverage than single-establishment firms of the same size. Moreover, 

between 1988 and 1999, the growth rate for establishments (16%) exceeded that for firms 

(13%) (U.S. Census Bureau, 1999). Consequently, the number of establishments has 

increased from 1.21 per firm in 1988 to 1.25 per firm in 1999. 

 

In addition, the uninsured rate in small establishments rose more rapidly than that 

in large establishments between 1987 and 1998, as did the share of uninsured working in 

small establishments. Health insurance offer rates, meanwhile, declined in both large and 

small establishments, by about the same percentage (see Table 5). Given evidence that 

large firms are increasingly made up of a greater proportion of small establishments, the 

decline in health coverage and access to coverage in small establishments could be behind 

some of the increase in uninsured workers in large firms. 

 

Which Factor Matters Most? 

Income, unionization, and manufacturing are all positively correlated with changes in 

health insurance coverage—and large-firm employees have fared the worst on all three 

variables. Indeed, in our regression analysis, we found that the percentage of large-firm 
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workers in manufacturing, in unions, and earning less than 200 percent of the poverty 

level all have statistically significant effects on the proportion who are uninsured in large 

firms (see Appendix Table A-2). But what is the relative impact of each of these variables 

on the uninsured rate in large firms? 
 

Our analysis found that the shift away from manufacturing from 1987 to 2001 

accounted for 18 percent of the increase in the rate of uninsured workers and 20 percent 

of the increased share of uninsured in large firms (Figure 9 and Table 6). This is in line 

with, though somewhat lower than, prior estimates that approximately 30 percent of the 

decline in employee coverage can be accounted for by shifts in industry and occupation 

(Medoff et al. 2001). The reduced rate of unionization among workers in large firms 

accounted for 38 percent of the rise in the uninsured rate and 43 percent of the increase in 

the proportion of uninsured workers in large firms—again, consistent with prior estimates 

that 20 to 35 percent of the decline in employee health coverage can be attributed to 

decline in unionization rates (Buchmueller 2002). The change in the proportion of 

workers below 200 percent of poverty in large firms, however, had a negligible impact on 

the uninsured rate in large firms, mainly because of the very low percentage increase in 

low-wage workers in large firms (0.1%). 

 

Source: Authors’ analysis of March Current Population Survey, 1988 and 2002. Private Sector Workers. 
Based on Regression Results in Appendix Table A-2.

Figure 9. Factors Affecting Change in Coverage
in Large Firms, 1987 2001
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CONCLUSIONS AND RECOMMENDATIONS 

While much attention has been devoted to uninsured workers in small firms, this study 

finds workers in large firms represent a faster-growing segment of the uninsured labor 
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force. The 9.6 million uninsured large-firm workers and their dependents are not 

dissimilar to other groups of the uninsured. But compared with other workers in large 

firms, they tend to work in firms that are less likely to offer employee health benefits. 

Labor market changes—lower unionization rates, the disappearance of manufacturing and 

other jobs that have historically included comprehensive health coverage, and the growing 

number of smaller establishments at large firms—appear to contribute to the erosion of 

health coverage for those employed by large businesses. Of these trends, the declines in 

unionization rates and in manufacturing jobs are responsible for nearly two-thirds of the 

increased proportion of uninsured at large firms. 

 

These results deserve further examination in at least two respects. The first is the 

relationship between the size of a firm and the size of its component establishments. Our 

study suggests that a small establishment (fewer than 25 workers) in a large firm (500 to 

999 workers) is less likely to offer coverage than a mid-sized firm (25 to 99 workers) 

comprising a single establishment. Although policies often target small-business employees 

for insurance expansion initiatives, small-establishment workers should also be considered. 

Second, our analysis suggests that, contrary to previous studies, the uninsured problem in 

large firms stems from employers’ failure to offer coverage to any workers, not from these 

workers’ ineligibility for an existing company health plan. Given the small percentage of 

large firms that do not offer coverage and the difference from other studies (e.g., Brown et 

al. 2002), this is surprising. It is possible that this finding is a reporting problem—that is, 

some survey respondents may think their employer does not offer health benefits when, in 

fact, they do, although they themselves are not eligible for them. Although still an access 

problem, it is one that would require different solutions. 

 

From a policy perspective, the growing uninsured problem in large firms is a 

serious one. The causes of the problem are largely intractable, since they relate to broad-

based changes in the labor market. In addition to the structural changes described in this 

study, other research has found that the increased use of contingent workers, stricter 

policies with regard to access to health insurance for part-time workers, and increased 

waiting periods, among other practices, could be contributing to this problem. These 

changing employment policies and work relationships are difficult to modify through 

public policy. And while they are a meaningful fraction of the uninsured, the uninsured in 

large firms nevertheless represent a small fraction of all workers in large firms. Identifying 

and assisting these workers is akin to finding the proverbial needle in a haystack. The 

problem of “crowd out”—which occurs when a large proportion of funding for public 

programs goes to people who already have private health coverage—would likely create 

hurdles for any incremental reform effort. 
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Despite these challenges, policymakers could pursue a number of reforms to 

improve access to health insurance for workers in large firms. At the incremental level, 

policies could be designed to limit gaps in coverage that occur when uninsured workers 

have to wait a defined period before their health benefits are activated. In 1999, half of 

firms with 5,000 or more employees and over two-thirds of those with 200 to 4,999 

employees had to endure a waiting period before coverage began (Gabel et al., 2001). 

Other research shows that eliminating coverage gaps could protect workers in transition: 

studies find that workers who experience even short spells without health insurance have 

problems accessing health care and paying medical bills that are very similar to those of the 

long-term uninsured (Duchon et al. 2001; Schoen and DesRoches 2000; Hoffman 2001). 

Policymakers could seek to limit or eliminate waiting periods in large firms, or provide 

incentives or regulations that would make more part-time workers eligible for coverage. 

 

An even larger proportion of uninsured workers in large firms have reported that 

their firms do not offer coverage. In tackling this problem among small firms, 

policymakers have considered and, in some cases, implemented tax breaks, exemptions 

from regulation, and other incentives to encourage large firms that do not offer coverage 

to do so. However, experience suggests that such programs achieve only limited success 

(Rosenberg, 2002; Mitchell and Osber, 2002). This leaves two options: create an 

alternative source of health coverage or require large firms to offer coverage. Several of the 

major reform proposals (Davis and Schoen, 2003; Collins et al., 2003) allow individuals or 

large firms themselves to buy into a nationwide purchasing pool similar to the Federal 

Employees Health Benefits Program. To avoid adverse selection, such a plan would have 

to prevent the use of this pool by only sicker and lower-income workers in large firms 

(e.g., allow individual workers in large firms to participate only if their employer makes it 

an option for all workers). Even so, allowing large firms to participate could stabilize such 

a pool, given their size and number of employees. 

 

Others reform plans, as well as a new California law, would require that all large 

firms offer health coverage. This idea, a component of the least comprehensive health 

reform proposals in 1993–94, includes requirements that most employers at least offer, if 

not contribute to, health benefits for workers.3 If such a policy were restricted to firms 

with 500 or more employees, only a small fraction of the 16,700 firms of this size would 

be affected (U.S. Census, 1999). That said, a mandate raises concerns, including whether 

those firms affected by the policy are competing with small firms that do not offer 

coverage, and whether a mandate provides an incentive for firms to contract work out to 

reduce payroll size, among other labor market distortions (Steurle, 1994; Long and 

                                                 
3 Affordable Health Care Now Act of 1994, 103rd Cong., 2nd session, H.R. 5300. 
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Marquis, 1993). Despite the political challenge of requiring firms to offer coverage, the 

federal cost of such a mandate would be low and its pay-off could be high. 

 

Finally, comprehensive health reform plans may not be able to achieve universal 

coverage if they do not recognize the need to provide access to affordable coverage for 

workers in large firms. A number of previous proposals would have limited financial 

assistance to low-income people who do not work for large firms or firms that offer 

coverage to some of their workers. Yet, uninsured workers in large businesses—like all the 

uninsured—are disproportionately low-income and may not be able to afford coverage. A 

meaningful percentage of these workers, moreover, cannot access health coverage because 

of eligibility restrictions or waiting periods, or because their firm simply does not provide 

health benefits. Our study suggests that plans for universal coverage must address coverage 

gaps in large firms in order to achieve their goal of insuring all Americans. 
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TABLES 
 

 

Table 1. Distribution of the Nonelderly Uninsured by Firm Size, 2001 
 Working Adults Non-Working Adults Children Total 

Firm Size 
Number 
(millions) Percent

Number 
(millions) Percent 

Number 
(millions) Percent 

Number 
(millions) Percent

Large Firm (500+) 6.1 30 0.8 10 2.7 29 9.6 26 

Medium Firm (100 499) 2.0 10 0.3 4 0.9 10 3.2 9 

Small Firm (1 99) 9.2 45 1.3 17 3.1 34 13.6 36 

Nonworker/Unknown 3.2 16 5.4 69 2.6 27 11.2 30 
Total 20.5 100 7.8 100 9.3 100 37.6 100 

Note: Individuals were classified as being associated with a large firm if any individual in the family worked in a large firm. Universe is all 
nonelderly people excluding working adults with hourly wages $3 and lower. 
Source: March CPS, 2002. 
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Table 2. Comparison of Nonelderly, Uninsured Workers in 
Large Firms to Other Firm Workers and Other Uninsured, 2001 

 Large Firms (500+ workers) 
Small and 

Mid-Sized Firms

Distribution (percent of total) 
Own ESI 

(41.3 million)
Uninsured 

(5.0 million) 
Uninsured 

(13.2 million) 
Income (as percent of federal poverty level)    

Less than 100 percent 2% 20% 24%* 
100 percent to 199 percent 10 33 33 
200 percent to 599 percent 57 40 37 
600 percent and more 31 7 6 

Family status    
Single, no children 32 56 50* 
Single, children 8 9 9 
Married, no children 28 17 20 
Married, children 32 18 21 

Work status    
Full time 83 68 71* 
Part time 17 32 29 

Industry    
Agriculture, forestry, fisheries, minerals 1 1 7* 
Construction industry 2 3 17 
Manufacturing industries 19 11 10 
Transportation, communication & utilities 12 8 5 
Wholesale trade 3 2 3 
Retail trade 11 34 23 
Finance, insurance, real estate 8 4 4 
Service industries 35 34 32 
Public administration 10 3 <1 

* Indicates a statistically significant difference across categories in a chi-squared test (p<0.01). 
Note: The number of uninsured, adult workers in the large-firm category in Table 1 is greater than the number 
of uninsured large-firm workers in Table 2 because the amount in Table 1 includes all workers living in a 
household with a large-firm worker. So if a small-firm worker is living with a large-firm worker, they are both 
considered adult workers in the large-firm category. Table 2 shows only workers who work for large firms, 
excluding family members. 
Source: March CPS, 2002. All workers. 
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Table 3. Insurance Status During the Year, Adults, 1998 

 
Uninsured 
in January  

Insurance Status of All Adults 
(percent of row) 

 
Who Gained 

Coverage  
Insured 

Full Year 
Insured 

Part Year 
Uninsured
Full Year 

Large establishments 43%  85% 10% 6% 
Offered 64  88 10 2 
Income (as percent of federal poverty level)      

Less than 200 percent 54  60 30 10 
200 percent to 599 percent 63  89 9 2 
600 percent or more 83  94 6 0 

Not offered 15  56 11 33 
Income (as percent of federal poverty level)      

Less than 200 percent 26  41 21 38 
200 percent to 599 percent 7  61 8 31 
600 percent or more 0  68 0 32 

Small establishments 27%  71% 13% 16% 
Offered 64  83 14 3 
Income (as percent of federal poverty level)      

Less than 200 percent 54  64 27 10 
200 percent to 599 percent 70  85 13 2 
600 percent or more 70  92 7 1 

Not offered 12  50 12 39 
Income (as percent of federal poverty level)      

Less than 200 percent 11  29 16 55 
200 percent to 599 percent 12  54 10 36 
600 percent or more 15  75 7 18 

Source: 1998 Medical Expenditure Panel Survey Full-Year File. Nonelderly working adults. 
 
 

Table 4. Access to Employer-Based Insurance of Uninsured Adults 
by Firm Size, 1998 

 Work Status (of row) 
 

Distribution 
of Uninsured Full-Time Part-Time 

Large firms    
Eligible, not enrolled 14% 66% 34% 
Firm offers, not eligible 15 43 57 
Firm does not offer 71 72 28 

Small firms    
Eligible, not enrolled 9% 74% 26% 
Firm offers, not eligible 7 52 48 
Firm does not offer 84 69 31 

Source: Matched February–March 1999 CPS. All workers. 
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Table 5. Percentage Offered Health Insurance by Establishment Size, 
1987 vs. 1998 

Establishment Size <100 100+ 

Percent offered 1987 68.8% 97.7% 
Percent offered 1998 56.6% 85.0% 
Percentage point change –12.2% –12.7% 

Universe: All workers not in public administration. 
Source: Authors’ calculations from the 1987 National Medical Expenditure Survey and 1998 Medical 
Expenditure Panel Survey. 
 
 

Table 6. Factors Affecting Change in Coverage in Large Firms, 
1987–2001 

 

Percent Uninsured 
Among Workers in 

500+ Employee Firms 

Share of the 
Uninsured Employed in 
500+ Employee Firms 

1987 Data 7.8% 22.0% 
2001 Data 12.0 28.6 
If there had been no decline in 

large firm manufacturing 11.3 27.3 
Contribution of manufacturing 

to change 
0.8 

(17.7% of total change) 
1.3 

(19.5% of total change) 
If there had been no decline in 

large-firm unionization 10.4 25.8 
Contribution of de-unionization 

to change 
1.6 

(38.3% of total change) 
2.9 

(43.1% of total change) 
If there had been no change in 

manufacturing or unionization 9.7 24.3 
Contribution of both factors 

to change 
2.4 

(56.0% of total change) 
4.3 

(64.3% of total change) 

Source: Authors’ calculations from the March Current Population Survey based on regression results in 
Appendix Table A-2. Universe is all private sector workers who earned at least $3 an hour (in 2000 dollars). 
 



 

 21

APPENDIX. METHODOLOGY 

 

No single source of data contains information on individuals, firms, and 

establishments over time to enable a consistent set of analyses to answer the questions 

addressed in this study. Because this paper aims to produce a broad understanding of the 

characteristics and trends of health coverage in large firms, it draws upon four different 

sources of data. First, the March supplements of the Current Population Survey (CPS) 

were used for most population-based data on the characteristics and trends in coverage of 

workers in large firms. This is the data set most widely used to assess the nation’s health 

insurance coverage and has sufficient sample size to make relevant comparisons. Second, 

the February supplement to the CPS was merged with the March supplement to enable 

analysis of access to job-based health coverage. Third, the 1998 Medical Expenditure 

Panel Survey (MEPS) Household Component Full Year Consolidated data file was used 

to gauge access to job-based coverage and take-up rates among workers. Fourth, the 

establishment survey of the 1997 Robert Wood Johnson Community Tracking Survey 

(RWJ CTS) was examined to understand the relative roles of unionization, 

manufacturing, income, and establishment size on health insurance coverage among 

private sector firms. In the analysis of factors contributing to changes over time, we restrict 

the population to non-government, private sector workers. All analyses of workers define 

workers as people who are not self-employed and who earned at least $3 an hour (in 2000 

dollars). 

 

Firm size in this paper is generally broken into three groups: small (fewer than 100 

employees), medium (100 to 499 employees), and large (500 or more employees). 

Although many studies define a large firm as having 100 or more employees (see Brown et 

al. 1990), we chose the higher threshold to ensure that we were clearly capturing trends in 

large versus mid-sized firms. Firms with 500 or more workers employ nearly half of the 

nation’s workers (U.S. Census Bureau 1999). However, when using MEPS and RWJ 

CTS, different ranges were used due to data limitations. The MEPS categorized employers 

by establishment size rather than by firm size, so that it counts employees at a particular 

site rather than at an entire firm, which may operate multiple sites. As such, some 

individuals who would be classified as “large-firm workers” in the CPS analysis may be 

classified as “small-establishment workers” in the MEPS analysis. Generally, the analyses 

focus on the size of the firm where nonelderly adults work; the estimate of the total 

number of uninsured associated with large firms includes any uninsured person who has in 

the health insurance unit at least one worker employed by a large firm. 
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We used the CPS revised methodology for measuring the uninsured. This defines 

health insurance hierarchically, so that each individual is assigned one health insurance 

category, even when there is more than one reported source of coverage during the year. 

“Adults” are defined as individuals ages 19 through 64 inclusive. A family is defined as a 

health insurance unit—a smaller family unit than that used by the Census Bureau, which 

includes more distant relatives and others living in the household—so less income is 

counted and thus slightly more low-income uninsured people are reported here. 

 

This report includes analyses to isolate the factors associated with changes in and 

offers of health coverage in large firms. Two-tailed t-tests were used to determine whether 

differences between the uninsured in large and small firms were statistically significant. 

Using the 1997 RWJ CTS, we were able to isolate the impact of unionization, 

manufacturing, income, and establishment size on health insurance coverage. We ran a 

multi-variable regression on the log likelihood that an establishment would offer health 

insurance, controlling for age, gender, payroll, years in business, proportion of permanent 

workers, firm size, establishment size, industry, unionization, and worker poverty levels. 

 

To decompose the effect of each variable on the increase in uninsurance in large 

firms, a multi-variable time-series regression using March CPS data was conducted. We 

regressed the percent of large-firms workers who were uninsured (by state and year) 

against the percent of small-firm workers who were uninsured, the percent of medium 

firm workers who were uninsured, the percent of large-firm workers who were employed 

in the manufacturing sector, the percent of large-firm workers who were in labor unions, 

and the percent of large-firm workers who were at or below 200 percent of the federal 

poverty level. The percent of small- and medium-firm workers who are uninsured 

captures economy-wide trends that would be expected to affect all firms in the same way. 
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Appendix Table A-1. Factors Predicting Establishments’ Offer 
of Health Insurance 

Variable 
Odds Ratio 

(Standard Error) 
Establishment size 25–99 1.982506 (.1540721)  
Establishment size 100–499 4.120082 (.6428094)  
Establishment size 500–999 11.41969 (6.835156) 
Establishment size 1,000+ 4.463251 (2.078081) 
Firm size 25–99 2.973043 (.2152067) 
Firm size 100–499 5.651469 (.5412479) 
Firm size 500–999 4.117962 (.6526941) 
Firm size 1,000+ 9.736934 (.9998436) 
Industry = Manufacturing/Mining 1.410977 (.0816848) 
Industry = Retail .6348515 (.0284489) 
Establishment has employees who are labor union members 1.408841 (.1461532) 
Percentage of permanent workers under age 30 1.003189 (.0008067) 
Percentage of permanent workers between 30 and 39 years of age 1.00365 (.0007882) 
Percentage of permanent workers between 40 and 49 years of age 1.004191 (.0008353) 
Number of years the establishment has been in business 1.011977 (.0008537) 
New establishment (in business a year or less) .5676975 (.0708407) 
Average payroll per employee 1.000009 (8.96e-07) 
Average payroll is $12,000–$25,000  2.050729 (.0886526) 
Average payroll is $25,000–$50,000 3.375436 (.1678068) 
Average payroll is $50,000–$100,000 2.561801 (.2324831) 
Percent of workers that are permanent 1.008401 (.0009407) 
Percent of permanent workers that are female .9987435 (.0005332) 

Source: 1997 Robert Wood Johnson Community Tracking Survey. Establishment-Level Data: Dependent 
variable is whether or not the establishment offers health insurance. 
 
 
 

Appendix Table A-2. Predictors of Percent of Uninsured Workers, 
1987 2001 

Variable 
Odds Ratio 

(Standard Error) 
Constant .03 (.01) 
Percent uninsured in small firms (less than 100 employees) .33 (.02) 
Percent uninsured in medium firms (100–499 employees) .07 (.02) 
Percent of large firm employees in the manufacturing sector –.07 (.01) 
Percent of large firm employees in labor unions –.24 (.05) 
Percent of large firm employees with incomes less than 200% 

of the federal poverty level .03 (.01) 
Source: Regression analysis using the 1988–2002 March Current Population Surveys. Universe is all private-
sector workers who earned at least $3 per hour (2000 dollars). Dependent variable is the percent of uninsured 
large-firm workers (workers employed in firms with 500 or more employees) by year and by state. Errors 
clustered around a term combining both state and year. 
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