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WHO PAYS FOR HEALTH CARE
WHEN WORKERS ARE UNINSURED?

Overview

Employer-sponsored insurance coverage forms the backbone of the U.S. system of health
insurance. More than 160 million people, over 60 percent of the under-65 population,
have health coverage through their own firm or another employer. Yet, there are crucial
weaknesses in the employer-based insurance system—including the voluntary nature of
the system and the high costs borne by both employers and employees—that have
contributed to the growing number of uninsured Americans. Some workers and family
members, especially children, may be eligible for and enroll in public insurance
coverage. Those who do not obtain either private or public coverage may forgo health
care, draw on savings, or, where available, use safety-net programs to obtain needed care.
Ultimately, the lack of employer-based coverage generates public costs in the form of
taxpayer bills to fund public insurance programs or uncompensated care that would
otherwise be paid for through insurance.

This report uses data from the 2004 Medical Expenditure Panel Survey (MEPS) to
quantify the costs to the public when employers do not insure their workers. These costs
fall into two categories: 1) those associated with public insurance programs (e.g.,
Medicaid and the State Children’s Health Insurance Program), and 2) uncompensated
care costs of treating people who are uninsured for either the full year or part of the year.
These two types of public costs were calculated for all full-time, full-year, non-self-
employed workers ages 18-64 and dependents under age 65. The report then compares
the costs of full-time, full-year workers in 2004 to equivalent costs in 1999. All costs are
reported in 2004 dollars.

Employees of small firms are much more likely than those in larger firms to lack
an offer of coverage; consequently, employees of small firms and their family members
are more likely to be uninsured or to rely on public programs. Recently, however, there
has been an increase in the share of uninsured workers in larger firms.? To address this
issue, we compare costs across three categories of employed workers: small-firm workers
(i.e., workers at firms with between two and 100 employees and only one location),
multi-location-firm workers (i.e., workers at firms with between two and 100 employees
per location and more than one location), and large-firm workers (i.e., workers at firms
with more than 100 employees per location and either one or more locations).®

Since 1999, there has been a substantial increase in the number of uninsured and
publicly insured full-time workers and families. As a result, there has also been an
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increase in public costs. In 2004, 10.8 million full-time workers and their family
members were enrolled all year in public health insurance programs, up from 6.3 million
in 1999. Additionally, 19.2 million full-time workers and their family members were
uninsured in 2004,an increase from 16.2 million in 1999. As a result, the public costs of
health care for these workers and their families rose to $44.5 billion in 2004, up from
$30.5 billion in 1999.

Insurance Coverage of Full-Time Workers, 2004

More than two-thirds of full-year, full-time workers get health coverage for the entire
year through their own employers (Figure 1, Table 1). About 3 percent of workers are
covered for part of the year through their own employers, but do not spend any part of the
year uninsured. This may reflect job changes, coverage through a spouse, or having
public coverage for part of the year. Another 9 percent of workers are covered for the
entire year through the employers of family members. A negligible fraction of workers
have public coverage (1%) or coverage through other private sources (1%) throughout the
year. Ten percent of workers are uninsured throughout the year. An additional 9 percent
are uninsured for some part of the year (or, for a small portion of this group, are insured
for the full year by a combination of part-year nongroup and part-year public coverage).*

Patterns of job-based coverage vary by firm size. Four-fifths (80%) of large-firm
workers and two-thirds (66%) of multi-location-firm workers hold full-year coverage
through their own employers (Figure 1, Table 1). In contrast, only 45 percent of small-
firm workers have coverage through their jobs for the full year. Most small-firm workers
have insurance coverage from some source, but more than 21 percent are uninsured all
year. Overall, small firms employ the largest share of uninsured workers. Nonetheless,
because larger employers account for a disproportionate share (77%) of overall
employment, nearly half of the 9 million full-year uninsured workers are employed at
large or multi-location firms.



Figure 1. Insurance Status of All Workers, by Firm Size, 2004
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Source: Analysis of the Medical Expenditure Panel Survey 2004.

Insurance Coverage of Families of Full-Time Workers, 2004

In 2004, nearly 180 million people under age 65 lived in households with a full-year, full-
time worker (Table 2). Members of these workers’ households were about as likely to be
uninsured as were the workers themselves (Figures 1 and 2). Household members were
somewhat more likely than workers to obtain coverage in the nongroup market and much
more likely to obtain coverage through public programs. Uninsured workers and their
family members were disproportionately associated with small firms. But, because of the
scale of employment in large firms discussed previously, in 2004, 52 percent of the 19.2
million full-year uninsured workers and family members were associated with large or
multi-location firms (Table 2).



Figure 2. Insurance Status of All Workers and Their Family Members,
by Firm Size, 2004

W Full Year ESl-own

O Part Year ESl-own

O Full Year ESl-other

B Full Year Private Non-ESI

B Full Year Public

M Full Year Uninsured

O Part Year Uninsured and other

Total*

38 2. 6

Large Firm

Multi-Location Firm

Small Firm

0% 25% 50% 75% 100%

*Includes about 5% workers and their family members whose establishment size is missing.

Notes: small firm = 2-100 workers, no other location; multi-location firm = 2—-100 workers, other location(s);
large firm = >100 workers; ‘Part year uninsured and other’ is 99% part year uninsured.

Source: Analysis of the Medical Expenditure Panel Survey 2004.

Changes in Coverage Patterns Since 1999

The share of full time workers who were uninsured climbed to 10 percent in 2004, up
slightly from 8 percent in 1999 (Tables 1, 3). In total, 1.7 million more workers were
uninsured in 2004 than were in 1999 (Figure 3). This loss in coverage is a result of the
decline of employer-sponsored insurance—workers in 2004 were somewhat less likely to
have employer-sponsored insurance than they were in 1999 or to have employer coverage
via a family member. The higher rate of uninsured individuals in 2004 occurred mainly
among workers in small firms.



Figure 3. Workers Uninsured All Year, by Firm Size, 1999 and 2004

Millions H Small Firm O Multi-Location Firm OLarge Firm

9.0 q 8.9*
8.0 A

* 1.6
7.0 A 7.2

6.0 12
5.0

2.5

2.4

4.0 A
3.0 1

2.0 A
1.0 A

0.0 -

1999 2004
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Note: small firm = 2-100 workers, no other location; multi-location firm = 2—-100 workers, other location(s);
large firm = >100 workers.

Source: Authors’ analysis of the Medical Expenditure Panel Survey 1999 and 2004.

Household members were also somewhat less likely to be covered by a worker’s
employer-sponsored insurance in 2004 than in 1999. The probability of having health
insurance fell by about 3 percentage points among those associated with small
establishments and about 1 percentage points in multi-location and larger firms
(calculated from Tables 2 and 4).

Offsetting the decline in employer coverage, patterns of public coverage changed
markedly (Figure 4). Nearly 11 million workers and family members participated in
public health insurance programs in 2004, an increase of about 70 percent since 1999. Of
these, 57 percent—or about 6 million people—were workers or family members
associated with large or multi-location firms. The proportion of workers and family
members enrolled in public health insurance programs increased by two to three
percentage points in all employer categories between 1999 and 2004 (Figure 4). Though
it remains lower than that of workers employed by small firms, public insurance
enrollment increased most rapidly for those associated with large firms. In 2004, about 3
million workers in large firms were enrolled in public heath insurance, up from 1.4 in
1999, an increase of more than 100 percent.



Figure 4. Household Members of Working Families with
Public Insurance Coverage, by Firm Size, 1999 and 2004
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Note: small firm = 2-100 workers, no other location; multi-location firm = 2—-100 workers, other location(s);
large firm = >100 workers.
Source: Authors’ analysis of the Medical Expenditure Panel Survey 1999 and 2004.

The decline in coverage through a family member’s employment was partly offset
by this increase in public coverage among employees of large firms. As a result, the share
of family members of workers who were uninsured remained unchanged for those
associated with multi-location firms and rose by only 1 percentage point for those
associated with large firms (calculated from Tables 2 and 4). In contrast, the rate of
uninsured people associated with small firms rose by 3.4 percentage points, indicating
that an increase in public coverage did not offset the decline in employer-sponsored
coverage in this group (Tables 2, 4). Overall, across all firm sizes, the number of
uninsured members of working households increased from 16.2 million to 19.2 million
between 1999 and 2004 (Figure 5).



Figure 5. Household Members of Working Families
Uninsured All Year, by Firm Size, 1999 and 2004
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Source: Authors’ analysis of the Medical Expenditure Panel Survey 1999 and 2004.

Public Costs of Workers and Family Members

In 2004, full-time workers and their family members incurred health care costs of $408
billion dollars, an increase of 52 percent since 1999 (Figure 6, Tables 5 and 6). Most
health care costs of worker families are paid by private insurance or through other private
sources (e.g., out-of-pocket). The share paid by private sources has remained nearly
constant over time (Figure 6). But total private insurance costs climbed significantly over
the period, increasing by 58 percent.



Figure 6. Distribution of Health Care Costs for Household Members
of Working Families, 1999 and 2004
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Source: Authors’ analysis of the Medical Expenditure Panel Survey 1999 and 2004.

The remainder of the costs is paid by public sources, either through public
insurance programs or uncompensated care. While the share of costs paid by public
sources has remained roughly constant, the total cost to taxpayers has increased
substantially since 1999 to a total of $45 billion of publicly paid care (Figure 6).
Uncompensated care costs increased from $9.4 billion in 1999 to $12 billion in 2004. The
costs associated with public insurance programs increased from $21.2 billion in 1999 to
$32.5 in 2004. Overall, total public costs (from both these sources) associated with
workers and their families rose by 45 percent, from $30.5 billion in 1999 to $44.5 billion
in 2004.

The distribution of costs varied according to the different firm sizes. Between
1999 and 2004, the share of total expenses paid by private sources rose by six-tenths of a
percentage point for individuals associated with multi-location firms, rose by 1.9
percentage points for those associated with large firms, and fell by 3.6 percentage points
for those associated with small firms (calculated from Tables 5 and 6), consistent with the
decline in private coverage, which was concentrated in small firms. The share of
expenses paid via public sources increased in small firms and declined slightly in multi-
location and large firms.

Overall, by 2004, public sources paid for $15.2 billion of care costs among
workers and family members associated with large firms, an increase of about one-third
since 1999; $13.6 billion of care costs for those associated with multi-location firms



(about 37 percent more than in 1999); and $13.3 billion of care costs for those associated
with small firms (about 71 percent more than in 1999) (Figure 7).

Figure 7. Public Spending on Health Care for Workers
and Family Members, by Firm Size, 1999 and 2004
Billions of dollars
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Discussion

Many working people and their families participate in public health insurance programs,
use publicly funded health services, or go without health coverage altogether. In some
cases employers may not offer benefits. In others, employees may not qualify for benefits
or may not have the financial means to participate in coverage.

Large firms are much more likely to offer coverage than are smaller firms.
Recently, however, policymakers and advocates have expressed concern about the lack of
private health insurance coverage among workers in larger firms. A spate of reports has
focused on the public costs incurred by large firms that do not offer substantial coverage.
In Tennessee, employees at the largest 20 companies in the state account for 68,000
participants in TennCare, the state’s Medicaid program.® Some reports suggest that large
firms actively encourage their employees and their dependents to enroll in public
programs, like the State Children’s Health Insurance Program.®

Some states have attempted to slow the trend of employers curtailing coverage for
workers and their dependents. For instance, in the health reform law enacted in
Massachusetts, employers—with the exception of very small firms—are required to share
the costs of covering workers.
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Consistent with the concerns of advocates and legislators, this paper finds that the
public health care costs associated with workers and their family members are rising. A
large and growing share of these costs is associated with small firms, mostly due to a
declining share of workers (and consequently, their dependents) in these firms who have
employer-sponsored insurance. For workers in small firms, this decline has been
associated with a marked increase in the levels of uninsured individuals, and in associated
uncompensated care costs, as well as an increase in public insurance. For workers in
multi-location firms and large firms, the smaller decline in employer-sponsored coverage
has been mainly offset by an increase in public coverage. Workers in large firms are less
likely than small-firm workers to become uninsured when they have employer-sponsored
insurance. While the share of costs paid by public sources has not increased over time,
the absolute level of public spending on uninsured workers and their household members
has increased very substantially since 1999. In 2004, publicly insured and uninsured
workers accounted for $45 billion in public costs, up from $31 billion in 1999.

Rising costs have made private health insurance less accessible for many workers.
At the same time, expansions in public programs, especially for children, have offered a
new source of needed coverage. As policymakers consider further reforms, results from
this report suggest they should support plans that combine public program expansions
with efforts to maintain or expand employer-sponsored coverage.
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METHODOLOGY AND DEFINITIONS

This report uses the Medical Expenditure Panel Survey (MEPS), 2004 for its main
analysis, making comparisons with MEPS, 1999. A worker is someone who works full-
time (at least 35 hours a week) for the full year, is 19 to 64 years old, earns at least $1 per
hour in that year’s dollars, is not self-employed, and works in an establishment with at
least two employees. When a family contains more than one worker, the family members
were assigned to the worker employed at the largest-sized firm. Only family members
under age 65 were included in the sample. The MEPS data classify workers by
establishment size and do not include a firm-size variable. Using the MEPS establishment
size variable and a question that asked whether the firm has other locations, the workers
were divided into three groups: workers at establishments with 2-100 employees and no
other location (small firms); workers at establishments with 2-100 employees and
multiple locations (multi-location firms); workers at establishments with more than 100
employees and either one or more locations (large firms).

MEPS data provide monthly insurance status. This report combines these monthly
insurance variables to form an annual insurance variable that reflects the insurance status
of the subject in a given year. Categories of health insurance status are made mutually
exclusive by prioritizing them in the following order: full-year own employer-sponsored
insurance, part-year own employer-sponsored insurance, full-year insurance through a
family member’s employment, full-year other private insurance, full-year public
insurance, full-year uninsured, and part-year uninsured.

A modified form of the methodology suggested by Hadley et al.” was used to

calculate the health care cost of part or full year uninsured workers, and then to calculate
their uncompensated care costs.?
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APPENDIX

Table 1. Workers by Insurance Status and Firm Size, 2004

Total* Small Firm? Multi-Location Firm® Large Firm°

Insurance Status (millions) | (percent) | (millions) | (percent) | (millions) | (percent) | (millions) | (percent)
Total (row percent) 88.3 100% 19.8 22% 28.7 32% 354 40%
Total 88.3 100% 19.8 100% 28.7 100% 35.4 100%
Full Year ESl-own 59.1 67% 9.0 45% 19.0 66% 28.2 80%
Part Year ESl-own 2.3 3% 0.6 3% 0.8 3% 0.9 3%
Full Year ESl-other 8.3 9% 2.8 14% 3.1 11% 2.2 6%
Full Year Private

Non-ESI 1.1 1% 0.6 3% 0.3 1% 0.1 0%
Full Year Public 0.8 1% 0.4 2% 0.2 1% 0.2 1%
Full Year Uninsured 8.9 10% 4.2 21% 2.5 9% 1.6 4%
Part Year Uninsured

and other** 7.7 9% 2.3 12% 2.7 9% 2.3 6%

@ 2-100 workers, no other location; 2100 workers, other location(s); ©>100 workers.
* Includes approximately 5% of workers at firms of undetermined sizes.
** Part-year uninsured and other are 99% part-year uninsured.

Source: Medical Expenditure Panel Survey, 2004.

Table 2. Workers and Family Members by Insurance Status and Firm Size, 2004

Multi-Location

Total* Small Firm® Firm® Large Firm®
Insurance Status (millions) | (percent) | (millions) | (percent) | (millions) | (percent) | (millions) | (percent)
Total (row percent) 179.5 100% 37.8 21% 55.4 31% 77.0 43%
Total 179.5 100% 37.8 100% 55.4 100% 77.0 100%
Full Year ESl-own 63.5 35% 10.0 26% 20.3 37% 30.0 39%
Part Year ESl-own 3.9 2% 0.8 2% 1.3 2% 1.6 2%
Full Year ESI-other 57.6 32% 8.5 23% 17.5 32% 29.2 38%
Full Year Private
Non-ESI 44 2% 14 4% 1.5 3% 14 2%
Full Year Public 10.8 6% 3.9 10% 3.1 6% 3.0 4%
Full Year Uninsured 19.2 11% 7.7 20% 5.1 9% 4.9 6%
Part Year Uninsured
and other** 20.2 11% 5.5 15% 6.6 12% 7.0 9%

2 2-100 workers, no other location; ° 2-100 workers, other location(s); °©>100 workers.

* Includes approximately 5% of workers and family members at firms of undetermined sizes.
**Part-year uninsured and other are 85% part-year uninsured.
Source: Medical Expenditure Panel Survey, 2004.
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Table 3. Workers by Insurance Status and Firm Size, 1999

Multi-Location

Total* Small Firm® Firm" Large Firm®
Insurance Status (millions) | (percent) | (millions) | (percent) | (millions) | (percent) | (millions) | (percent)
Total (row percent) 87.7 100% 19.0 22% 27.3 31% 37.3 42%
Total 87.7 100% 19.0 100% 27.3 100% 37.3 100%
Full Year ESl-own 59.2 67% 94 49% 18.2 66% 29.0 78%
Part Year ESl-own 3.3 4% 0.7 4% 1.1 4% 1.4 4%
Full Year ESl-other 8.4 10% 2.7 14% 2.7 10% 2.7 7%
Full Year Private Non-
ESI 1.1 1% 0.5 2% 0.3 1% 0.3 1%
Full Year Public 0.5 1% 0.3 1% 0.1 0% 0.1 0%
Full Year Uninsured 7.2 8% 3.1 17% 2.4 9% 1.2 3%
Part Year Uninsured
and other** 7.9 9% 2.4 12% 2.6 10% 2.6 7%

2 2-100 workers, no other location; ° 2-100 workers, other location(s); °©>100 workers.
* Includes approximately 5% of workers at firms of undetermined sizes.
** Part year uninsured and other are 99% part-year uninsured.

Source: Medical Expenditure Panel Survey, 1999.

Table 4. Workers and Family Members by Insurance Status and Firm Size, 1999

Multi-Location

Total* Small Firm® Firm"® Large Firm®
Insurance Status (millions) | (percent) | (millions) | (percent) | (millions) | (percent) | (millions) | (percent)
Total (row percent) 176.0 100% 36.8 21% 54.1 31% 77.2 44%
Total 176.0 100% 36.8 100% 54.1 100% 77.2 100%
Full Year ESl-own 64.0 36% 10.3 28% 19.8 37% 311 40%
Part Year ESI-own 4.7 3% 0.9 2% 1.6 3% 2.0 3%
Full Year ESl-other 60.2 34% 9.7 26% 17.8 33% 30.3 39%
Full Year Private Non-
ESI 3.9 2% 1.3 4% 1.2 2% 1.3 2%
Full Year Public 6.3 4% 2.5 7% 2.1 4% 14 2%
Full Year Uninsured 16.2 9% 6.2 17% 4.9 9% 3.9 5%
Part Year Uninsured
and other** 20.7 12% 5.9 16% 6.8 12% 7.1 9%

& 2-100 workers, no other location; ®2_100 workers, other location(s); °>100 workers.
* Includes approximately 5% of workers and family members at firms of undetermined sizes.
** Part year uninsured and other are 85% part-year uninsured.

Source: Medical Expenditure Panel Survey, 1999.

15




91

'S]S02 aJed pajesuadwooun 10} palsnipe ‘6661 ‘AAINS |aued ainjipuadx3 [BoIPSJ :92JN0S
‘(salinypuadxa |e10} Jo %t Ajgjewixoidde) sazis paulwlisidpun JO SWl Je siaquiaw AjiLue) pue SIa)Jom sapnjou| ,
"SIONIOM 00L<, :(S)UONEDO] JOUIO ‘SIBNIOM O0L—Z , :‘UOIEDO| JBUJO OU ‘SIBMIOM 00L—C

%01 gLl %< 6¢C A g8 %1v¢C 8'8¢ %99 L'6L 1'0CL w4 abieT
%l 66 %€ 9¢ %6 €l %.¢C 0'€c %29 L'€S 098 quidi4 uonesoT-|nN
%S 1 8L %L g'¢c %8 194 %S¢ 6°¢Cl %19 6'1€ 9'¢S LUl JlBWS
%l G'0¢ %€ 7’6 %8 a'he %S¢ 9°/9 %9 €Ll 7'69¢ x[B10L
(yuaouad) [ (suoijjiw) [ (Juaaiad) | (suoijjiw) | (Juaasad) | (suoljjiw) | (3uaossad) |(suoljjiw)| (3uassad) | (suoljjiwy) | (suorjjiwy) 9zig 19hojdwg
21|qnd [ejoL pajesuadwoosun | asueinsuj aiqnd Jayjo3axood aoueinsuj] ajeAld| |ejol
-§0-3nQ0
(sJejjop jo suoljjiq ui) }s09 [edIpaN
6661 ‘9zIS ._m>O_QEm >n_ ‘s1aqWIB|N >__Emu_ pue SI9)JOAA JO S)S0) |edIpPdN "9 9|ge L
'S]S09 aled pajesuadwooun 1o} pajsnipe ‘400z ‘AoAIng [aued ainjipuadx3 [BOIPSJ :92JN0S
‘(sanyipuadxa |e10} Jo % Ajejewixoidde) sazis paulwlialopun JO SWl Je siaquiaw Ajiue) pue SIayJom sapnjou| ,
"SIS}IOM QL < , :(S)uonedo] J8Y)o ‘SISNIOM OQL—C q ‘UONEDO]| JBYJO OU ‘SISNIOM 001
%8 Z'Sl %< 9'¢ %9 9Ll %<c<¢ 9'¢y %0.L L'LEL 6161 w4 abieT
%l 9¢lL %€ L'y %8 G'6 %cCcC 9'/¢ %19 2'€s8 Vel quidi4 uoljedoT-HNA
%81 €el %S 9'¢ %€l L6 %S¢ €8l %9S S0y L'¢L LUl JlBWS
%L1 Svy %€ oclL %8 g'¢ce %EC 9'¢C6 %99 €llc 7'80% «[B10L
(yuaaiad) [(suoljiw)| (yuaaiad) | (suoljjiw) | (Judassad) | (suoljjiw) | (udasad) [(suoijjiwy)| (uaasad) | (suoljjiw) | (suoijjiwy) azig Jahojdwg
al|qnd |ejoL pajesuadwoosun | adueinsuj d1jqnd layjopeyood aouelnsu| ajeAlld | |ejol
-§0-3nQ0

(s1ejjop Jo suoljjiq ui) 309 [edIpalN

00z ‘@z1S 19hojdw3g Aq ‘siaquiapy Ajiie4 pue S19)I0A\ JO SISO |edIPSN ‘G @|gel




