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During 2004, according to U.S. Census Bureau estimates?, there were 45.8 million Americans
who lacked health insurance coverage. That’s approximately 15.6 percent of the population.
And according to those same estimates, in the state of Illinois, 14 percent of state residents were
uninsured in 2004, which represents a little more than 1.7 million people. Those are staggering
figures, and they produce staggering images. Our nation’s largest football stadium holds 102,501
people. Can you see it filled 17 times with just uninsured Illinois residents?

The numbers also produce staggering questions about what this really means. Chief among them:
» What constitutes being uninsured in America?
» Who are these uninsured Americans, and why don’t they have coverage?
» What are we doing to address this problem?
» What else can we do to fix the problem of the uninsured?

What constitutes being uninsured in America?

The most widely cited data on the number of uninsured Americans is collected on an annual basis
by the U.S. Census Bureau each March, and is released each August. The Census Bureau surveys
about 78,000 households, and their survey includes detailed health insurance questions asked of
the household respondent for every household resident. Respondents are asked about health
insurance coverage in the previous calendar year. The Census Bureau then counts the individuals
reported as not being covered by either an employer-sponsored health insurance program,
individual private health insurance, a government sponsored health coverage program (such as
Medicaid or Medicare), or some other type of health insurance plan (such as a purchasing pool or
a state high-risk pool) as being uninsured.?

What’s interesting about those numbers is that they don’t indicate how long these individuals go
without health insurance coverage. Being uninsured to most individuals is a temporary situation.
Just as many people spend some time during their lives as unemployed, many people go without
health insurance for a short period. According to a Congressional Budget Office (CBO) study® of
the non-elderly population, approximately 45 percent of uninsured Americans go without
coverage for 4 months or less. Seventy-one percent of Americans obtain health insurance
coverage within 12 months of being uninsured, and 84 percent have health insurance coverage
within 24 months. Only 16 percent of the uninsured population goes without coverage for more
than 24 months.

Another thing that’s very interesting about the Census Bureau’s numbers is that they have been
challenged as too high by other very reputable sources. “The Congressional Budget Office
(CBO) estimates that between 21 million and 31 million people were uninsured for the entire year
in 1998--the most recent year for which reliable comparative data were available [when their
study was conducted in 2003]. Since then, the number who are uninsured all year probably has
not changed substantially, given historical trends.”* Further supporting the CBO data are two
more recent studies, one by the Urban Institute and one by the Actuarial Research Corporation.
Both of these studies were commissioned by the federal Department of Health and Human
Services in 2004, and both found that the Census data may overestimate the number of American
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uninsured.” The Urban Institute study used data from 2001, 2003 and 2004, and it concluded that
the Census surveys might have overestimated the number of uninsured by up to 4 million people.®
An analysis by the Actuarial Research Corporation focused on 2003, and concluded that 9
million, or 20 percent, of the 45 million people identified by the U.S. Census Bureau as uninsured
in 2003, actually did have health insurance coverage.

Both the Urban Institute study and the Actuarial Research Corporation’s report concluded that an
undercount of Medicaid recipients was likely the reason for the discrepancy.? Another reason
why the Census numbers bear scrutiny is that while they are supposed to represent people who
were uninsured at any point during the given year, they actually more closely represent the
number of people who are uninsured at a specific point in time during the year. Also, since the
data is collected from individual respondents, and since health insurance is such a complicated
topic, the probability of human reporting errors impacting the data is high.

Who are these uninsured Americans and why don’t they have coverage?

But no matter which uninsured number you use, the fact remains that millions of people go
without health coverage each year, which impacts their ability to obtain needed healthcare
services. And to be able to help solve the problem of the uninsured, it’s critical to know more
about this population and why they do not have coverage. Education and income level have been
shown to impact health insurance status, with higher levels of both leading to a higher likelihood
of being insured. In addition, race has been determined to play a factor, particularly among the
Hispanic population. Of all racial and ethnic groups, they have the highest uninsured rate at 32.7
percent.’® Another interesting fact about the uninsured is that the vast majority of them are part of
working families. The CBO estimates that nearly 90 percent of the people who were uninsured
all year in 1998 were in families in which at least one person worked, either part time or full time.
CBO indicates that 75 percent of the uninsured in these working families did not have access to
insurance through their employer, while the remainder declined employer-based health
insurance.™

When trying to determine why people do not have health insurance coverage, the common
denominator seems to be price. Seventy one percent of the non-elderly uninsured, and 97.5
percent of the non-elderly uninsured that go without coverage for more than one year, indicate
cost as the driving factor for their lack of coverage. Another leading cause is the dearth of
employer-sponsored health insurance coverage, which relates directly back to the cost issue.
CBO states that 61 percent of uninsured non-elderly adults report the lack of group coverage as a
contributing factor in their insurance status'?, and research shows that cost, combined with a weak
labor market has resulted in many smaller employers either dropping their group coverage or
requiring employees to pick up more of the cost of premiums. From 2000-2004, a Health Affairs
study indicated that the percentage of employers with between 3 and 1,999 employees who
offered health benefits dropped from 68 to 63 percent.*

What is being done to address this problem?

Despite the frequent claim that the United States is the only major industrialized country not to
provide universal access to healthcare for its citizens, the federal government actually has a
number of programs and measures in place to provide access to coverage, and the federal
government spends upwards of $99 billion per year to provide care for the uninsured™. Federal
law mandates that providers treat all individuals that enter hospital emergency rooms, regardless
of health insurance status, the federal Medicare program provides comprehensive health coverage
to all Americans over the age of 65, and Medicaid is a state-federal partnership program that
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provides a safety net of coverage to low-income pregnant women, children, teenagers, senior
citizens, and blind and disabled individuals. In addition, the State Children’s Health Insurance
Program (CHIP), which in Illinois is known as Illinois KidCare, provides federal and state
funding to extend health coverage to pregnant women and children up to age eighteen with family
incomes of up to 185 percent of the federal poverty level, and many states have raised those
levels up even further. Also, the new federal Health Care Tax Credit Program is available to
provide direct private health insurance purchasing assistance to hundreds of thousands of
displaced U.S. workers.

In addition to the federal initiatives, there are a multitude of programs at both the state and local
levels designed to provide lower income Americans and individuals with specific conditions and
medical needs with access to health care services. In Illinois, there are some vary large, well-
known programs, such as FamilyCare, which expands on Illinois KidCare, and offers health care
coverage to parents living with their children 18 years old or younger. But in addition to large-
scale programs, there are many, many smaller state programs that provided needed healthcare
services to state residents, particularly lower-income state residents, those without private health
insurance coverage, or those who have specific healthcare needs or suffer from particular
conditions. Just a few of many examples include the Illinois All Our Kids—Birth to Age Three
Network, which ensures that all children under the age of three years and their families have the
opportunity to receive the services they need, from prenatal care to well-baby checkups to
parenting education to specialized services, such as speech therapy, physical therapy or home
visits. Another example is the Illinois AIDS Drug Assistance Program, which provides
prescription drugs to nearly 3,000 clients each month. A third is the Illinois Breast and Cervical
Cancer Program offers free mammograms, breast exams, pelvic exams and Pap tests to eligible
women. Furthermore, county and city health departments, as well as private organizations like
the Red Cross and Planned Parenthood provide outreach and care to countless residents in their
areas on a regular basis.

The question remains, though, exactly how effective are these public programs at providing
coverage? How many of the uninsured are aware of these sources of coverage, and how many
access them to obtain needed healthcare services? Medicare provides coverage to virtually all
Americans age 65 and older, but Medicaid and the state Children’s Health Insurance Program do
not serve millions of individuals who are eligible for the program. Research estimates that about
half of eligible non-participants have private coverage and half are uninsured' Little data is
available about the effectiveness of the myriad of state and local programs that provide
individuals with access to healthcare services, if not access to actual healthcare coverage.

What else can we do to fix the problem of the uninsured?
The National Association of Health Underwriters, as a professional organization of more than
20,000 employee benefit specialists, is extremely concerned about the problem of the uninsured.
We are particularly concerned about those individuals who are chronically uninsured, those
individuals who qualify for existing programs to obtain care and coverage but for a variety of
reasons do not access them, and the affordability of health insurance coverage. Seventy-one
percent of the uninsured, including 97.5 percent of the long-term uninsured, indicate cost as the
driving factor for their lack of coverage™. To assist these individuals, NAHU is in support of the
following:
» Refundable, advanceable federal income-tax credits to be used for the purchase of private
health insurance coverage, either in the private individual or employer-based health
insurance markets.
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» Health Savings Accounts, which combine low-cost high-deductible health plans with tax-
exempt savings accounts to pay for routine medical care, and can help make health
insurance a more affordable option for small business owners, the self-employed and
low-income individuals.

» Measures designed to make private state health insurance markets more competitive and
vibrant, such as high-risk health insurance pools, the use of medical underwriting in the
individual and small-group health insurance markets, creative uses of reinsurance pools,
reductions in the number of mandated benefit laws, since competition in any marketplace
helps to reduce cost and improve consumer choice.

» The efforts of state governments to help low-income individuals purchase private health
insurance coverage, particularly through state income tax incentives.

» Measures to encourage private health insurance options targeted to people with incomes
below 200 percent of the federal poverty level (FPL), such as the federal Health
Insurance Flexibility and Accountability waiver program. Under this program, states are
encouraged to think creatively about how Medicaid and State Children's Health Insurance
Program (SCHIP) funding can be used to maintain and encourage coverage in the group
health plan market.

» Increased public education about the availability of the myriad of already existing
federal, state and local healthcare access and affordability programs, and the official use
of health insurance producers to promote participation in existing public healthcare
programs, in order to increase the effectiveness of outreach efforts.
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NOTE: This document is the exclusive property of the National Association of Health
Underwriters. It was prepared as an information resource for NAHU members, state and
federal policymakers and other interested parties. It is not to be duplicated, copied or taken
out of context. Any omission or inclusion of incorrect data is unintentional. If you have any
questions about the information presented in this document, please contact Jessica Fulginiti
Waltman, NAHU Director of Health Policy Research at either (610) 971-2404 or
jwaltman@nahu.org.
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