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Employer Sponsored Insurance
TAKE HOME POINTS

Employer-sponsored health insurance is the primary
source of coverage for non-elderly people in the
United States.

ESI constitutes a significant cost of labor for
employers that provide it.

Employers are not required to offer ESI, and
employees are not required to take it.



Why do employers provide
insurance?

| Historically, health benefits were exempt
from WWII era price controls

! Risk pooling — likely to get some healthy
people in the pool

| Employer tax subsidy

| Employers can negotiate lower prices than
individuals can



Disadvantages of employer-based
iInsurance system

! Tax subsidy is inequitable:
—IFavors high income

—IFavors wage earners vs. self employed,
individual plan purchasers

| Job lock

ol If health care costs rise faster than
inflation, then worker compensation rises
(even without nominal wage raises),
making US firms less competitive globally.



Cumulative Changes in Health Insurance Premiums, Inflation,
and Workers’ Earnings, 1999-2009
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Note: Due to a change in methods, the cumulative changes in the average family
premium are somewhat different from those reported in previous versions of the
Kaiser/HRET Survey of Employer-Sponsored Health Benefits. See the Survey Design
and Methods Section for more information, available at
http://www.kff.org/insurance/7936/index.cfm.

Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2009.
Bureau of Labor Statistics, Consumer Price Index, U.S. City Average of Annual Inflation
(April to April), 1999-2009; Bureau of Labor Statistics, Seasonally Adjusted Data from
the Current Employment Statistics Survey, 1999-2009 (April to April).
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Employer provision and worker take-up

Among firms offering benefits

% Workers
eligible for
% of firms health
offering benefits
health offered by % of eligible
benefits to their workers who % of workers
any workers employer participate covered
Small firms
(3-199 959% 81% 79% 64%
workers)
Large firms
(200+ 98% 79% 82% 65%
workers)

Source: Kaiser Health Benefits Survey, 2009



Fully insured vs. Self-insured

I Employers can have entire risk born by insurer:
fully insured

! Or, can pay the insurer only for administrative
functions while retaining full responsibility for
paying claims: self-insured (ERISA exempts
from state regulations)

I Another option: pay routine claims directly and
shift high-cost claims to an insurer — partially
insured



Self-insured Stats

Firm<100 | Firm has 100-499 Firm>500 All Firms
employees employees employees

% self-insured 39 259, 56% 13%
establishments

Source: Marquis and Long, Health Affairs, 1999 (based on survey in 7 states,
1997 data)

Firm has Firm has Firm has Firm has
3-199 200-999 1000-4,999 5000+

employees | employees | employees | employees

% workers in

fjlr;'as'g’ff’r 15% 48% 80% 88%  57%

funded plans
Source: Kaiser Health Benefits Survey, 2009



The Uninsured
TAKE HOME POINTS

Access to ESI varies by employment status,
Income, age, and race.

The uninsured vary by these same characteristics.
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Number Uninsured and Uninsured Rate: 1987 to 2008

Numbers in millions, rates in percent Recession
///\—'— 46.3 million
J
Number uninsured
—— — _ —— e | 15.4 percent
- Uninsured rate
| | | | | | | | | | | | | | | | | | |
1987 1990 1993 1996' 19992 2002 2008

' The data for 1996 through 2003 were revised using an approximation method for consistency with the revision to the 2004 and

2005 estimates.

2 Implementation of Census 2000-based population controls occurred for the 2000 ASEC, which collected data for 1999. These estimates also
reflect the results of follow-up verification questions which were asked of people who responded “no” to all questions about specific types of
health insurance coverage in order to verify whether they were actually uninsured. This change increased the number and percentage of
people covered by health insurance, bringing the CPS more in line with estimates from other national surveys.

Notes: Respondents were not asked detailed health insurance questions before the 1988 CPS.
The data points are placed at the midpoints of the respective years.

Source: U.S. Census Bureau, Current Population Survey, 1988 to 2009 Annual Social and Economic Supplements.



Health Insurance Coverage of Low-Income
Adults and Children, 2007

O Employer/Other Private 00 Medicaid/Other Public B Uninsured

Children 00 ol | 16% 64%
oo NE@-Poor 1% 43%

Parents
Near-Poor 50% 17% 33%
Adults Poor 24% 29%
without
Children Near-Poor 44%

Data may not total 100% due to rounding.
SOURCE: KCMU/Urban Institute analysis of 2008 ASEC Supplement to the CPS.



Health Insurance Coverage
by Poverty Level, 2007

O Employer/O ther Private O Medicaid/Other Public B Uninsured

100% - 7
—_ 29% 7%
11%
27%
45% o 83% 92%
0
44%
20%
0% I I I I ,

<100% FPL  100-199%  200-299%  300-399%  400%+ FPL
FPL FPL FPL

The federal poverty level (FPL) was $21,203 for a family of four in 2007. Data may not total 100% due to rounding.
SOURCE: KCMU/Urban Institute analysis of 2008 ASEC Supplement to the CPS.



Characteristics of the Uninsured, 2007

Family Work Status Family Income Age
400% FPL
No and Above
Workers 10%
19%

200-399% FPL

0,
24% <100% FPL
Part-Time 37%
Workers
12% 1 or More Full-

Time Workers
69%

Total = 45.0 milli on unin sured

The federal poverty level was $21,203 for a family of four in 2007.
SOURCE: KCMU/Urban Institute analysis of 2008 ASEC Supplement to the CPS.



Uninsured — 3 types

| Working & healthy

—IHealth insurance is luxury, throwing $ away if
always healthy

—IRelated to adverse selection

I Working & not able to get insurance
—IWork for small business, self-employed
—IHigh risk pools (beauticians, childcare givers)

| Eligible for Medicaid
—IEssentially insured (go to hospital if sick)



Insurance Coverage of Nonelderly,
by Race/Ethnicity, 2007

(] Employer/ [ Medicaid/ B Uninsured
Other Private Other Public

White, non-Hispanic 76% 12%
Black, non-Hispanic 52% 21%
Hispanic 42% 24%

Asian 70% 12%

American Indian 42% 28%
Multiracial 62% 259,

Asian group includes Pacific Islanders. American Indian group includes Aleutian Eskimos.
Data may not total 100% due to rounding.
SOURCE: KCMU/Urban Institute analysis of 2008 ASEC Supplement to the CPS.



Uninsured Rates Among the Nonelderly
by State, 2004- 2005
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[J <13% Uninsured (12 states)
National Average = 18% [ 13 to <18% Uninsured (22 states & DC)
M >18% Uninsured (17 states)
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SOURCE: KCMU and Urban Institute analysis of the March Current Population Survey, 2005 and 2006, two-
year pooled data.



