Characteristics of Current
B Purchasers of Individual Health
B Insurance and the Uninsured

Summary The zmpact of recent F ederal legzslatzan on- the zna’zwa’ual health znsurance market
s «-depends on the chaiacterzstzcs of each State: and those zndzvzduals who purchase nor-group”.
‘znsurance in those States.- Thzs Second - issue brief provides:a snapshot of ‘the” soczal and

g ',ieconomzc characteristics of current purchasers of individual health insurance. The brzef also
depzcts the characterzstzcs of a group that could potenttally benefzt from a healthy individual.

*. - insurance market - the currently unznsurea’ “The: “brief descr zbes the employment zncome and.
dernographzc‘ characterzsttcs -of non-group purchasers the untnsured and ceriain segments of
S the unlnsured zncludzng the: self ernployed and chzla'ren

Usmg data from “the March 1996 Current»
.'.Populatlon Survey, this i issue brief provides an
- overview- -of . non- -elderly . individuals . who'
s currently purchase pnvate non—group healthf
‘insurance. . In additioh, ~ the' issue “brief
examines. the characteristics of the uninsured -
' populatron and. thiee subsets.ofthe, unmsured
“individual§ . with = the - fmancral resources’.
) 'seemmgly to afford coverage md1v1duals who ,

] INTRODUCTION

T Most Amerrcans receive prlvate health care.
'j'_coverage through employer—based group
* _health plans. However an. alternative. source
E fof health care coverage for- those unable t0‘
L access the group ‘health market is thé “self-.
. pay,” or ‘individual market The individual: -
market is less than one-tenth the size of ‘the -
T group market 13.5 million compared w1th
. 150 3 rmlhon (See Flgure 2)

ENLE O '- _.;F‘IGURE 1. DISTRIBUTI()N OF CURRENT :
- AS the: 105th Congress convenes there Wlll be 'PURCHASERS OF NON-GROUP INSURANCE BY REGION

;much legislative . act1v1ty concerning ‘health
.- insurance. Federal health- proposals will: focus
-on’ provrdmg health care’’ coverage
o umnsured chrldren and unemployed adults : G
L 'Furthennore both- - Federal and - State™". Weste Mlg:;ifgm
‘ ,po*hcymakers ‘will - undertake 1mplementatlon ' P , L 25% "
of the 1996 Health- Insurance Portability. and. ’

e Accountabrhty Act. The potentlal 1mpact of Northeastern]
- these. regulations “on’-the - individual market " "Rle;‘;'ozn
~ depends heavily. on the. uniqueness of the:’ "N SE:;S;“ —
‘market’ and -the characteristics of those who - A 359

partrclpate - Litile - 1nformat10n is avallable
describing consurners. ‘who currently purchase’
* individual . insurance. and segments of the
-+ uninsured populatlon for whom the mdrvrdual
. market isa potenual source of coverage

“Total Population:
113.5 million”
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'. TABLE 2 DEMOGRAPHIC CHARACTERISTICS OF CURRENT PURCHASERS

e

REGION

Mldwest

'Sou‘-th Lo
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RS Race/Ethnlcrty T
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- Two adults/chrldren '

. Two adults/no children
One adult/ch1ldren .

2 One adult/no chrldren
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- Immigrant Status RN
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group, - a. descrlptlve analysis .of .
‘employment;  incomie and demographrc
‘characterlstrcs 1s provrded

'.\

OVERVIEW OF .’
- CURRENT PURCHASERS

- 13.5 - million . persons: ;

ey o Northeast (See Flgure l)

o _ Current

~ Shre -ASUMMARY OF CHARACTERISTICS
OF CURRENT L
.PURCHASERS BY INCOME

"'ZCURRENT PURCHASERS

purchasers of

. 1nsurance plans tend to:’

AMILY INCOME' ' “

% :

<s1o 0007
$10-$24, 999 o
$25:$49, 999 |
50,000+

26

T30

N employees) or self—employed*
e 'Have moderate fam1ly mcomes

o . Belong to two adult famrhes most w1th
' ,_chlldren R IR

fMEDIAN INCOME' :

T§32000

G e Under—represent Afrrcan Amerrcans and

’those of Hlspamc orrgrn i

'Current purchasers are: deflned as those non— 2
« “elderly. 1nd1v1duals with pnvate non- group_":j.
health insurance - coverage Approxrmately'
-were . covered: by
: 1':1nd1v1dual health i insurancé ‘plans in* '1995. Of ..
R -_these purchasers more than one- thrrd ‘reside’”
- in the South, .one quarter each.in the Mldwestf .

~ and” West,and -fewer than one- -in-five 'in the,fv_'.

1nd1v1dual health‘

. 'f_'Be employed in small busmesses (< lOO .

S Hlspamc persons can, be of : any race R

.:are self employed and_ chrldren For each X
then'f ’

: drstrrbutrons

Employment Of those employed
~percent work in small busiriesses with: fewer L
* than 100 employees or - are self-employed' S
Ci lThls f1nd1ng is.consistent with the structure of "~

' the health - insurance ~market: - }
employers prov1de group ‘coverage due, to
- 'Ieconomles of scale and the ablhty to pool rlsk RS

or non- workrng spouses
. unemployed

I ncome

. Jower 1ncomes

'4About 45 percent of current purchasers are not RN X

Hm the Jabor force; these are primarily chrldren_ -

::below - - “the :

'IThe predommant source of mcome is’ wages

~'.}'and salanes since purchasers tend to  be . i

the. S

. populatlon reported iricome resultmg from . - ..
T self- employment “from both farm -and non—:v_ A
a fann sources (See Table 3) et

employed ~Another - one-third - - of |

“Charadteristics of Current Purchasers and the Uninstred *

L TOTAL . -

9% 8%
A - 13 RO ‘.: 3. T

about 70 L

most . large o

Three percent are’. 1.
- pational, -
‘_unemployment rate. of 5. 6 percent in. March e
1996 (See- Figure ‘3)." There is little reglonal R
. var1at,10n 1n employment status ‘ AR

Although current purchasers are - . oF
 employed, " their- medlan _family income 'is. -~
.+ about- 75 percent ‘of the natronal medlan S
‘f.,,'famrly ‘income’, of  $40, 611" (See Table 1), -
’ ‘f,'-'Regronal dlfferences refléct, national - income ;'
- The West and - Northeast have peo
*“higher-i 1ncomes - the Midwest and.South have -
‘ compared to- the natlonal‘_';_'. =
'Vmedlan famrly 1ncome of current purchasers ;




Dembgrapltics The average age of non-

" elderly adults (between 18 and 64) covered- by f

. "mdlvrdual health i msurance i8.38 years old

o ‘. fehgrble for Medrcare (See Table 4)

V,,About one frfth of all current purchasers are
_between 50 :and 64, rndlcatmg that-at least - -

“some portion of th1s age group has purchased .
-individual : inisurance = prior to- becomrng',-.

- 'The racral composmon of current purchasers R
-tends to’ .under-represent” Afrrcan :Americans’, |
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- FIGURE 4: DISTRIBUTION OF THE UNINSURED BY REGION

Midwestern

and- mdrv1duals "of H1spanrc origin * when .

’ ',_;Compared to the broad ethnic composmon of:. |7
-~ the US: There is a higher: proportlon of R EP
; '_'.vAfncan Amerrcans with individual coverage
~ in the South Hrspanlcs in: the’ South and West,
" and Asrans in the West..’ Over 90 percent of .|
- current purchasers -are U 8. citizens.

However,” in: the. West ‘again reﬂectrng

A broader demographrc trends there is a higher e

- t purch -
propomon of cutrent purc asers who are non o SUMM ARY CH AR A CTERI STI C S

-THE UNINSURED

',More than one—thrrd of current purchasers are” .
.in famrhes with ‘two. adults and-at. least one .-
chrld Furtherrnore over 50 percent of current”
o .purchasers are i fam1hes with at- least one .
fvchrld (some portron of the other” category f

crtlzens (See Table 2)

. includes’ children). ‘Only 14 percent of. current S

. -purchasers. are'in smgle—parent famll‘res Wlth e 'tHave low famrly mcomes

£ : chrldren (See Table 2)
. OVERVIEW OF THE UNINSURED
5 The. U.S. Census ‘Bureau - reports that 15 4

v elderly . -are ° covered by Medrcare) The
R ;.number “of. unmsured _increased-: from 397

_-.."1994 t6.40.3 mllhon in 1995."

- As shown m Frgure 4, over 41 percent of the. .-
" uninsured” populatlon teside’~in ‘the -South, - -
.. “followed: by 26 percent in the West.” The
- remaining - _individuals- “'without . health.
. insurance are-almost equally drvrded between_ :
'~ the Northeast and Mrdwest (16 percent and 17-

T

N _,percent respectrvely)

:Umnsured 1ndrv1dua13'

Employment Many of the unmsured aré
" employed - by- small busmesses over 60.

: ' ppercent. of. the- total populatlon ‘was uninsured” :
woin 1995, ‘Over 17 ‘percent-‘of the non-elderly ",
'populatlon Were: unlnsured (almost:_ all the :

- firms." These. busmesses are less llkely to offer

:ihealth care coverage because of smaller. Tisk

_pools.. . and hlgher admrmstranve -costs
assocrated with - covering small groups:

million (6 15 -2 petcent of the populatron) in - However, ‘about 17 percent of the uninsured
. o eoare employed by . meditm and’ large “firms.

" Ahmiost-half. of the unrnsured are not in. the

. labor “force, mcludrng a. large number of !

: The unemployment tate of 7 percent for :
" uninsured individuals . is hrgher than’: the: "
‘natronal unemployment ate.
'jemployment status. does” not demonstrate ;

* 403 million

. |[Northeastern

Region -
16 %

N -To‘taltPopul_ation:

s Are drsproportlonately ernployed by
""’fsmall busmesses R .

o _Have hlgher than average unemploymen

~Are younger and belong to qnmorrty
K ‘fgroups '

percent of: those employed ‘work for . small

unmsured chrldren (See Frgure 5)

. Generally, g

much e gronal varratron




i 'ElUnemployed
‘O Small Firm (<100)

Large Firm (5004):-

jTABLE 5 % OF THE

FIGURE 5. EMPLOYMENT . .
CHARACTERISTICS OF THE

. EIMedium Firm (100- 500) ‘
BINot in Labor Force . : '.’- Ll

UNINSURED BY INCOME -

R Hlspamc persons ¢an be of any race

o ‘Income
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- TABLE7 DEMOGRAPHIC CHARACTERISTICS OF THE UNINSURED

© ' ‘Asian / Other : 6
c -Immxgrant Status o

oD REGION

. Demographic PR ; T
" Characteristic - * -~ Northeast Mldwest South L ’West '_'TOTAL
Race/Ethn1c1ty L . '

. White . DU _,.59%:_; 74% 52% _ ,"43%'

" African- Amencan s '17' ’ 16 .25 s 1

.- Hispanic Origin" S 18 . 6. 20 4324

.. US.Bom * T6%: ?'-'92%-:..,,,87%;.‘ L 66%.
T ForergnBornszen B OO S S ShAC MR e
- " ‘Foreign Born Non- Crtrzen 19 _‘6 : SRR § SR (| S '16 S
- - Family Composition : D A L
- Fwo, adults/chlldren L 32% ‘ 32% 39% A2%. -+ - :' 37%_' SR
7. Two'adults/no childrén = . © 119 % 71T -"-16 Do B e e
... " One adult/children = 18 . “j20 19T 16 A8 L
. One adult/no ch1ldren SR '1.9,,- 23 ‘j A7 e 2 20 T
Other .7, ... CA2 LT a9 g e g

$25. '$49 999
$50; ooo

have -annual incomes of . less than $25,000,

MEDIAN INCOME

‘family - incomes.:
‘unlnsured md1v1duals are .

'TABLE 6 INCOME SOURCES o
OF THE UNINSURED o

incomes; -these . 1nd1v1duals also -

FAMILY INCOME
SOURCES S

% SOURCE

o employed

':Demographzcs

WAGE & SALARY

PUBLIC SOURCES 5
'PENSION

SELF EMPLOYED_; i
(FARM)

(NON-FARM) "

SELF- EMPLOYED’ e

3[.-[8‘5%".' = N sers,
ST e general ounger.
8% /8 y . young;

_purchasers,: " uninsured. - 1nd1v1dua1s -are

:years old. :

About 54 percent of all non- elderly umnsured

-.'8)

"belong o mlnorlty groups

Those w1thout health msurance,.
L0 coverage- tend to: have low famrly -incormes,
.. "The median’ famlly incomie of the uininsured i is...

o $22,900 compared to over $4O 000 ‘nationally. '
- About 34, percent of uninsured -individuals -
other: groups.
‘while dnly. 17 percent have. ificomes greater
" than-$50, 000 (See Table 5). By.region, the
- iricome- distribution reflects: national -trends;
. 'with the’ Northeast dlsplaymg highér medtan .
~About, "85 - pércent ;. of .
o fapilies
o feceiving incomes. from wages and ‘salaries. :
ySmce the uninsured ~tend " to have 1ower_"
report -
’ srgmﬁcant reliance-on pubhc assistance (See -

- -the, unmsured are less hkely to be self—._-i

Compared W1th current :

Lo '.unmsured are over- 50 years of age. (See Table; .
15% o " : . ..~ resources
o ,1nd1v1duals

17 “percent . '?hﬂ_dren. -

i - About 46 percent of unmsured mdlvrduals‘3
A%

B

.AfncaniAmerrcan 24, percent Hlspamc and A
5 percent Asmn/Other (See Table: 7). Of. ... -
individuals . of e
Hispanic ‘origin tend to report the absence of -
- health’ msurance coverage more’ often than~ 'V "

Accordmg the Census Bureau,. ',

“ about 33 percent”of 1nd1v1duals .of Hlspantcr-’ LA
'ongln ‘were uninsured ‘in. 1995, -compared R
- with about: 21 percent of Afncan Amertcans_‘_:f-,. .
‘who lacked coverage ' v

these: mmorlty groups

- The umnsured are more hkely to' be nop- ‘_:
* citizens than: current purchasers, 6 percent-of. . *
“current: purchasers compared with 16 percent. ..’
_of the uninsured (See Table 7). This may: be :.
.».__'»m part due to the lower economlc tesources of * - :

. Table 6) Compared with current purchasers R non—cmzens as compared Wlth crtlzens

The unmsured fend- to be in famlhes w1th

‘chrldren - Abiout 37 percent of the: unlnsured ::".,
are in: famrhes with, two- adults and ‘af least' - -
‘one chrld and “another: 18 percent are in

- The average. age 'of:r" :srngle—parent fam1lles (See Table 7)

e et -_unmsured adults between 18 and 64 is’ 35 B
o 6% o
g

e - ‘are less than 30-: years.. Only I percent of the’

SUBGROUPS OF THE UNINSURED

“ . This section focuses on the characterrstrcs of v/
- three: " distinct . groups:
l‘populatlon - of S
-pohcymakers those: who - have the fmanmal SETEE
seemingly - to. afford - coverage, | ..
an g

‘of . .the umnsured-'
- potential  interest’ t'o‘

Who are - self employed

Characteristics of Current Purchasers and the Uninsured - e

54%.

R




B ;_Unmsured
"% resources tend to work: in-$mall’ f1rrns (with "
- fewer than 100 employees) . About 20 percent g
.. of these umnsured individuals work 1 in'large
,?'_Lcompames Wl'[h more than 500 employees"
77 (See Flgure 6) ' e

The
S individuals ~with f1nanc1al resources s 36 .
“years old (See. Table 9). - '

'Unmsured wzth Slgnlf" cant Flnancml

‘the! fmancral resources to purchase individual

g coverage “but remain uninsured.: Thé CPS‘”
. does: not - indicate ~whether individuals are -
. eligible for group coverage or- are 1nsurable,'-
- however, the CPS dees provrde a measure of g
.- “the econornlo resources of: these individuals. .
‘While- there is no smgle best method to gaugef =
- "flnancral resources, this. analy51s uses: 275
. percent of poverty as thé threshold, This
" -figure represents -the . maximum allowable‘-"
.- Medicaid ehglbllrty limit " for . low- mcome:

"“v‘pregnant women and chrldren i

' 'coverage

Employed w1th a majonty workmg i S

small busmesses

Ethnlcally d1verse

Smgle or couples wrthout ch‘ildren -

mdlvrduals wrth

_’Th1s analys1s assumes ‘that these unmsured: h
: ,irnd1v1duals with flnanc1al resources have :

. incomes greatet than 275. ‘percent of poverty

- The family ‘median .income for this. defined -
S populatlon is over $50 000 (See Table 9). - A’ i
- large majonty of potential purchasers report:

- ‘receiving wage and salary. income.

one- quarter of this populatron are:. self-
“’employed :

average adult age

' ‘_'14 percent are between 50 and 64 years old

S . ;;;These unlnsured md1v1duals are ‘more- rac1ally'
: -V.;'Resources. Some unmsured individuals have -
:one—thlrd are minorities (See. Table 9). While:

have two adults in, the: family, with almost an
fequal division ,of famrhes Wlth and without-
'chlldren Furthennore Tess than 10 percént of -
" these’ unmsured mdlvrduals are in smgle—
. e l'-parent fam1hes w1th chlldren (See Table 9).
L } The federal poverty 1evel threshold varies by‘ i o

o '_farmly coriposition. and: agé.of the head of the -
. ‘heusehold. . For example, 275 percent of the
... Federal poverty level for a family of four was
. $42;000in 1995.+ Under this defm1t10n -about .-
o 10.6 IIlllllOIl umnsured persons ‘may- have the, ..

AT f1nanc1al resources to obtam md1v1dual health 4 eare coverage 10 the. self- employed In some.‘,

'~Self Employed . Whlle 1nd1v1dual-,‘ _
insurance: market tends to serve trans1tory.
1nd1v1duals such as the Tecent . college

praduate “or_the’ early retIree the mdlvrdual N
.tnarket .also‘is"an 1mportant source of health'

~cases,
] . : . ol "‘long term
. fu"_The unmsured wrth srgmﬁcant fmanc1a1 :

S _.coverage for: self-employed individuals whe
. _ resources are: <.

" “have no’ access to the group market. - Like the z

: umnsured wrth " significant - - “financial
-jresources_ unmsured " self- employed';
.. sindividuals.

RO 1nd1v1dua1 insurance.

: .“-Approxunately ,3'-, :
o ;,-1nd1v1duals are self—employed and they tend

f1nanc1al o

'-,'-"' Have low to moderate mcomes

g 'The medlan famrly income of the unmsured
‘self-employed. is"-about $26, 500; . which is
) substantrally below
‘-famrly income.

incomes: less ‘than $25, 000 “while 23 percent
-have famrly mcomes of 4 over $50 000.- '

Almost ) “The: average dge of . the umnsured self—' .

. ,employed adult i rs 41 years old- (See- Table 9)
-of -unmsure d s Only 16 - percent of all non- elderly self— ’
-'_-employ_ed are léss than 30} years old. Al_rnost
_ .an_-quarter arej' b’etw"een '_5-0'1and 64_: years of. .
, ‘"_-,age.«_';. R A /

" . -About 48 percent of all non elderly unlnSured o

individuals are less, than 30 years old.’ About: The racral composmon of: the self employed :

: reﬂects the Iarger number of . unmsured“

NIHCM Issue Bri

LE '8 AGE CATEGORY SUE

diverse, when compared to the 'nation... About THE UNINSURED

.86 percent of potenual purchasers dre US. . %
- borii ¢itizens, the West has a dlsproportlonatb =z 28% -
'percentage of non- cmzens PR O
a'Forty Seven . percent of these umnsure o 6
individuals -are in ‘families . without - children. : 21

More than AWO- th1rds of- potentlal purchasers

the . individnal. market becomes ‘the
source . for’ health msurance_

are '’ potentlal purchasers -of,

m1lhon uninsured'--' y

Be older

“Be, smgle or couples w1thout chlldren ’

the' natlonal med1anv'
About 44 percent. have -

BlMedium Firm (100- 500)
BLarge Fifm. {500+). -
Not in Labor Force. .

o -f‘Ch-drﬂcideriSti”cS- fof c}urlr'e'iit Purchasers and the Uninsured 5
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- - A.TABLE 9 SELECTED CHARACTERISTICS OF THE UNINSURED SEGMENTS

UNINSURED
B I Slgmfrcant e
. Characteristic . Resources VU Self Employed -Children
. “Median Family Income R $53 712 o $26 477 - $23,5200 .
L <$10,000; o _n/a 15% » 18%' B
$25.000- $49 999 Lo mfa e 3 32
1 $50,000+ j__-{ Coo Tl afa 2301
;’,'Race/Ethmclty DR s T T P
. White : R LT 68%. CT3% -,,‘49%.‘-'
"Black Lol T 14 U9 T 18
Hispanic Orlgln R s ) D VA 28 SRR
o Asian/Other 1, s a0 C6 5
"'iFamlly Composition =~ oo el e St T e
“Two-adults/children e B1% e B6% - 63%
" Two'adults/o children .~ - T 3300 57T 23 nfal
. Oneadult/children == . w.ni o0 U8 LT o w7 33
- ..One adult/no chrldren e s e e 27 s T pfal
COthert .ol e e g e
. _Average ‘Age - R L 36 Yrs 41Yrs - 9 Yrst T '
g ‘..*IjIrspanlc,persons can-be of any race. - L _ : : :
'md1v1duals of Hlspamc orlgm In addltlon - heafth . insurani:e furthermore even Cif

L ~about 11 percent are non crtlzens

Half of the unlnsured self employed are in

.+ children, " a large mmonty belong
- households with two parents. .Only 7 percent

: ""_-‘of self—employed mdrv1duals -are, in smgle-
L parent famllres (See Table 9)

e ';Chzldren Whrle there have been efforts by =
* states, the’ Federal Govermnment, and sprivate.
; orgamzatlons 10, prov1de health care coverage"

to chlldren -9.8 miillion children rernamed
-'This frgure fepresents -

: of 18. " ‘The~ followmg pr0v1des a bnef
'deprctlon of umnsured chﬂdren -

'Generally,. umnsured chlldren have med1an
family  incomes, qulte s1m11ar to. the general

- »V.percent of unmsured chlldren live in families =
: -_w1th 1ncomes -of :more - than $50 000 (See
* Table"9).

,households w1thout children. - Of ‘those- w1thg'

S unmsured populatlon but 31gn1f1cantly below._.
" ‘the nation-as a wholé; the median family .
 income is $23,520. cornpared to ‘a ‘national .
'~ 'median of $40,611: A :majority- of families:
" ~have incomes of less.than $25,000. Only 15

st ‘Lower-income - parents are less
s "llkely tobe employed by flrrns Who offer - '

employers offer health. irisurarice, 1t is often_ .

+100: costly for these Workers to purchase such
coverage - ' S

The average age: of umnsured chrldren 1s 9-‘ :
years old. . One th1rd of the chlldren are; under

5 years of age. “Half of the umnsured chlldren g
1nclud1ng 28 percent -of
najority” of the”children =~

..are minorities;
Hlspamc ongm Ax
are -in: households with. . two: adults though'
‘one-third- of uninsured children hve n -srngle-
parent farmhes (See Table. 9) Lo =

CONCLUSIONS

Th1s isste: brref has provrded an.overview' of-__' .

- the characterlstrcs of . current purchasers of * '

1nd1v1dua1 health 1nsurance as well as a ..

portralt of the uninsured. - Addxtronally, brlef S
- portraits - were . given for - segments’ of the_

umnsured those .whe_ can.. seemlngly afford v

1nd1v1duals
and

self- employed
. Thé - social

coverage “and

chlldren

unmsured who.. may" purchase-
coverage affects -the ~ size: ‘of -

of. 1nd1v1duals to buy health insurance. .-

| ~'Charadéfi$tit‘s:_-of Current Purchasers and the Uninsirred.

‘economic .
characteristics. of current purchasers and thosé ©~
individual -
‘individual” . *
“insurance. markets and-the: relatlve propens1ty.« :




