Health Insurance Coverage 

Definition: A mechanism to provide financial access to needed health care services by distributing the costs and risks.  Health insurers manage and guarantee these costs and risks of providing health care services. Health insurance is purchased by employers, directly by individuals, and through state and federal government programs such as Medicare and Medicaid. People who are not covered by health insurance must pay for all services directly out of their incomes. Lack of health insurance is a risk factor in delaying or not receiving needed care. 

Summary

Data from the 2000 State Population Survey show the share of Washington residents without any health insurance decreased to 8.4% in 2000.   This level is probably the result of the strong state economy during the late 1990s as well as expansions of Washington’s publicly subsidized insurance programs and of employer-sponsored insurance.  An additional 5% of Washington residents were likely to be without health insurance coverage for part of the year.  Census Bureau estimates shows that the percentage of Washington residents with gaps in coverage has increased.  

Most Washingtonians are insured through private or public employers or through state or federal programs such as Medicaid and Medicare. The uninsured are most probably those who do not have access to insurance through an employer, including unemployed and low-wage workers, or those who are not eligible for government programs. Among those at highest risk for being uninsured are young adult males, the working poor, Hispanics, American Indians and Native Alaskans, and residents of rural Washington. 

More Washington residents might lack health insurance as the state economy weakens, medical costs and insurance premiums rise, and Medicare and Medicaid adjust to budget pressures. There are no easy solutions to this problem. Increasing health insurance rates and strengthening the health care financing and delivery systems require difficult trade-offs across access to care, cost, consumer choice, physician autonomy, quality of care, and covered services. 

Time Trends
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The percentage of Washington residents reporting in the State Population Survey (SPS) that they were currently without any health insurance declined from 9.5% in 1998 to 8.4% in 2000.
  The 1998 SPS found that an additional 5.3% were without coverage for a month or more in the previous year.  The question concerning months of coverage was not asked in the 2000 SPS.  The SPS insurance rate increases reported in the late 1990s reflect a strong economy, greater availability of insurance offered by employers, and modest increases in enrollment of low-income minors through publicly funded health care programs such as the State Children’s Health Insurance Program (SCHIP).

The U.S. Census Bureau’s Current Population Survey (CPS) estimates indicate the percentage of Washington residents with gaps in coverage increased to 14% during 1999–2000. Washington’s rate for this measure has been two to three percentage points lower than the national rate, though the gap might have closed in 2000. 

The Census Bureau estimate of health insurance rates differs from the SPS estimates because they include those without insurance for some part of the year.  See Technical Notes for further discussion of differences between SPS and CPS estimates. 

Year 2000 and 2010 Goals

The Healthy People 2010 goal is for 100% of  people to have no gaps in health insurance coverage. 
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Geographic Variation 

SPS data do not support health insurance estimates at the county level or assessment by the rural and urban classification schemes used elsewhere in The Health of Washington State.  Data are reported by multi-county regions. 
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Residents of rural Washington regions are less likely to have health insurance than residents of urban regions.
 About 14% of people living in rural Eastern Washington counties are uninsured, about twice the rate (7.2%) of residents of Central Puget Sound and Clark County. This urban-rural gap widened from 1998 to 2000. While the rate of uninsured in King County dropped from 9.7% to 7.7% during this period, it remained unchanged in rural counties.

Age and Gender

Young adults represent the age group that is the least likely to have health insurance. National analyses sponsored by the Henry J. Kaiser Foundation report that this is because as young adults transition into the workforce, they are less likely to be eligible for employer-based coverage.4 They typically work part-time, in low-wage jobs, or for small employers who do not offer health insurance benefits.  As they get older, they are more likely to have health care coverage, particularly once they reach age 65 and qualify for Medicare. At the other end of the age spectrum, an increasing number of children are insured because of the expansion of publicly subsidized programs such as SCHIP. At the same time, the ranks of uninsured parents are growing. A recent Commonwealth Fund report found that 22% of Washington parents were without coverage for some time during 1997-99 compared with 15% of children.
 

Men are more likely than women to lack health insurance. This is in part because more women are eligible for health care coverage through public programs. Pregnant women and women with children are more likely to be enrolled in Medicaid. And because women live longer than men, they are more likely to qualify for Medicare.  

Race and Ethnicity
Racial and ethnic minorities are more likely to be uninsured, and national analyses have shown that these disparities are only partly related to income levels.
  In Washington, Hispanics are three times more likely to be without insurance.  Blacks and Native Americans are also significantly more likely to be without insurance than whites. 


Income and Education

Rates of health insurance coverage tend to rise with income and educational attainment. Higher income jobs are usually those in which health insurance is offered as a benefit, and higher earners are more likely to afford coverage.  Those earning less than $50,000 or those without a four-year college education are significantly more likely to be uninsured.

Other Measures of Impact and Burden
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Several national studies link the lack of health insurance with decreased access to health care. People without health insurance are less likely to have a usual source of care, have more difficulty accessing care, make less use of preventive health services, and pay more for health care. People without health insurance are 50% more likely than people with health insurance to be hospitalized for potentially avoidable health conditions such as those arising from diabetes and pneumonia. People without health insurance are more likely to be diagnosed with later-stage cancer. Women without health insurance receive prenatal care later in their pregnancies, and their newborn children have a 31% greater risk for outcomes such as physical disabilities or mental retardation. Adults without health insurance are four times more likely to use emergency room care than are adults with health insurance.

Risk and Protective Factors

Managed care and health plan instability. In 1999, 16.5% of Washington residents received care through a staff-model health maintenance organization (HMO).
 A much larger percentage of Washington residents’ care is managed through other mechanisms such as preferred provider organizations.  Several insurers have entered and subsequently pulled out of the managed care market entirely, or in some service areas, are requiring their enrollees to find new plans or new providers. This problem has been particularly acute for enrollees in Medicaid and Medicare managed care plans. In 2000, more than 60,000 Medicare managed care enrollees and 129,500 Medicaid managed care enrollees were required to change plans because of pullouts.
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Medical expenditure increases. The nation experienced a period of lower medical cost increases during the mid-1990s, during which costs rose at a rate of 4.8% a year. But during 2000-01, the rate of medical expenditures increased to 8.6%, a rate 2.5 times the rate of general inflation. Increases are driven by the easing of cost control strategies in managed care, the increasing sophistication of medical interventions, increased demand for health services, a population that is growing older and sicker, and higher medical cost inflation. 
  More than half the increases in medical costs in the 1990s resulted from increases in population and intensity and level of services provided.
  Rapidly rising medical expenditures are placing great stress on employers to reduce or eliminate coverage for employees or to raise premiums.  Premiums for employer-funded insurance rose 8% in 2000 and 11% in 2001.
   

The cost pressures on publicly funded medical expenditures in Washington is even greater as a result of growing enrollment and rising costs. From fiscal years 1999-2000 to fiscal years 2001-03, Medicaid and other Department of Social and Health Services medical expenditures are expected to increase from $4.7 billion to $5.4 billion, an increase of 15%. During this time, state lawmakers are facing continuing pressures to limit public spending or to target public resources to education or transportation.  Publicly funded health insurance programs may face significant reductions.
 At the national level, the Medicare system is also facing longer-term threats to its financial viability as a result of medical cost increases and an aging population.

Provider participation. A recent study sponsored by the Medical Assistance Administration and the Washington State Health Care Authority found that although health insurance plans might offer coverage for publicly insured patients in an area, providers are growing more reluctant to participate because of concerns about contract terms, declining reimbursement rates, and cumulative administrative complexity.

High Risk Populations

The working uninsured. According to the 2000 State Population Survey, 75% of Washington residents without health insurance or their dependents are employed.
  The 1998 Medical Expenditure Panel Survey of employees found that when health insurance was offered through an employer in Washington, 89% purchase it.
 The “working uninsured” are most commonly found in low-wage jobs or working for small employers. The Henry J. Kaiser Foundation found that 55% of workers making $7 an hour or less had health insurance, compared with 96% of those making $15 an hour or more.4 Less than half  (44%) of Washington state employers with fewer than 50 employees offered health insurance, compared with 96% of those with more than 50 employees.14
Rural residents. As noted elsewhere in this report, residents of rural areas are less likely to have insurance. When they do have it, they have fewer choices. Small employers and low-wage industries dominate rural economies. Insurers are less likely to offer either individual policies or managed care options in rural communities. In 2001, six of 13 small-town rural counties had only one Healthy Options plan available, a situation that occurred in only one of 12 urban counties.

American Indians and Native Alaskans and Hispanics.  These groups of Washington residents are more than three times more likely to lack health insurance than white residents. They are far more likely to be unemployed or in low-wage occupations. Hispanics are less likely to have U.S. citizenship, and they therefore are less likely to qualify or apply for publicly funded insurance. The Indian Health Service, which provides care to American Indians and Native Alaskans, is significantly under-funded, and it has encountered important issues coordinating with and maintaining eligibility for Medicare and Medicaid.

Near-poor with health conditions.  People with permanent disabilities are as likely as people without disabilities to have health insurance
 because they can obtain coverage through Medicare and Medicaid. But publicly provided coverage is mostly an option for people who have spent down their assets. People who are in poor health, but who have not spent down their assets or who do not have permanent disabilities, have few options for health care coverage other than the individual market. The sickest 8% of those seeking individual policies, often those with low incomes, must seek coverage from the Washington State Health Insurance Pool, which offers policies with high deductibles ($500 – $1,000) and high annual premiums ($2,000 – $6,000).
 

Non-citizens. Washington’s SPS indicates that 24% of non-citizens had no health insurance in 2000 compared with 8.5% of citizens.
 

Intervention Strategies
To increase health insurance rates and strengthen Washington’s health care financing and delivery systems, policy makers must negotiate complex trade-offs between access to care, cost, consumer choice, physician autonomy, quality of care, and covered services.
 The US General Accounting Office has recently completed an assessment of options expanding health insurance coverage
 that identifies several possible intervention points.  The Washington State Office of Financial Management is conducting a comprehensive Washington State assessment of health insurance access and options for maintaining or expanding health coverage. Results of this effort, funded by a grant from the U.S. Health Resources and Services Administration, are expected in early 2002. Among the interventions being considered are:

Private insurance tax credits, deductions, or vouchers.  These approaches are not targeted to the low-income people who make up most of the uninsured. To have any effect, deductions and credits must be large, because annual premiums for people in the individual health insurance market range from $1,500 to more than $8,000.  This intervention is available only at the federal level, because Washington does not have an income tax.  Tax incentives may nonetheless help maintain insurance levels as premiums and out-of-pocket expenses for employee-based insurance rise. 

Incentives for employers.  The Office of Financial Management is examining several options for employer incentives.  Kansas, Massachusetts, and New York have experimented with one approach: tax incentives to encourage employers to offer health insurance benefits. Participation and interest have been low, and several difficult implementation issues have emerged.
  The effectiveness of other incentives approaches is uncertain.

Expanding public programs.  Efforts to expand publicly funded programs effectively target low-income people.
 Washington’s high insurance rates partially reflect the state’s aggressive expansion of publicly subsidized health insurance options through Medicaid and the BHP during the late 1990s. But expansion of publicly funded insurance requires significant state contributions. Washington is experiencing a period of diminishing state resources, and publicly funded programs have begun to retrench. 

Raising awareness of health care costs.  Many people with health insurance are not directly exposed to medical costs as their benefits are defined, and they are not billed for the full cost of services.  This can encourage overuse.  Health insurers are adopting several approaches to link costs and use more closely.  Early approaches have included higher co-pays for brand name drugs to encourage use of less expensive but similarly efficacious generic drugs.  More recently, some insurers are have experimented with defined contribution plans, under which employers provide insured employees a fixed dollar amount with very few limitations on where it can be spent.  Often the defined contribution is coupled with catastrophic health insurance.  The affects on access to health care, cost shifting, and reducing medical cost growth have not yet been assessed.

Administrative simplification. Efforts to reduce administrative costs in the health insurance system can free more resources to expand or maintain insurance coverage. The percent of premiums spent on administration by HMOs and health care contractors in Washington increased from 9.8% to 14.4% from 1993 to 1998.
 The administrative burden imposed on health care providers has also dramatically increased.

Efforts are underway to improve efficiency and decrease administrative cost. The federal Health Insurance Portability and Accountability Act of 1996 is encouraging standardization of billing and other insurance transactions over the next five years. The Washington State Hospital Association, the Washington State Medical Association, and four leading state health insurers have formed a high-level collaborative process for reducing health insurance paperwork. Initiatives cover paperless claims processing, credentialing, adjudication, and referrals. Initial results are expected in 2002. 

The Health Care Authority and the Department of Social and Health Services also began initiatives to reduce administrative costs and contain costs in 2001.  Efforts include simplifying the managed care contracting process and consolidating pharmacy benefit programs.

See related chapters on Health Care Services Infrastructure and Access to Health Primary Care Services.

Data Sources

State Population Survey: The SPS is a detailed telephone survey of more than 7,000 Washington households, which the state Office of Financial Management conducted in 1998 and 2000. For more technical information, see: http://www.ofm.wa.gov/sps/2000/index.htm.

Current Population Survey:  The CPS is a national survey conducted by the U.S Census Bureau to capture labor force data. Since the 1980s, the CPS March Supplement has included questions on health insurance status. The Washington State sample reaches from 600 to 800 households. For more information on the CPS and other federal surveys, see: http://www.shadac.umn.edu/link/default.htm.

For More Information

Washington State Planning Grant on Access to Health Insurance, Office of Financial Management, (360) 586-7531
Office of Community and Rural Health (360) 705-6767.

Technical Notes

Estimating health insurance coverage rates: Recent estimates of health insurance coverage rates from Washington’s SPS are lower than from estimates derived from the CPS. Several factors contribute to this difference. The CPS definition includes all those who were currently uninsured and who reported that they were uninsured at any time during the past year. Recollection inflates insurance estimates. Due to sample size constraints, the CPS uses data pooled over two or three years. Finally, the interviewers for the CPS do not have detailed information on Washington’s public insurance programs and therefore may underestimate those with public insurance. The CPS is useful for making comparisons among states and for longitudinal studies.
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