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Employer-based plans and Medicaid increasingly
are viewed by lawmakers as the most likely
avenues for expanding health insurance coverage
among people under age 65.

Public Policy Options to Expand
Health Insurance Coverage among the

Nonelderly Population

Seeking ways to improve access to health care for the uninsured popu-
lation under age 65, federal lawmakers are examining public policy op-
tions that would broaden health insurance coverage in any of three
ways: (1) encouraging individuals to buy coverage; (2) expanding
employer-based coverage; and (3) expanding Medicaid eligibility.

Legislation introduced in the 100th Congress targets employer plans
and Medicaid. S. 1265, introduced by Sen. Edward M. Kennedy (D-MA),
would require employers to provide at least a minimum health benefit
package for most workers and their dependents. Sen. John H. Chafee (R-
RI) has introduced a bill (S. 1139) to expand Medicaid eligibility and
permit people living near poverty to purchase Medicaid coverage.

In 1985,'_Jl/percent of the uninsured were either workers or their
nonworking spouses and dependents. Thus, depending on the criteria
used to qualify workers for coverage, a significant proportion of the
uninsured might be newly covered through employer-related health
insurance options. Broadening Medicaid eligibility and permitting the
near-poor to buy Medicaid coverage might reduce the uninsured popu-
lation by three-fourths; subsidies might be required, however, to en-
courage widespread purchase.

This Issue Brief, the conclusion of a two-part analysis, examines public
policy options in terms of their potential effectiveness in reducing the
uninsured population, and estimates the numbers of uninsured people
in 1985 that might have been covered under various options.
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• Introduction plan, compared to 66 percent that reported coverage
from an employer plan (EBRI, May 1987). Among

The growing number of Americans under age 65 nonworker adults (the group most likely to have
without health insurance has captured the attention of individual coverage) fewer than 21 percent reported
Congress and state legislators. The issues associated coverage from an individual plan, compared to more
with this population are twofold. First, people without than 33 percent covered as dependents under an
insurance or other apparent means of payment for employer plan.
health care services commonly have difficulty gaining
access to needed care. Second, financing uncompen-
sated health care (care for which recipients are unable to • • •

pay) has become an increasingly difficult problem for The low income that characterizes most of the

health care providers. Uncompensated care provided uninsured population suggests that rela-
by hospitals and physicians in 1986 may have totaled $8
billion--approximately 5 percent of providers' aggre- tively few might purchase insurance cover-
gate gross revenues, but unevenly distributed among age if they had to pay the full cost.
providers (Chollet, 1987). Presumably, much of this
cost is shifted to privately insured consumers, most of • _ _
whom are covered by employer plans.

The relatively low rate of individual insurance purchase
Public policy options to expand health insurance in the United States is a result of at least two factors.

coverage among the nonelderly population are of three First, individual insurance is expensive relative both to

general types: (1) options that would encourage indi- the average price of a group plan with comparable
viduals to buy coverage; (2) options related to expand- benefits and to average family income. Informal

ing employer-based coverage; and (3) options related to industry estimates suggest that insurance premiums for
expanding Medicaid eligibility, individual coverage may average more than 130 percent

This Issue Br/ef, a sequel to the May 1987 EBRI Issue of large-group premiums for the same benefits. Thehigher cost of individual coverage relates to the health
Br/ef on the uninsured population, examines various care risk posed by individuals without access to an
public policy options in each category in terms of their employer group and to the cost of administering
potential effectiveness in reducing the number of non- individual plans.
elderly people without health insurance coverage. The

numbers of uninsured people in 1985 that might have Second, people that would buy individual coverage
been covered by an employer plan or Medicaid under may be more likely to be uninsurable than the popula-

various options are estimated. These estimates are tion with access to an employer plan. That is, they may
based on the nonmilitary, nonagricultural, under-65 be more likely to have a health condition that would
population reporting no health insurance coverage from

predictably generate large claims against the plan. Such
any source in 1985: nearly 35 million people. Also eval- people, who represent a poor insurance risk, may be
uated is the possible impact that public policy options to unable to buy individual insurance coverage at any
expand coverage through employer plans may have on price. Although 14 states have formed insurer-under-
the availability of jobs for low-wage workers, written financing pools for uninsurable residents, most

have no arrangement other than the state Medicaid

Encouraging the Individual Purchase program. In such states, uninsurable people that are
of Health Insurance categorically or financially ineligible for Medicaid

benefits may have no insurance option outside of an
Relatively few nonelderly Americans purchase individ- employer group.
ual health insurance. In 1985, fewer than 12 percent of
nonelderly Americans reported health insurance The low income that characterizes most of the

coverage from an individual, nonemployer insurance uninsured population suggests that relatively few might
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purchase insurance coverage if they had to pay the full plans to cover a variety of specific services or the
cost. In 1985, one-third of the nonelderly uninsured services of specific provider types. 2
population lived in families with income below the

federal poverty standard; 1two-thirds reported family To date, only the state of Washington has authorized a
income less than 200 percent of poverty. Past research

subsidized, voluntary individual health insurance plan
suggests that employer plans--the principal source of for its uninsured population. In March 1987, the
insurance coverage in the United States--have Washington legislature authorized the establishment of
achieved widespread coverage among workers pre- a managed-care "basic health" plan for uninsured

cisely because they provide a subsidy to participants: individuals with family income below 200 percent of
they do not rely on individual decisions to purchase poverty; coverage under this plan is to commence in
coverage at market prices (Chollet, 1984). The rela-
tively high family income reported by some uninsured July 1988. The plan is to be financed from general
people suggests that individual preferences for health
insurance may also be an important obstacle to achiev- _ O 4_

ing universal insurance coverage through a system of The potential employer cost of expanding
individual, voluntary purchase, coverage to now-uninsured workers is con-

States that have examined the possibility of establishing siderable, both absolutely and relative to
a state-level insurance plan to provide coverage to most uninsured workers' wages.
uninsured residents have recognized that a substantial
subsidy (reducing the price to participants) may be _ O 4_
critical to achieving widespread participation. The

problem of financing a subsidy for participants in a revenue appropriations and federal matching funds
voluntary health insurance plan may be exacerbated by associated with any Medicaid participation that may
individual preferences. Insurance coverage that would occur, as well as from enrollee premiums. Premiums

be attractive to most consumers without access to an and coinsurance provisions are to be scaled to family
employer plan and provide adequate protection may be income and adjusted for family size. Prior to July 1,

more expensive than the standard individual or group 1989, the plan must accept individuals with preexisting
insurance plans that are now marketed--raising the health conditions (that is, people that are uninsurable);
subsidy needed to induce widespread participation, after that date, the plan administrator may exclude new

applicants that are uninsurable, based on the plan's cost
In particular, deductible and copayment provisions that experience for enrollees with preexisting health condi-
are standard in individual or employer health insur- tions.
ance plans may be too stringent to adequately protect

the low-income families that make up more than one- In addition to authorizing a basic health care plan for its
half of the uninsured population. An insurance plan low-income uninsured population, Washington state
with lower cost-sharing by participants (commensurate also authorized a health care financing pool for its
with their lower incomes) could be structured for the uninsurable population in April 1987. This plan is to be

same cost by reducing benefits--in particular, reducing underwritten by commercial insurers doing business in
the scope of services covered by the plan. However, the state; enrollee premiums are limited to 150 percent
plans that provide only narrow or catastrophic coverage of the average small-group premium charged by the
may be unattractive to consumers at virtually any price state's five largest commercial insurers. Net aggregate
if they are seeking to finance basic health care services.

In addition, such scaled-down insurance plans may be 2Most states require that specific benefits and/or the services
prohibited by law in many states that require insurance of specific categories of health care providers be covered by

insurance plans sold in the state. Commonly mandated

1Poverty income for a nonelderly family of four was $10,990 health insurance benefits include coverage for mental health
in 1985. care and treatment for substance abuse.
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losses to the plan that may result from claims that raise employers' aggregate plan costs by more than $26
exceed the premium limit are to be financed by the billion.
participating insurers. Washington is the fourteenth
state to establish this type of health care financing pool Furthermore, most uninsured workers are in low-wage
for residents that are unable to qualify for individual jobs. In 1985, 75 percent earned less than $10,000; more
insurance from a commercial carrier. However, allow- than one-third (35 percent) earned less than the federal

able premiums for coverage in these plans---typically minimum wage. The cost of health insurance for these
much more than the price of individual coverage--may workers, if paid by their employer, could represent a
discourage high levels of participation among the substantial increase in labor costs--potentially 15 to 20
uninsurable population, many of whom may have low percent or more for workers earning less than $10,000 a
or moderate family income, year.

Expanding Employer Coverage A mandatory increase of this magnitude in real com-
pensation could affect the availability and nature of

Employer-based strategies to expand health insurance low-wage jobs, employment among low-skilled work-
coverage among the nonelderly population are, on their ers, and product prices. (The potential labor market
face, appealing to public policymakers. They represent effects of an increase in minimum compensation are
public policy options that may involve little or no direct discussed in a later section, "Mandatory Minimum
public expenditure, compared to the expenditures that Compensation and Unemployment.") Thus, public
might be associated with a service-providing public policymakers that look to employer plans to expand
program. Furthermore, most uninsured people are health insurance coverage among workers and their de-
workers or dependents of workers. In 1985, 81 percent pendents must also address competing objectives: full
of the uninsured were either workers or the nonwork- employment, economic growth, and competitiveness in

ing spouses or children of workers. Public policy- world markets. However, the average cost of health
makers view employer plans, therefore, as an opportu- insurance coverage, if paid by workers themselves, is
nity to bring most of the uninsured into an established likely to be prohibitive. That is, simple access to

insurance coverage from an employer plan without ansystem of private health insurance coverage.
employer contribution is unlikely to produce a signifi-

"__ "@_ cant expansion in coverage.

Public policymakers that look to employer Public policy toward employee benefits is generally

plans to expand health insurance coverage formulated as either an incentive or a mandate. Sinceemployer contributions to health insurance coverage
among workers and their dependents must are already tax-exempt both to the employer and the
also address competing objectives: full em- employee, remaining options for broadening tax

ployment, economic growth, and competi- incentives relate primarily to the individual income-tax
tiveness in world markets, deduction for insurance purchased by individuals and

the deductibility of insurance purchased by self-
@ _ O employed workers. 3

However, the potential employer cost of expanding New regulation of employer plans related to tax qualifi-
coverage to now-uninsured workers is considerable,

both absolutely and relative to most uninsured workers' SUndercurrent law, individuals may deduct expenditures for
wages. One survey of employer health plans (Johnson health insurance if they, together with other health-related
& Higgins, 1987) indicates that employers' health expenses, exceed 7 percent of adjusted gross income. The
benefit costs averaged $1,857 per employee in 1986. 1986 Tax Reform Act allows qualified self-employed workers
Extending benefits to uninsured workers at the average to deduct 25 percent of expenditures for health insurance
level of employer plan benefits in 1986, therefore, might from adjusted gross income.
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cation authorized by the Tax Reform Act of 1986 might (EBRI, May 1987). 4
achieve some expansion of the coverage provided by

existing plans, if the act's nondiscrimination rules Public policy to expand employer-based coverage could
induce employers to extend coverage to more part-time target various groups of uninsured workers and their
workers. The act requires insured and self-insured families, specifically:
employer plans to meet various nondiscrimination tests

based on their employees that work more than 17.5 _ dependents of any employee covered by an employer
hours per week. However, if the result is reduced
availability of part-time work and greater unemploy- plan;
ment among part-time workers, no net change in the

all or some subset of employees only (for example,
actual number of covered workers might occur.

full-time employees); or

qualified employees (again, for example, those work-
-]b @ ing full time) and their dependents.

In 1985, 8.3 million uninsured workers (50.4 Each of these options would target different numbers of

percent of all uninsured workers) reported the uninsured. Assuming that there would be some
level of employer contribution, each would implyaverage annual earnings less than 125 percent

of the federal minimum wage. different levels of employer cost.

Table I provides estimates of the maximum potential
_ _ effectiveness of alternative public policies targeted to

each of the above populations. The estimates assume
that self-employed workers and their dependents do
not gain coverage from any policy option; they do,

An alternative federal policy to expand employer-based however, include employees of self-employed workers
health insurance might be to mandate coverage. For as well as their dependents. (This assumption reflects
example, legislation introduced by senators Edward M. the difficulty of developing effective public policy that
Kennedy (D-MA) and Lowell P. Weicker (R-CT), S. would require self-employed workers with no employ-
1265, would require all employers to provide a health ees to insure themselves for health care expenses.)
insurance benefit for workers employed 17.5 hours per Furthermore, the estimates assume that no changes in
week or more and for their dependents. The bill employment would occur as employer health coverage
specifies minimum required benefits, but would allow expands.
employers to offer substitute plans that are at least

"actuarially equivalent" (that is, the plan benefits net of Qualified wage and salary employees are alternatively
employee-paid premiums, deductibles, and copayments defined as: (1) all employees; (2) employees that work
are at least equal to those required in the bill).

Employers would be required to contribute at least 80

percent of the minimum-plan premium for individual q'he committee mark-up on the Kennedy-Weicker bill is likely
and family coverage. For workers earning less than to include a special provision for employers that have been
$4.19 per hour in 1988 (125 percent of the current federal in business for less than two years and have fewer than 10
minimum wage), however, employers would be re- employees. These employers would be permitted to offer a
quired to pay the full minimum-plan premium. In 1985, less comprehensive, catastrophic health insurance plan. As
8.3 million uninsured workers (50.4 percent of all of this writing, the minimum coverage allowed for these
uninsured workers) reported average annual earnings plans has not been specified. Wage and salary workers in
less than 125 percent of the federal minimum wage firms with fewer than 10 employees were an estimated 20

percent of all uninsured wage and salary workers in 1983.
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Table 1

Reduction in the Uninsured Population through Expanded Employer Coverage
Using Alternative Definitions of Qualified Employees, 1985

Populations Affected b
Employer-Related

Policy Option/ Dependents of wage &
Definition of Qualified Total Total Wage & salary workers Net
Employees (hours Uninsured" salary Lhirma_
worked per week) workers adults children

(millions)
Cover all dependents:

more than 0 hours 34.8 3.0 0.4 0.3 2.3 31.7
18 hours or more 34.8 3.1 0.4 0.3 2.4 31.6
35 hours or more 34.8 3.0 0.3 0.4 2.3 31.7

Cover all employees:
more than 0 hours 34.8 14.3 14.3 0.0 0.0 20.4
18 hours or more 34.8 13.0 13.0 0.0 0.0 21.8
35 hours or more 34.8 9.6 9.6 0.0 0.0 25.2

Cover all employees
and dependents:

more than 0 hours 34.8 24.4 14.3 1,5 8.5 10.4
18 hours or more 34.8 22.9 13.0 1.6 8.3 11.9
35 hours or more 34.8 18.6 9.6 1.7 7.4 16.1

(percent)
Cover all dependents:

more than 0 hours 100.0% 8.7% 1.1% 0.9% 6.8% 91.3%
18 hours or more 100.0 9.0 1.0 1.0 7.0 91.0
35 hours or more 100.0 8.7 0.7 1.2 6.7 91.3

Cover all employees:
more than 0 hours 100.0 41.3 41.3 0.0 0.0 58.7
18 hours or more 100.0 37.3 37.3 0.0 0.0 62.7
35 hours or more 100.0 27.6 27.6 0.0 0.0 72.4

Cover all employees
and dependents:

more than 0 hours 100.0 70.2 41.3 4.4 24.5 29.8
18 hours or more 100.0 65.9 37_3 4.5 24.0 34.1
35 hours or more 100.0 53.6 27.6 4.8 21.1 46.4

Source: Employee Benefit Research Institute tabulations of the March 1986 Current Population Survey.
Note: Detail may not add to totals because of rounding.
"Includes self-employed workers and nonworkers and their respective dependents.

bEstimates assume self-employed workers and their dependents are unaffected by coverage options; employees of the self-
employed are included, however, as are those employees' dependents.
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18 hours or more per week (both the 1986 Tax Reform
Act and the Kenneciy-Weicker bill define qualified _

employees as those that work 17.5 hours or more per The anticipated cost of health insurance toweek); and (3) employees that work 35 hours or more
per week (full-time workers). Changes in the work- small employers may be the most significant
hours rule used to define qualified employees produce obstacle to federally mandating health insur-

differences in the target populations by redefining ance coverage for workers.
workers (as qualified workers only) and nonworkers (as
nonqualified workers as well as nonworkers). Increas- _ _ing the number of work hours that define a qualified

employee: (1) decreases the count of qualified workers;

(2) potentially increases the count of qualified workers' and their dependents might have achieved coverage for
dependents, both adults and children; and (3) increases over one-half (54 percent) of the uninsured in 1985. If
the count of nonworkers and their dependents, qualified employees were defined as those working at

least 18 hours per week, two-thirds of the uninsured (66
If employer coverage had been extended to dependents percent) might have gained coverage.
of all covered wage and salary workers in 1985, the
total number of uninsured people might have declined The anticipated cost of health insurance to small
by nearly 9 percent; the number of uninsured children employers may be the most significant obstacle to

might have declined by more than 2 million. Differ- federally mandating health insurance coverage for
ences in the work-hours definition of qualified employ- workers. In 1983 (the most recent year for which data
ees would have produced little difference in the num- are available), two-thirds of uninsured workers were

ber of dependent adults or children in the target either self-employed or worked in firms with fewer
population, than 25 employees. Unlike larger groups, small em-

ployers may be unable to obtain any discount on a

Public policy aimed at providing coverage for all community-rated health insurance plan to reflect their
workers (with no provision for dependents) might potentially more favorable claims experience, since

achieve substantially larger increases in coverage by their employee group is too small to be rated sepa-
targeting a much larger group of the uninsured. The rarely.
work-hours rule used to define qualified employees is
critical to the number of workers that might be affected, Public policy options for reducing the cost of health

however. If qualified employees were defined as full- insurance to small employers include: (1) extending to
time wage and salary workers (35 hours per week), insured employer plans the federal protection from
nearly 28 percent of the total uninsured population in state regulation and taxation that larger, self-insured
1985 might have gained coverage. If qualified employ- plans enjoy; and (2) facilitating small-group insurance
ees were defined as those that worked 18 hours or more pools to gain the economies of scale associated with a

per week, 37 percent of the uninsured in 1985 might larger group.
have gained coverage.

Most states regulate the benefits provided by insured
Public policy aimed at providing coverage for both employer plans under their authority to regulate and
employees and their dependents obviously would tax the business of insurance. The state-mandated

target the largest population and largest proportion of benefits that establish threshold benefits for individual
the uninsured. The number of uninsured that might plans, therefore, also establish threshold benefits for
obtain coverage from public policy targeted to workers insured employer plans. Typically, state mandates
and their dependents relies critically on how qualified require: (1) that particular services or providers be
employees are defined. If qualified employees are covered by insured plans; and/or (2) that insured plans
defined as full-time workers (35 hours or more per offer workers that separate from service continued
week), public policy targeting wage and salary workers coverage under the group plan or conversion coverage
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(that is, the option to convert coverage to a self-paid these benefits to insured workers and individuals, even
individual plan regardless of health status). 5 if relatively few plan participants account for most of

the cost of these benefits. The perception that at least

Opponents of state-mandated benefits--including some people benefit from these statutes makes eliminat-
employers as well as organized labor--claim that they ing them politically difficult. Second, although a

decision to override state-mandated benefits might beimpose substantial benefits and administrative costs on
their plans and/or that they interfere in benefit negotia- justified in terms of cost-effectiveness, information to
tions. Furthermore, they claim that some state-man- support this argument is generally not available.
dated benefits more apparently serve the interests of
health service providers than the best interests of In fact, federal legislation preempting the states' author-
workers, ity to mandate specific benefits for insured employer

plans has not been forthcoming. Although the Ken-

In fact, substantial cost may be associated with some nedy-Weicker bill would provide federal relief from
state-mandated benefits. In Maryland, for example, state-mandated benefits, it does so in the context of a
state-mandated insurance benefits were estimated to federally mandated minimum health insurance plan.

raise the combined average cost of group and individ- The bill would preempt all state mandates that conflict
ual Blue Cross/Blue Shield coverage by more than 11 with or add to the specified minimum package of
percent in 1984; outpatient mental health benefits alone employer-covered health care services.
were estimated to raise total plan costs by more than 4
percent, and the cost of major medical coverage by Pooling small employer groups is commonly suggested
more than 27 percent (Dyckman and Anderson, 1985). as a way to reduce the per-employee cost of health
State taxes on insurance premiums can also raise small- insurance benefits for small-firm employees. The
plan costs by several percentage points. Kennedy-Weicker bill, for example, would establish six

to eight regional pools, primarily for employers with

These costs imposed on insured plans have encouraged fewer than 25 employees. Whether small-group pools
many employers to self-insure their health benefits, can actually achieve significantly lower costs is uncer-
Self-insured plans may avoid state-mandated benefits rain, however. Since they would probably retain some
and taxation under the protection of the 1974 Employee ....

Retirement Income Security Act (ERISA), which @_ _ _.
exempts employee benefit plans from state regulation.

In 1985, 42 percent of workers in establishments of Some researchers have suggested multi-
approximately 250 workers or more that participated in employer groups may be most feasible if they
an employer health plan had all or part of their benefit
provided ona self-insured basis (EBRI, November are industry-specific and geographically
1986). compact.

Congress may be reluctant to exempt insured plans ...........
from state regulation, however, for at least two reasons.
First, lacking a better measure, the cost of state-man- important costs that are lower for single-employer
dated benefits is seen as an indicator of the value of groups of comparable size, they may be unable to

achieve the relatively low average cost of a large
employer group.

5TheConsolidated Omnibus Budget Reconciliation Act of
1985 (COBRA) requires employers with health insurance For example, average employee turnover in small firms
plans to allow employees, under most circumstances, to buy is higher than in large firms, and the expected lifetime
continued coverage from the group upon separation from of the firm itself is shorter. Greater movement in and

service. State laws mandating continuation of coverage may out of the plan increases administrative cost and

or may not parallel COBRA's provisions, potentially the difficulty of underwriting even a large
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group of small firms. Also, the administrative cost specific services (prenatal and well-baby care, for
associated with billing and recordkeeping for a group example), with a low deductible reflecting the limited
of small employers might not be significantly less than income of now-uninsured workers. The insertion of

for small employers individually, such provisions, however, establishes a significant
threshold cost for the plan. 6

Second, similarity among employees in a single large-

employer group may make underwriting much easier Despite these difficulties, public policy that would

than for participants in a group of many small employ- facilitate the pooling of small-employer groups may be
ers with no particular similarity. Some researchers more effective in expanding insurance coverage among
have suggested that multiemployer groups may be workers and their families than forming an insurance
most feasible if they are industry-specific (Bovbjerg, pool from which individuals would buy coverage.
1986) and geographically compact, minimizing the Although much of the administrative cost associated
difficulty of managing plan costs across areas with with an insurance pool for individuals would also occur

different medical practices and provider reimbursement in a pool for small-employer groups, defining a low-
systems, cost insurance product that would be attractive to

workers with an employer contribution might be easier,
The Kennedy-Weicker bill would attempt to reduce the since workers might perceive their own costs of partici-
cost of health insurance coverage for participants in pating in the plan to be minimal. While such a product
regional small-group pools by: (1) limiting the ability of might not provide adequate financing for basic care, it
participating employers to move in and out of the pool; might ensure access for episodes of high-cost care (for
(2) establishing at least one managed-care insurance example, neonatal care) and reduce cost shifting from
option available to participants in the pool, which the uninsured population for catastrophic illnesses.
would compete with other available insurance options;

and (3) requiring periodic competition among insurers Nevertheless, even a if low-cost catastrophic plan for
to provide coverage through the regional pool. The employer groups were available, employers might not
potential effectiveness of these provisions in reducing choose to provide such coverage for workers, since
the cost of health insurance to small employers is doing so might invite pressure from workers to subse-

unknown, quently increase the generosity of the plan. Legislative
proposals that would require employers to provide

Because any inherent cost advantage of small-group coverage, however defined, are a response to precisely
pooling is unmeasured, the public policy discussion of this concern--that employers may decline to offer even
small-employer pools has also pursued ways to explic- low-cost catastrophic coverage if they are not confident
itly reduce participant cost by defining a minimum
package of benefits that would be less comprehensive---
and therefore less costly--than conventional employer

or individual plans. ¢Fhe Kennedy-Weicker bill (S. 1265) and its companion bill in
the House (H.R. 2508, introduced by Rep. Henry A. Waxman,

Despite its potentially low cost, defining a minimum- D-CA) would require that employer plans cover a variety of
benefits plan that would adequately serve now- specific benefits, including: inpatient and outpatient hospital
uninsured workers and their families is difficult. Such care and physician services; diagnostic and screening tests;
a plan might provide, for example, catastrophic cover- and prenatal and well-baby care. The bill explicitly does not
age with a high deductible and a high limit on out-of- require employers to provide coverage for either inpatient or
pocket costs for covered services. However, the low outpatient mental health care, routine physical examinations

family income of most uninsured workers suggests that and preventive care, or experimental services and procedures.
By one estimate, the average cost of such a plan (including

the prospect of even nominal out-of-pocket expendi- claims incurred and administrative expense) would be $1,186
tures for health care could seriously discourage them in 1988:$642 for individual coverage and $1,631 for family
from seeking needed care. As a result, many argue that coverage (Trapnell, 1987). Others have informally estimated
any acceptable plan should cover expenses for some the average cost to be higher (Wilensky, 1987).
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of being able to eventually offer a more generous plan. on a buy-in basis; and
However, employer opposition to federally mandated

health insurance benefits could lead Congress to • allowing all persons within 200 percent of the federal
reconsider proposals to facilitate insurance pools for poverty standard to buy Medicaid coverage.
individuals rather than for employers.

In 1985, these populations----below-poverty children,

O Expanding Medicaid Eligibility adults in below-poverty families with children, below-
poverty adults without children, and the nonpoor

Medicaid is a state-based public insurance program for population with income less than 200 percent of pov-
the poor in specific eligibility categories. Medicaid is erty--were 62 percent of the nonelderly uninsured
intended to serve children, the disabled, and the population.

elderly. Most nonelderly people that receive Medicaid
coverage qualify through a federal or state income Although federal law allows all states to extend Medi-
assistance program, usually Aid to Families with caid coverage to financially eligible children under age
Dependent Children (AFDC) and, less commonly, 18, about 20 states currently do so. The 1984 Deficit
Supplemental Security Income (SSI); these programs Reduction Act (DEFRA) required all states to extend
automatically confer Medicaid eligibility. Like Medi- coverage to financially eligible children under age 5; the
caid, AFDC is a federal-state program, with levels of language of that provision in effect indexes the age of
qualifying income determined by the states. In 1986, children to whom Medicaid coverage must be extended.
the average (and median) level of qualifying income for Under this legislation, states are not required to provide
AFDC benefits was 48 percent of the federal poverty Medicaid coverage to all financially eligible children
standard. In 1984, only 42 percent of the nonelderly under age 18 until 2001. The first option listed above
poor qualified for Medicaid benefits (Chollet, 1987). would extend coverage to these children immediately

and raise states' qualifying income levels to the federal
poverty standard.

O • O Current federal law requires states to provide Medicaid
Although federal law allows all states to coverage to adults in families that qualify for AFDC

extend Medicaid coverage to financially eli- benefits (typically single mothers) and to all financially

gible children under age 18, about 20 states eligible pregnant women. States may also extend
Medicaid to parents in intact families that may not

currently do so. qualify for AFDC benefits, if they financially qualify
• _ and if the primary family worker (typically the father) is

unemployed. In 1985, 25 percent of all Medicaid
recipients (5.5 million people) were adults in families

Options for expanding Medicaid eligibility among the with dependent children and were covered under these
poor and the near-poor populations might include: current-law provisions. The second option listed above

might make such coverage mandatory, requiring states

• extending Medicaid coverage to all children under age to cover all parents in intact families if they financially
18 living in families with income below the federal qualify for benefits, thus including the working poor.
poverty standard; In addition, qualifying income would be raised to the

federal poverty standard.

, extending Medicaid coverage to parents of dependent
children in families with income below the federal Current law does not enable people that do not cate-
poverty standard; gorically qualify for Medicaid benefits to buy coverage

from state Medicaid programs. The possibility of
_.extending Medicaid coverage to all adults in below- accommodating a "buy-in" Medicaid population,

poverty families without dependent children, possibly however, is frequently mentioned as one option for
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insuring the poor that do not categorically qualify for substantial, owing to demographic differences and to
Medicaid, as well as the near poor (potentially, people differences among states' levels of qualifying income
with income between 100 percent and 200 percent of the relative to the federal poverty standard.

federal poverty standard).
The other categories of individuals that might be made

A bill introduced by Sen. John H. Chafee (R-RI), S. 1139, Medicaid-eligible, at least on a buy-in basis--poor
pursues several of these Medicaid options. The Chafee adults not living with children and the near-poor
bill would allow states to provide Medicaid coverage to population--represent a larger percentage of the
all people with family income less than the federal
poverty standard, discarding the concept of categorical
eligibility. In addition, the Chafee bill would allow all O d/_ O
people with income between 100 percent and 200
percent of the federal poverty standard to buy Medicaid Including the near poor as well as the entire
coverage. The bill would set individual premiums for poor population without insurance coverage
Medicaid coverage at Medicaid's average per-capita would have approximately doubled the
cost adjusted to exclude program costs for skilled and population participating in Medicaid in 1985.
intermediate nursing care, and family premiums at 150

percent of adjusted average per-capita cost; the maxi- _ _
mum premium payment for these families would be 3
percent of adjusted gross family income.

uninsured population and potentially a much greater

The Chafee bill would also allow people that are expansion of the Medicaid program. These populations
uninsurable or that have exhausted their private together totaled nearly 15 million people in 1985, or 42
insurance benefits, as well as small employers (those percent of the uninsured. Including the near poor as
with 25 or fewer employees), to buy Medicaid coverage, well as the entire poor population without insurance
Again, premiums would be set at 100 percent and 150 coverage would have approximately doubled the
percent of Medicaid's total per-capita cost for individ- population participating in Medicaid in 1985.
ual and family coverage, respectively, excluding

Medicaid's expenditures for skilled and intermediate In combination, these Medicaid options might have
nursing home care. At this writing, the projected cost assisted 21.6 million uninsured in 1985----62 percent of
of Medicaid coverage for these proposed participants the total uninsured population. About 37 percent of
has not been estimated, those newly covered by Medicaid would have been

children; another 37 percent would have been adults
Table 2 provides estimates of the 1985 uninsured that either did not work or worked less than full-time

population that might have benefited if Medicaid (called part-time workers and nonworker adults in table
eligibility were extended to the four groups identified 2). About 26 percent would have been full-time work-
above. Extending Medicaid coverage to all poor ers--workers employed 35 hours or more per week.
children would have covered an additional 4.3 million

children, 38 percent of all uninsured children in 1985. The idea of allowing individuals to buy into Medicaid
Extending Medicaid coverage to adults in below- raises the question of affordability. In fact, the average
poverty families with dependent children would have cost of coverage for this population might be compa-
increased coverage by 2.4 million people. If Medicaid rable to the cost of comprehensive private insurance
had covered these two populations in 1985 (an addi- coverage. In fiscal year 1985, Medicaid spending for the
tional beneficiary population of 6.7 million people), the AFDC population (presumably the population most like
total Medicaid population would have increased by the one that might buy into Medicaid) averaged $600
approximately one-third over its actual 1985 level, per beneficiary. For AFDC children, Medicaid spending
Differences among states in the potential growth of averaged $453; for adults in families with dependent
their respective Medicaid populations might have been children, Medicaid spending averaged $860 (table 3).
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Table 2

Reduction of the Uninsured Population through Expanded Medicaid Coverage
Under Alternative Medicaid Options, by Work Status of Potential Beneficiaries, 1985

Part-Time Workers
and Nonworkers

Medicaid-Related Total Full-Time

Policy Option Workers Adults Children"

(millions)

Total uninsured 34.8 11.5 12.0 11.3
Medicaid options:

cover all children in poverty 4.3 b b 4.3
cover adults in families

with children in poverty 2.4 0.9 1.5 b
cover other adults in poverty 4.5 1.4 3.2 b
cover all people living in

100-200% of poverty 10.4 3.5 3.2 3.6
Total, all Medicaid options 21.6 5.8 7.9 7.9

Net uninsured 13.2 5.7 4.0 3.4

(percent within population group)

Total uninsured 100.0% 100.0% 100.0% 100.0%
Medicaid options:

cover all children in poverty 12.3 b b 38.0
cover adults in families

with children in poverty 7.0 7.7 12.9 b
cover other adults in poverty 13.0 11.7 26.5 b
cover all people living in

100-200% of poverty 29.8 30.6 26.9 32.2
Total, all Medicaid options 62.2 50.1 66.3 70.2

Net uninsured 37.8 49.9 33.7 29.8

(percent of all uninsured)

Total uninsured 100.0% 33.1% 34.5% 32.4%
Medicaid options:

cover all children in poverty 12.3 b b 12.3
cover adults in families

with children in poverty 7.0 2.6 4.4 b
cover other adults in poverty 13.0 3.9 9.1 b
cover all people living in

100-200% of poverty 29.8 10.1 9.3 10.4
Total, all Medicaid options 62.2 16.6 22.9 22.7

Net uninsured 37.8 16.5 11.6 9.7

Source: Employee Benefit Research Institute tabulations of the March 1986 Current Population Survey.
aIncludes part-time workers and nonworkers under age 18.
bUnaffected by policy option.
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The potential Medicaid premium for a family of two income suggests that the population to be served--poor
adults and two children, therefore, might have totaled and near-poor uninsured--would require a substantial
$2,626, or $219 per month, subsidy to afford coverage. If Medicaid were to finance

70 percent of the premium for the above two-adult
For families with near-poverty income, this cost might family of four, the family's net premium payment for
be prohibitive. In 1985, poverty income for a family of coverage would equal $66 per month--approximately 5
four was $10,990; 150 percent of poverty income for a percent of gross family income at 150 percent of pov-
family of four was $16,485. A $2,626 annual Medicaid erty.
premium, therefore, would have totaled almost 16

percent of gross family income for people living at 150 @ Combining Private and Public Strategies
percent of the federal poverty standard. For a two-adult

family of four with income at 200 percent of the federal The growing number of the uninsured and the substan-
poverty standard ($21,980---potentially the highest tial cost associated with providing health insurance

income level that might qualify for a Medicaid buy-in), coverage for them suggests that Congress may consider
a $2,626 annual Medicaid premium would have totaled combining private and public strategies to maximize
nearly 12 percent of gross family income. Historic coverage and distribute the cost burden as widely as
Medicaid costs, moreover, reflect Medicaid reimburse- possible. Table 4 presents the potential effectiveness of
ments to providers that are substantially below charges, combining employer-related and Medicaid-related

This level of discount might not be feasible in the long strategies, based on the 1985 uninsured population. For
term if the Medicaid population--and providers" the purpose of estimating workers and dependents that
Medicaid caseloads--were substantially expanded, would be affected by each of the employer-related

options, qualified employees are defined as those that
The potential cost of a Medicaid buy-in relative to work 35 hours or more per week.

Table 3

Number of Medicaid Recipients and Expenditures by Basis of Eligibility, Fiscal Year 1985

Number of Percent of All Total Percent of Average
Recipients Recipients Expenditures Total Expenditures

Basis of Eligibility (thousands) (millions) Expenditures per Recipient

All eligibility categories 21,808.3 100.0% $37,507.6 100.0% $1,720

age 65 or older 3,061.4 14.0 14096.3 37.6 4,605
blind 80.3 0.4 249.4 0.7 3,106
permanently and

totally disabled 2,936.4 13.5 13,202.8 35.2 4,496
dependent children

under age 21 9,752.4 44.7 4,414.3 11.8 453
adults in families with

dependent children 5,517.5 25.3 4,746.4 12.7 860

other SSIa recipients 1,213.7 5.6 798.4 2.1 658

Source: Unpublished data from U.S. Department of Health and Human Services, Health Care Financing Administration.
Note: Detail may not add to totals because of rounding. Also, eligibility figures may not add to totals because a

recipient may be eligible under more than one category.
aSupplemental Security Income.
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Table 4

Potential New Coverage from Employer Plans and Medicaid:
Alternative Employer and Medicaid Options by Work Status of Potential Beneficiaries, 1985

Newly InsuredPopulation

Total Dependentsof wage & Salf-employedworkers Nonworkers&
Uninsured/ Wage& salaryworkers & theirdependents their dependents Net

Employer/Medicaid Net salary Unin-
CoverageOptions uninsured" workers adults children workers adults children adults children sured
Part A:

Employer option:b (millions)
cover dependents 34.8 0.3 0.4 2.3 0.0 0.0 0.0 0.0 0.0 31.7

Medicaid options: c
cover children in poverty 31.7 0.0 0.0 1.7 0.0 0.0 0.2 0.0 2.0 27.7
cover poor adults with children 31.7 0.8 0.2 0.0 0.1 0.1 0.0 1.2 0.0 29.3
cover other poor adults 31.7 1.1 0.2 0.0 0.2 0.2 0.0 2.9 0.0 27.3
cover people 100-200%

of poverty 31.7 3.0 0.5 1.9 0.5 0.3 0.3 2.3 0.6 22.4
Total, all options 31.7 4.9 0.9 3.6 0.8 0.5 0.5 6.4 2.7 11.5

Employer option:b (percent of all uninsured)
cover dependents 100.0% 0.7% 1.2% 6.7% 0.0% 0.0% 0.0% 0.0% 0.0% 91.3%

Medicaid options: c
cover children in poverty 91.3 0.0 0.0 4.9 0.0 0.0 0.7 0.0 5.9 79.8
cover poor adults with children 91.3 2.2 0.7 0.0 0.3 0.3 0.0 3.5 0.0 84.3
cover other poor adults 91.3 3.2 0.5 0.0 0.5 0.4 0.0 8.2 0.0 78.4
cover people 100-200%

of poverty 91.3 8.6 1.3 5.5 1.3 0.8 0.8 6.7 1.8 64.5
Total, all options 91.3 14.0 2.5 10.4 2.2 1.6 1.4 18.4 7.7 33.1

Part B:

Employer option: b (millions)
cover all employees 34.8 9.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 25.2

Medicaid options: c
cover children in poverty 25.2 0.0 0.0 2.0 0.0 0.0 0.2 0.0 2.0 21.1
cover poor adults with children 25.2 0.0 0.3 0.0 0.1 0.1 0.0 1.2 0.0 23.7
cover other poor adults 25.2 0.0 0.2 0.0 0.2 0.2 0.0 2.9 0.0 22.1
cover people 100-200%

of poverty 25.2 0.0 0.6 2.7 0.5 0.3 0.3 2.3 0.6 18.9
Total, all options 25.2 0.0 1.0 4.7 0.8 0.5 0.5 6.4 2.7 8.5

Employer option: b (percent of all uninsured)
cover all employees 100.0% 27.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 72.4%

Medicaid options:c

cover children in poverty 72.4 0.0 0.0 5.7 0.0 0.0 0.7 0.0 5.9 60.8
cover poor adults with children 72.4 0.0 0.7 0.0 0.3 0.3 0.0 3.5 0.0 68.2
cover other poor adults 72.4 0.0 0.6 0.0 0_ 0.4 0.0 8.2 0.0 63.6
cover people 100-200%

of poverty 72.4 0.0 1.7 7.9 1.3 0.8 0.8 6.7 1.8 54.2
Total, all options 72.4 0.0 3.0 13.6 2.2 1.6 1.4 18.4 7.7 24.5

(continued next page)
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Table 4 (continued)

Newly Insured Population

Total Dependents of wage & Self-employed workers Nonworkers&
Uninsured/ Wage& salaryworkers & theirdependents their dependents Net

Employer/Medicaid Net salary Unin-
CoverageOptions Uninsureda workers adults children workers adults children adults children sured

Part C:

Employer option: b
cover all employees (millions)

and dependents 34.8 9.6 1.7 7.4 0.0 0.0 0.0 0.0 0.0 16.1
Medicaid options: c

cover children in poverty 16.1 0.0 0.0 0.0 0.0 0.0 0.2 0.0 2.0 14.1
cover poor adults with children 16.1 0.0 0.0 0.0 0.1 0.1 0.0 1.2 0.0 14.9
cover other poor adults 16.1 0.0 0.0 0.0 0.2 0.2 0.0 2.9 0.0 13.3
cover people 100-200%

of poverty 16.1 0.0 0.0 0.0 0.5 0.3 0.3 2.3 0.6 13.2
Total, all options 16.1 0.0 0.0 0.0 0.8 0.5 0.5 6.4 2.7 5.3

Employer option: b
cover all employees (percent of all uninsured)

and dependents 100.0% 27.6% 4.8% 21.1% 0.0% 0.0% 0.0% 0.0% 0.0% 46.4%
Medicaid options: c

cover children in poverty 46.4 0.0 0.0 0.0 0.0 0.0 0.7 0.0 5.9 40.6
cover poor adults with children 46.4 0.0 0.0 0.0 0.3 0.3 0.0 3.5 0.0 43.0
cover other poor adults 46.4 0.0 0.0 0.0 0.5 0.4 0.0 8.2 0.0 38.2
cover people 100-200%

of poverty 46.4 0.0 0.0 0.0 1.3 0.8 0.8 6.7 1.8 37.9
Total, all options 46.4 0.0 0.0 0.0 2.2 1.6 1.4 18.4 7.7 15.2

Source: Employee Benefit Research Institute tabulations of the March 1986 Current Population Survey.
aIncludes the self-employed and their dependents.

bEmployer options define qualified workers as working 35 hours or more per week and exclude the self-employed and their
dependents; employees of the self-employed are included, however, as are those employees' dependents.

_Calculation of newly insured population under Medicaid assumes that employer coverage is primary.

The tabulations presented in part A of table 4 assume near-poor population in Medicaid would have reduced
that employers extended coverage to all dependents of total noncoverage by two-thirds. The net uninsured
currently covered wage and salary workers, providing population--people that would not have been assisted

new coverage to 3 million dependent adults and either by the expansion of employer coverage to de-
children in 1985. If employer coverage were primary to pendents or by any of the Medicaid-related options---

Medicaid (that is, people with employer coverage did would have exceeded 11 million people. These people
not participate in Medicaid), sequentially expanding would have been the 1985 uninsured population with

Medicaid to include all poor uninsured without access family income at or above 200 percent of poverty. Of
to an employer plan might have assisted an additional the newly insured, 13 percent would have obtained
10.9 million uninsured--raising Medicaid's 1985 their coverage from employer plans.
beneficiary population by 50 percent. Including the
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Part B of table 4 assumes that employers extended O Mandatory Minimum Compensation
coverage to all workers but extended no additional and Unemployment
coverage to dependents beyond that already provided
in 1985. This employer-related option would have
provided new employer coverage to almost 10 million In an effort to expand private-sector coverage, Congress

is likely to seriously consider mandating that employersworkers. Sequentially expanding Medicaid coverage
might have assisted an additional 17 million uninsured, provide health insurance benefits to workers and/or

leaving a net uninsured population of nearly 9 million their dependents. The implications of such a mandate
people. In this case, 37 percent of the newly insured for employment are an important consideration, since
population would have obtained their coverage from most workers without coverage earn low wages and
employer plans, may be particularly vulnerable to being laid off. Fur-

thermore, uninsured workers are concentrated in

Finally, part C of table 4 assumes that employers relatively few industries: retail trade, services, and low-
extended coverage both to workers and to their de- wage manufacturing. Employment gains in these
pendents--the largest population that might gain industries have been strong since the 1981-1982 reces-
coverage from employer plans. In this case, employers sion.
would have provided new coverage to nearly 19 million
workers and dependents in 1985. Sequentially expand- The relationship between compensation and employ-
ing Medicaid coverage might have assisted an addi- ment is a complicated one. The simplest economic
tional 11 million uninsured, leaving a net uninsured models of wages and employment suggest that in-
population of more than 5 million--15 percent of the creases in mandatory compensation over the level of
uninsured population in 1985. Of the newly insured compensation determined by the market (for example, a
population, 63 percent would have obtained their higher minimum wage or the imposition of a manda-
coverage from employer plans, tory benefit) will reduce employment in jobs subject to

that change. However, little or no change in employ-
ment might occur if employers are able to: (1) make
workers more productive; (2) raise product prices; or (3)

:_ -" _-- reduce other types of compensation, such as wages or

Because a mandatory increase in compensa- other benefits. Because a mandatory increase in com-

tion can produce a variety of market changes, pensation can produce a variety of market changes, its
effect on unemployment is largely an empirical ques-

its effect on unemployment is largely an tion.7
empirical question.

Most studies of the effects of mandatory compensation
have focused on the impact of raising the federal
minimum wage. In particular, the effect of minimum-
wage increases on employment among teen-agers has

Changing the definition of qualified employee to
include employees that worked fewer than 35 hours per
week raises the number of newly insured that might 7Empirical estimates of unemployment resulting from a higher
have received coverage from an employer plan and minimum wage are complicated by the movement of
reduces the number of people that might have qualified workers in and out of the labor force. For example, long-
for Medicaid (table 5). However, these tabulations do term unemployed workers that stop looking for jobs (called

not reflect the population that might have lost employ- "discouraged workers") are not counted in unemployment
merit because of the increased employer cost associated statistics, but new entrants attracted by higher wages but

unsuccessful in finding employment are counted. Because
with providing health insurance benefits; at least some unemployment is a relatively complex concept, most empiri-
of these people might have become eligible for Medi- cal studies measure the impact of the minimum wage on
caid. employment levels rather than on unemployment.
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Table 5

Potential New Coverage from Employer Plans and Medicaid:
Alternative Definitions of Workers, and Alternative Employer and Medicaid Options, 1985

Medicaid Policy Options"

Total Employer Total Cover Cover Cover Cover
Newly Coverage children in poor adults other people at

Employer Coverage Options: Insured poverty with poor adults 100-199%
Worker Hours per Week children of poverty

(millions)

Cover dependents:
more than 0 hours 23_ 3.0 20.2 3.9 2.4 4.5 9.3
18 hours or more 23.3 3.1 20.1 3.9 2.4 4.5 9.3
35 hours or more 23.3 3.0 20.2 4.0 2.4 4.5 9.3

Cover all employees:
more than 0 hours 28.2 14.3 13.8 4.2 1.2 2.4 6.0
18 hours or more 27.6 13.0 14.6 4.2 1.3 2.7 6.4
35 hours or more 26.2 9.6 16.6 4.3 1.7 3.4 7.3

Cover all employees
and dependents:

more than 0 hours 31.3 24.4 6.9 1.4 0.9 2.2 2.4
18 hours or more 30.8 22.9 7.9 1.6 1.0 2.5 2.8
35 hours or more 29.5 18.6 10.9 2.3 1.4 3.2 4.0

(percent of newly insured)
Cover dependents:

more than 0 hours 100.0% 13.1% 86.9% 16.7% 10.4% 19.6% 40.2%
18 hours or more 100.0 13.5 86_5 16.8 10.4 19.4 40.0
35 hours or more 100.0 13.0 87.0 17.2 10.4 19.2 40.1

Cover all employees:
more than 0 hours 100.0 50.9 49.1 14.9 4.3 8.5 21.3
18 hours or more 100.0 47.0 53.0 15.3 4.8 9.7 23.1
35 hours or more 100.0 36.6 63.4 16.3 6.4 12.9 27.9

Cover all employees
and dependents:
more than 0 hours 100.0 77.9 22.1 4.5 3.0 6.9 7.7
18 hours or more 100.0 74.4 25.6 5.2 3.4 8.0 9.1
35 hours or more 100.0 63.2 36.8 7.7 4.8 10.9 13.4

Source: Employee Benefit Research Institute tabulations of the March 1986 Current Population Survey.
Note: Detail may not add to totals because of rounding.
"Calculation of newly insured population under Medicaid assumes that employer coverage is primary.
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been extensively researched, since teen-agers tend to • Conclusion
work in lower-wage jobs that may be most affected by

legislation mandating minimum compensation. Among The growing number of nonelderly people without
teen-agers, a 10 percent increase in the minimum wage health insurance coverage has become an important
reduces employment by 1 to 3 percent; a consensus of public policy issue. Impaired access to health care
research also indicates that unemployment among teen- among this population and the problem of financing
agers in response to a higher minimum wage is reduced health care for which uninsured people cannot pay are
because some of them stop looking for jobs. The increasingly drawing the attention of state legislators
unemployment effect might be greater among adults and the Congress. Legislation introduced in the 100th
with similar wages but a stronger attachment to the Congress would address the issue of noncoverage by
labor force, expanding coverage through existing sources---em-

ployer plans and Medicaid.
Workers in retail trade, services, and low-wage manu-

facturing may be particularly vulnerable to reduced Most private health insurance is provided throughemployment because of mandatory health insurance
coverage. In 1985, 24 percent of all uninsured workers employer plans. Extending employer coverage to

workers and their dependents not now covered by an
were employed in retail trade; another 39 percent were employer plan could greatly reduce the number of
employed in services or manufacturing. While there is
no consensus on the size of the effect, most studies people without health insurance coverage. If employers

had provided coverage to all employees that worked 18
indicate that the imposition of the minimum wage hours or more per week in 1985, 66 percent of thereduced employment in these industries. 8

uninsured population might have gained coverage.

Imposing a mandatory minimum health insurance
benefit is presumably equivalent to raising the mini- • •

mum wage in its effect on employment in low-wage An important minority of the uninsured live
jobs. Employment among workers earning more than in families of part-time workers and non-
the minimum wage may also be reduced by mandated
minimum health insurance coverage, although employ- workers, who would not have access to an
ment among these workers may be less vulnerable than employer plan under most proposals to ex-
employment among minimum-wage workers, pand employer coverage.

Based on research findings for teen-agers (where a 10 • •
percent increase in the minimum wage reduced em-

ployment by from 1 to 3 percent), a 20 percent effective The cost of providing coverage for now-uninsured
increase in minimum compensation due to mandatory workers and their dependents, however, is significant--
health insurance coverage might reduce employment both absolutely and relative to their wage income. The
among workers at or near the minimum wage by 2 to 6 estimated average cost of the mandatory insurance plan
percent. This impact might be reduced by scaling back proposed by senators Kennedy and Weicker (S. 1265) isthe level and scope of coverage required as a minimum
health insurance benefit, minimizing plan cost. Never- nearly $1,200 per year. Even this cost is achieved by
theless, this is probably a conservative estimate of the allowing employer plans to exclude coverage for some
employment losses likely to result from mandating potentially costly services (mental health care, routine

physical examinations, and other preventive care), and
health insurance as an employee benefit, by preempting benefits that are now mandated by most

states. Nevertheless, this benefit would represent at
least a 12 percent increase in compensation for most
workers that are now uninsured. Although devising a8For a comprehensive review of this literature, see Brown et

al., 1982. less-expensive minimum health insurance plan may be
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politically difficult, the public policy discussion of Medicaid under various public policy options. The
mandatory employer health benefits may focus on this estimates are generous in that they assume expansions
task. of employer coverage (either by incentive or mandate)

do not reduce employment among low-wage workers
Despite the important gains in insurance coverage and that everyone who has the option to buy coverage
among workers and their families that might be made (in particular, from Medicaid) does so. Whether these
from an expansion of employer coverage, employer assumptions are realistic depends on how the debate
plans cannot provide coverage for all of the nonelderly over expanding health insurance coverage answers
population that is now uninsured. An important critical questions related to cost: (1) how employer
minority of the uninsured live in families of part-time coverage can be made sufficiently low-cost to minimize
workers and nonworkers, who would not have access to job dislocation among now-uninsured workers; and (2)
an employer plan under most proposals to expand how federal and state governments might finance an
employer coverage. Whereas two-thirds of the expansion of Medicaid coverage among the poor and
uninsured nonelderly population might have gained near-poor populations.
coverage from an employer plan in 1985 if all workers
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