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Recent data from the first two waves ofthe 
Health and Retirement Study are analyzed 
to evaluate Prevalence of different types of 
health insurance, characteristics ofdifferent 
plan types, and changes in coverage as 
individuals approach retirement age. 
Although overall rates ofcoverage are quite 
high among the middle-aged, the risk ofnon­
coverage is high within many disadvantaged 
groups, including Hispanics, low-wage 
earners, and the recently disabled. Sixty 
percent of individuals with health benefits 
are enrolled in health maintenance organi­
zations (HMOs) or preferred provider 
organizations (PPOs). In addition, one­
fourth of enrollees in fee-for-service (FFSJ 
plans report restrictions in their access to 
specialists. 

INTRODUCTION 

As individuals reach middle age, their 
risk of experiencing major health problems 
increases dramatically. For example, 15 
percent of males between 45 and 64 years 
of age suffer from chronic heart disease, 
compared with only 2.6 percent of males 
under 45 years of age, while 23 percent of 
individuals between 45 and 64 years of age 
report that chronic health problems limit 
their activities, compared with 9.9 percent 
of those 15-44 years of age (National 
Center for Health Statistics, 1994a, 1994b). 
As a result, health insurance, which 
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protects individuals from catastrophic 
medical expenses in the event of serious 
illness, becomes increasingly important as 
individuals age. Unlike the elderly, howev­
er, who receive health benefits through the 
Federal Medicare program, individuals 
under 65 years of age are not guaranteed 
health insurance. Thus, the availability and 
comprehensiveness of health insurance 
coverage is a crucial issue for individuals 
in their fifties and early sixties. 

Recent studies indicate the proportion of 
individuals at midlife with some type of 
health coverage is higher than is the case 
for younger adults, with coverage rates 
higher among white persons, workers in 
large firms, and individuals with high 
incomes and many years of education (U.S. 
Bureau of the Census, 1995; Employee 
Benefit Research Institute, 1995; Swartz, 
1993; U.S. Department of Labor, 1995; U.S. 
Department of Labor et al., 1994). 
However, given rapid ongoing changes in 
the delivery and financing of health care, 
these findings, which are based on data 
that are now a few years old, must be 
continually updated.l For example, health 
care costs continue to rise, with national 
health expenditures equaling 13.9 percent 
of gross domestic product in 1993 
(Employee Benefit Research Institute, 
1995). In part as a response to these 
escalating costs, there has been a dramatic 
shift away from traditional health plans and 

I These studies are based on data from the Current Population 
Survey through March 1994, the Survey oflnoome and Program 
Participation (SIPP) through September 1993, and the 
Employee Benelits Survey through 1993. 
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into managed care plans, such as HMOs 
and PPOs. These changes in the delivery 
and financing of health care may have 
profound effects on the prevalence and 
type of health insurance coverage within 
different subgroups of the population. 

The specific provisions of health insur· 
ance plans vary widely, offering different 
levels of protection from the financial risks 
associated with health problems and 
varying degrees of choice in the selection 
of physicians. For example, plans differ in 
the level of deductibles and copayments 
that they require of participants. The types 
of medical procedures and services that 
are covered also vary across plans. As a 
resul~ when analyzing health benefits, it is 
important to look beyond whether or not 
an individual has any health insurance 
coverage and consider the degree of 
protection which the plan provides in the 
event of serious illness. A major focus of 
this research is an analysis of the charac­
teristics of different health plans. 

In this article, we analyze very recent 
data from the first two waves of the Health 
and Retirement Study (HRS) to investigate 
the prevalence, characteristics, and dynam­
ics of health insurance coverage among 
individuals approaching retirement age. 
After describing the data on which our 
analysis is based, we present our results. 
We begin by tabulating the percent distrib­
ution of health insurance coverage within 
different subgroups of the population and 
then turn to multivariate analysis to explore 
the determinants of coverage. We devote 
particular attention to job-related health 
benefits received by full-time workers. We 
then focus on the characteristics of health 
plans, including plan type, the availability of 
alternative health plans from which 
workers can choose, the level of contribu­
tions required of employees to defray the 
cost of their health benefits, and the extent 
to which different types of health insurance 

impose cost-sharing on participants. The 
final section of results analyzes changes in 
coverage during the 2-year period between 
the two waves of interviews, in terms of 
type of coverage and of plan characteristics. 
The concluding section discusses the 
policy implications of our findings. 

DATA 

The HRS provides very rich longitudinal 
information on health insurance coverage 
among middle-aged Americans. Baseline 
interviews included 7,702 households in 
1992-93. A household was eligible for inclu­
sion in the sample if one member was born 
between 1931 and 1941. Spouses of respon­
dents were also surveyed, regardless of 
their ages, yielding a total of 12,652 inter­
viewed individuals. Mrican Americans, 
Hispanics, and Florida residents were 
oversampled. Respondents were re-inter­
viewed 2 years later, in 1994-95; interviews 
were successfully completed with 11,602 
respondents, for a followup rate of 92 
percent However, the preliminary version 
of the Wave 2 data that we are analyzing 
excludes households in which respondents 
divorced, separated, remarried, or married 
for the first time since Wave I, reducing 
the sample size to 10,580 respondents.' 
Individuals were questioned about a wide 
variety of subjects, including their health, 
disability, income, assets, work history, 
marital history, family structure, and 
housing. 

In each wave, respondents provided 
detailed information about their health 
insurance. They were asked whether they 
received any employment-based coverage, 
and, if so, the source of their coverage-a 
current or former employer or labor union, 
or the employer or union of a spouse. 

2 The exclusion of these cases may introduce some biases into 
our results if health insurance coverage differs between individ­
uals who experience changes in marital status and those whose 
marital status remains stable. 
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Respondents were asked how the coverage 
was paid-entirely by employers, entirely 
by themselves, or shared between employ­
ers and themselves. They reported 
whether they purchased any basic or 
supplemental health insurance coverage 
directly from an insurance company or a 
membership organization and the amount 
they paid in premiums. Respondents were 
also asked whether they received any 
coverage through Federal programs such 
as Medicare, Medicaid, or health plans for 
members of the military. 

Additional questions were asked during 
the second wave about type of health plans, 
the availability of alternative plans offered 
by employers, and changes in coverage 
since the initial wave of interviews. 
Individuals reported whether they 
belonged to an HMO, PPO, or traditional 
FFS plan as part of their employment-based 
coverage. They also provided the amount 
they paid per month for the health plan, and 
whether they had to pay extra in order to 
see a specialist without a referral from their 
primary physicians. Respondents were 
asked whether their employers offered any 
additional plans that would provide better 
coverage or more choice if respondents 
paid more, or that would provide less cover­
age or less choice if they paid less. Finally, 
respondents who belonged to the same plan 
in the two waves were asked how the cost or 
coverage of the plan had changed over the 
past 2years, i.e., whether costs were higher 
or lower in Wave 2, whether more or fewer 
services were covered, and whether partici· 
pants had more or less choice of physicians. 

RESUL'IS 

Prevalence of Coverage by Type of 
Insurance 

Table 1 reports the percentage of 
respondents in Wave 2 with different types 

of health insurance coverage.' Among all 
respondents with valid health insurance 
coverage data, almost 91 percent had some 
type of coverage, as reported in the first 
row of the table.• Most health insurance for 
persons in this age range is employment­
based; three-fourths of respondents report 
that they receive coverage through the 
workplace-from a current employer or 
union, a former employer or union, or their 
spouse's current or former employer or 
union. Ten percent claim coverage through 
Medicare and 3.6 percent report Medicaid 
coverage.' Slightly more than 6 percent 
receive coverage through another federal­
ly-supported program (primarily benefits 
provided to veterans and to retired military 
personnel and their spouses). About 12 
percent of respondents purchased basic 
health insurance, and 6.6 percent 
purchased some type of supplemental 
coverage, such as a medigap policy or long­
term care insurance. These categories are 
not mutually exclusive. In fact, 20 percent 
of respondents had more than one type of 
health insurance. Overall, middle-aged 
Americans and their spouses experience 
relatively high levels of health insurance 
coverage, particularly in comparison with 
younger age groups.6 Nonetheless, a 
substantial proportion (9 percent) of 

3 As with all the tabulations in this article, the results have been 
weighted to account for the oversampling of African Americans, 
Hispanics, and Florida residents in the HRS. 

• Of the 10,580 respondents in the preliminary version of Wave 
2, only 0.7 percent reported that they did not know whether they 
had the following types of health insurance: employer-provided, 
Federal programs such as Medicare, Medicaid, Veterans 
Mministration benefits or CHAMPUS, or health insurance 
which was purchased privately; these respondents were elimi· 
nated from the analysis. Individuals were considered to have no 
coverage if they reported that they did not have any of these 
types of coverage. 

5 Dual Medicare and Medicaid coverage is quite rare overall in 
this age range, and was reported by only 1.0 percent of the 
sample. 

6Within the age group of25-34 years, 34.5 percent of individuals 
lacked continuous health insurance coverage during a 32-month 
period between 1991 and 1993, according to SIPP data, whereas 
only 20 percent of those 45-64 years of age lacked continuous 
coverage during the same period (U.S. Bureau of the Census, 
1995). 
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§l Table 1 
Percent Distribution of Health Insurance Coverage in Wave 2, by Demographic Variables 

Purchased Purchased 

Variable N 
Employment-

Based Medicare Medicaid 
Other Federal 

Programs 
Basic 

Coverage 
Supplemental 

Coverage 
No 

Coverage 

All 10,505 74.6 10.2 3.6 6.2 12.1 6.6 9.1 

Sex 
M~"' 4,760 75.2 15.9 3.1 7.9 11.8 7.8 7.3 
Females 5,745 74.1 5.4 4.1 4.8 12.3 5.7 10.6 

Marital Status 
Currently Married 8,406 78.3 10.4 2.0 6.4 11.7 6.9 7.7 
Divorced 1,082 59.9 8.1 11.3 4.5 11.2 5.3 15.7 
Widowed 701 54.8 10.5 9.4 7.5 18.1 5.8 16.6 
Never Married 316 57.3 11.3 13.6 4.1 12.3 6.0 11.7 

"""" White 7,801 78.0 9.7 2.2 6.2 12.8 7.4 7.0 
African American 1,605 62.8 13.6 10.0 6.5 11.2 3.8 14.2 
Hispanic 880 48.8 11.7 12.7 4.0 4.3 1.5 27.7 
Oth"  219 66.9 9.6 5.2 9.9 9.2 5.4 15.7 

Self-Reported Health 
Status 

Excellent 
Very Good  
Good 

1,822 
2,991 
2,868 

82.2 
63.0 
74.6 

4.4 
5.8 
9.6 

0.7 
0.8 
2.1 

5.7 
5.7 
6.6 

11.8 
11.8 
13.5 

6.8 
6.9 
7.2 

7.4 
6.0 
9.7 

Fair 1,509 62.4 18.6 9.6 5.4 11.0 6.5 13.3 
Pooc 694 40.5 33.0 20.1 8.7 8.6 4.4 16.9 

Medical Conditions 
No Heart Problems 8,857 75.6 8.1 2.8 5.9 12.3 6.4 9.5 
Any Heart Problem 1,647 68.9 21.8 8.5 7.9 10.2 8.0 6.8 

ADL Impairments 
No Difficulty Running 
or Jogging 1 Mile 2,904 78.6 5.6 2.0 6.3 10.3 6.0 9.6 

Difficulty Running or 
Jogging 1 Mile 5,291 n.8 8.6 2.1 60 13.1 68 7.9 

Difficulty Walking 
Several Blocks 987 57.6 20.6 10.1 7.1 11.2 5.5 15.1 

Difficulty Walking 1 

·~"' 360 55.9 28.7 14.6 7.2 9.4 9.5 9.4 

Difficulty Walking 
Across the Room 303 45.5 36.0 18.3 10.2 11.2 6.7 9.2 

See NOTES at ei1CI of table. 
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Table 1-contlnued 
Percent Distribution of HeaHh Insurance Coverage In Wave 2, by Demographic Variables 

~ 

Purchased 
Employment- Other Federal Basic Supplemental No 

Variable N Medicare Medicaid Programs Coverage Coverage Coverage

Disability 
Does Not Limit Work 7,912 80.6 5.5 1.1 5.5 11.8 6.5 8.3 

Umits, But Does Not 
Prevent, Work 1,118 682 12.4 3.7 7.9 14.6 7.9 11.2 

Prevents Work 1,333 42.9 39.1 19.9 8.7 10.8 6.5 11.7 

Unable to Work for 
Fewer Than 30 Months m 42.4 27.2 20.2 8.9 10.5 5.1 15.4 

Unable to Work for 
More Than 30 Months 559 43.5 54.5 19.4 8.3 11.2 8.2 7.0 

Education 
No High School 1,305 43.8 21.0 14.2 5.1 9.4 3.4 23.2 
Some High School 1,637 63.2 13.1 6.4 5.2 12.4 4.5 14.5 
High School Grad 3,710 78.4 9.3 2.3 5.8 12.2 6.9 7.3 
Some College 1,950 80.0 7.1 1.4 7.9 12.6 7.9 6.3 
4 Years of College 897 85.4 7.0 0.7 7.7 13.7 7.5 4.2 
More Than 4 Years 1.006 88.2 6.7 0.8 5.8 11.1 8.9 3.5 

""""'""" ..... 

" NOTES: The sample is restricted to respondents witll valid iosurallCe coverage data ADL Is acti\llly of daily living. 

SOURCE: Aulhofs' tabulations from Health aoc1 Retirement Study data collected in 1992-93 and 1994-95. 
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Americans lack health insurance at midlife, 
when they are at increasing risk of experi­
encing serious and expensive health 
problems. 

The other rows of Table I report cover­
age among different subgroups. The sex 
comparisons reveal that females are 
somewhat more likely than males to have 
no coverage at all; 10.6 percent of females 
report no coverage, compared with 7.3 
percent of males. Males are much more 
likely to be covered by Medicare (15.9 
percent versus 5.4 percent), which proba­
bly reflects their older age_7 Males are 
more likely than females to be covered 
through Federal programs other than 
Medicare and Medicaid, reflecting males' 
greater military experience within this age 
group. Sex differences in coverage appear 
to be driven largely by differences in 
marital status. A larger percentage of 
males in this sample (87.6 percent) are 
married than females (73.7 percent), and 
for both males and females, the likelihood 
of having some type of health insurance 
coverage is significantly higher among 
those currently married than among those 
who are divorced, separated, widowed, or 
never married. The risk of non~coverage is 
twice as high among the widowed as 
among those currently married (16.6 
percent versus 7.7 percent). Differences in 
employment-based coverage account for 
most of the overall difference in coverage 
by marital status. Since most employer 
plans offer coverage to family members, 
married individuals may be able to receive 
coverage through their spouses' employ­
ers if health benefits are not provided by 
their own employers-an option that is not 
available to single individuals. 

7 The sampling framework of the HRS. by which individuals 
born between 1931 and 1941 and their spouses (if any) were 
interviewed, generates a sample in which males are on average 
older than females, since males tend to marry younger females. 
The males in the sample average 58.3 years of age, whereas the 
females average 55.3 years of age. 

Dramatic racial differences in health 
insurance are evident in the HRS. Rates of 
non-coverage are twice as high among 
African Americans as among white persons 
(14.2 percent versus 7.0 percent), while 
Hispanics, with a 27.7-percent rate of non­
coverage, are ahnost four times as likely as 
white persons to lack health insurance.s 
Purchases of private basic health insur­
ance are especially rare among Hispanics; 
only 4.3 percent of Hispanics report 
purchases of basic health insurance, 
compared to 12.8 percent of white persons 
and 11.2 percent of African Americans. 
Racial differences in employment-based 
health insurance are also quite 
pronounced. Whereas 78 percent of white 
persons receive health benefits through 
the workplace, only 63 percent of African 
Americans and 49 percent of Hispanics do 
so. African Americans and Hispanics are 
both more likely to receive health benefits 
through Medicaid than are white persons, 
since these groups are more likely to be 
impoverished than are white persons. 

Health insurance coverage varies 
systematically with health status. We 
consider several alternative measures of 
health: self-rated health status, the 
presence of particular medical conditions, 
any impairments in certain activities of 
daily living, and the existence of any work­
related disabilities. Across all of these 
measures, we find that workers in better 
health report higher rates of employment­
based coverage and lower rates of federally 
provided health insurance coverage 
(Medicare, Medicaid, and veterans 
benefits) than workers in relatively poor 
health. For example, almost one-half of 
respondents (48.7 percent) rated their 
health as either excellent or very good 

s Several other recently published studies have also found quite 
high rates of non-insurance anttmg Hispanics (Valdez et a!., 
1993; Berk, Albuers, and Schur, 1996; de Ia Torre et al., 1996). 

HEALTII CARE FINANCING REVIEW/Spring 1997/Volume 18. Number 3 128 



during the second wave of the HRS. Of this 
group, 83 percent received health benefits 
from an employer, but only 5 percent 
received Medicare benefits. In contrast, of 
the 22.3 percent of respondents who rated 
their health as fair or poor, only 56 percent 
had employment-based health insurance, 
but 23 percent reported Medicare benefits. 
Similarly, the prevalence of Medicaid 
coverage is 18 times greater among 
individuals who claim that health problems 
prevent them from working (who comprise 
about 13 percent of our sample) than 
among individuals who report no work 
disability, and more than 2.5 times greater 
among respondents with a history of heart 
problems than among individuals who 
never had heart problems.' 

Similar patterns of health insurance 
coverage are evident across different 
levels of impairment in activities of daily 
living. Table 1 reports coverage for a 
hierarchy of degrees of difficulty in 
walking. Among respondents with valid 
data, 53.7 percent reported at least some 
difficulty running or jogging 1 mile (but 
not more severe mobility limitations), 10 
percent reported at least some difficulty 
walking several blocks, 3.7 percent report­
ed at least some difficulty walking one 
block, and 3.1 percent reported at least 
some difficulty walking across a room.lO 
Rates of employment-based coverage 
decline monotonically as the level of 
impairment increases, and rates of cover­
age by Medicare, Medicaid, and other 
Federal programs increase monotonically 
with the level of impairment For instance, 
as the level of impairment increases from 
no difficulty running 1 mile to at least some 
difficulty crossing a room, employment­

9 Differentials in coverage by health status are similar for other 
medical conditions, such as diabetes, cancer, and hypertension. 
J<t These categories are defined to be mutually exclusive, so that 
individuals who report difficulty walking one block are not 
included in the category reporting difficully walking several 
blocks. 

based coverage falls from 79 percent to 46 
percent, while the rate of Medicare cover­
age increases from 6 percent to 36 percent 
and the rate of Medicaid coverage increas­
es from 2 percent to 18 percent. 

The net impact of health on the level of 
non-insurance depends on the particular 
measure of health status under considera­
tion. For self-reported health status, the 
decrease in job-related health benefits 
associated with worsening health exceeds 
the increase in Medicare and Medicaid 
coverage; as a result, the level of non-insur­
ance is more than twice as high for 
respondents reporting poor health as for 
respondents reporting excellent health.ll 
Rates of non-insurance are also somewhat 
higher among individuals who report 
disabilities that interfere with work than 
individuals who report no disabilities. 
However, workers with a history of heart 
problems are slightly more likely to have 
some type of coverage than workers with 
no heart ailments. For walking ability, aU­
shaped pattern is evident, with rates of 
non-insurance highest among respondents 
who report difficulty walking several 
blocks, and lower among respondents who 
either have no limitations or are most 
severely impaired. In summary, Medicare 
and Medicaid appear to provide important 
health benefits for individuals in poor 
health, who otherwise would have 
extremely limited access to health care, for 
all measures of health status analyzed 
here. However, despite the existence of 
these social safety nets, we still observe 
fairly high rates of noninsurance among 
middle-aged individuals in ill health who 
are in great need of health services. For 
example, 7 percent of individuals in our 
sample with a history of heart problems, 9 
percent of individuals who have difficulty 

II Franks eta!. (1993) also lind that uninsured individuals report· 
ed lower levels of subjective health status than did individuals 
with health insurance. 
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walking across a room, 12 percent of 
individuals whose health problems are so 
severe that they claim they are unable to 
work, and 17 percent of individuals who 
rate their health as being poor lack any 
health insurance coverage. 

Because they arguably represent the 
most vulnerable subgroup in our sample, 
we analyze in more detail health insurance 
coverage among respondents whose health 
prevents them from working. Table 1 
compares the percent distribution of cover· 
age for individuals whose disability has 
prevented them from working for at least 30 
months and for individuals whose disability 
has lasted for fewer than 30 months (but is 
expected to last-or has already lasted-at 
least 3 months). Rates of non·insurance are 
more than twice as high among individuals 
who have been recently disabled as for the 
long·term disabled (15 percent versus 7 
percent). This difference is driven by the 
tremendous disparity in Medicare benefits 
between the two groups. Individuals must 
wait 29 months after the onset of their 
disability before they can begin to receive 
Social Security disability payments or 
Medicare benefits. Consequently, more 
than one-half of the long·term disabled in 
our sample are covered by Medicare, 
compared with only 27 percent of the 
recently disabled.I2 During the waiting 
period, some individuals may be able to 
compensate for the lack of Medicare 
benefits with employer·provided coverage; 
that is, disabled individuals who received 
health benefits while working are entitled 
to continuation benefits-Consolidated 
Omnibus Budget Reconciliation Act 
(COBRA) benefits-for 29 months after 
they leave their employer, provided that 
they pay the cost of the insurance premi· 
urns. However, rates of employmen~based 
coverage are almost identical for recently 

12 In addition, about 7 percent of the long-term disabled receive 
both Medicare and Medicaid benefits. 

disabled individuals and for individuals 
whose period of disability exceeds the 
COBRA entitlement period, suggesting that 
few disabled utilize the continuation 
benefits, perhaps because of the cost of the 
associated premium payments. 

Finally, rates of non-coverage decrease 
sharply and monotonically with education· 
a! attainment. Only 3.5 percent of 
individuals with more than 4 years of 
college lack health insurance, whereas 
23.2 percent of those who never attended 
high school lack coverage. A high school 
diploma appears to be particularly impor· 
tant for health insurance; only 7.3 percent 
of those who completed 4 years of high 
school but did not attend college lack 
coverage, compared with 14.5 percent of 
those who did not graduate from high 
school. Not surprisingly, individuals with 
more education are more likely to receive 
health benefits from an employer. 
Medicare and Medicaid coverage are both 
more prevalent among those with fewer 
years of education. 

To explore further the determinants of 
health insurance coverage among individu­
als approaching retirement age, we 
estimate multinomiallogit models of insur­
ance coverage. The dependent variable is 
constructed to assume one of five mutually 
exclusive values: no health insurance at all, 
non.group insurance purchased in the 
marketplace without other coverage, 
Medicaid coverage (with or without other 
individually purchased coverage), other 
Federal insurance (with or without 
Medicaid coverage or individually 
purchased insurance), and any employ· 
ment-based coverage. Since virtually all 
elderly individuals are covered by 
Medicare, and relatively few elderly were 
surveyed by the HRS, respondents 65 
years of age or over are excluded from the 
sample analyzed in this table. Parameter 
estimates are reported in Table 2. The base 
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Table2 

Multinomial Logit Estimates of Health Insurance Coverage 


Purchased Other Federal Employment-
Variable Insurance Only Medicaid Insurance 

Female 0.118 0.067 --0.779 ·0.023 
(.113) (.159) (.109) (.075) 

Marital Status' 
Divorced or Separated --o.633 *"""1.479 0.154 --o.961 

(.168) (.179) (.144) (.102) 

Widowed .().204 """"0.851 -o.383 --0.960 
(.1n) (.213) (.163) (.122) 

Never Married -0.029 -1.767 *"""0.631 *"""·0.774 
(.273) (.271) (.234) (.192) 

Raoe' 
African American *"""·0.803 """"0.472 ·0.030 --0.339 

(.159) (.173) (.132) (.093) 

Hispanic --1.605 0.039 --0.850 --1.083 
(.230) (.197) (.166) (.105) 

Other Race --1.338 ·0.162 ·0.220 --1.086 
(.398) (.427) (.287) (.205) 

Poor Health --0.531 -o.860 """"0.629 --0.261 
(.138) (.159) (.114) (.082) 

Educatlon3 
No High School --0.894 0.285 --0.472 --1.407 

(.182) (.200) (.152) (.105) 

Some High Schoof **·0.340 0.142 **.().329 ***-0.708 
(.147) (.199) (.146) (.096) 

Some College 0.166 ·0.427 **"0.429 *0.184 
(.155) (.309) (.161) (.110) 

College Graduate **"0.488 -0.312 0.329 ***0.789 
(.181) (.407) {.204) {.135) .... 

49 Years of Age or Under **.0.474 **0.703 .0.183 ***-0.357 
(.213) (.274) (.231) (.128) 

60 Years of Age or Over -o.573 .().081 *0.203 ***0.341 
(.119) (.158) (.115) (.083) 

Employed *0.195 --1.946 --1.326 ***0.640 
(. 1 13) (.202) (.120) (.075) 

Intercept -0.199 ***·2.171 0.213 **"2.141 
(.151) (.233) (.144) (.102) 

• Significant at the 10-percenllevel. 
'""Sjgnificant at the 5-percent level. 
-Significant at the 1-peroont level. 

1 Reference category is •currenUy married." 
2 Refefenca category is "while p61"Sons." 
3 Reference category is "high school graduate.' 
4 Reference category is "50·59 years.• 

..... 

NOTES: Standard eri"OfS are in pa!entheses. Tl'le values of the dependent VB!iable correspond to inclusion in one of the following mutually exclusive 
categories: no 00V91"8g& (N= 1,123), which is the base category; coverage by purchased non-goup insurance only (N = 609); Medicaid coverage only 
(N = 305); other federally provided health insurance, such as Medicare or CHAMPUS, plus non-group insurance and/or Medicaid (N = 650); and any 
employment-based CQVerag& (N = 7,177). The sample i$ restricted to respondents under 65 years of age with valid insurance data. 

SOURCE: Authors' tabulatiOns from HNith and Retirement Study data collected in 1992-93 and 1994-95. 
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category consists of respondents who lack 
any type of coverage, so that the reported 
coefficients indicate the impact of a given 
characteristic on the log-odds of having a 
given type of coverage relative to no cover­
age, holding other characteristics constant. 
The predictors included in the model 
consist of sex, marital status, race, health 
status, educational attainment, age, and 
employment status. 

Controlling for marital status, we find that 
the variable sex generally does not have 
significant effects on health insurance cover­
age. Although females are significantly less 
likely than males to have federally provided 
coverage other than Medicaid, which again 
probably reflects sex differences in military 
service, there are no statistically significant 
differences between males and females on 
the likelihood of having purchased 
insurance, Medicaid coverage, or employ­
ment-based coverage. Differences by marital 
status, however, are quite large and signifi­
cant (p < 0.01). Respondents who are not 
currently married, either because of divorce, 
widowhood, or having never been married, 
are significantly less likely to have employ­
ment-based benefits and significantly more 
likely to have Medicaid coverage than 
currently married individuals. Divorced and 
separated individuals are less likely to 
purchase non-group insurance, and widowed 
and never-married individuals are more 
likely to have non-Medicaid Federal insur­
ance, than currently married individuals. 

Race continues to have a pronounced 
impact on health insurance coverage, even 
after controlling for many other 
demographic characteristics. Both African 
Americans and Hispanics are significantly 
less likely to have employment-based 
coverage or to purchase non-group insur­
ance than are white persons. African 
Americans are also more likely to have 
Medicaid coverage than white persons, 
whereas Hispanics are less likely to have 

non-Medicaid Federal insurance, perhaps 
because a disproportionate number of 
Hispanics are recent arrivals to the United 
States who have not served in the military. 

Health, education, age, and employ­
ment status are also significant predictors 
of health insurance coverage. Controlling 
for all the other variables in the model, 
individuals who report poor health are 
less likely to have health benefits from an 
employer or union and are less likely to 
purchase insurance than individuals 
reporting better health.13 The likelihood 
of employment-based coverage and of 
private, non-group insurance increases 
monotonically with educational attain­
ment. Respondents between the ages of 
60 and 65 are more likely to receive health 
benefits from an employer and to 
purchase insurance than are younger 
respondents. As expected, employed 
individuals are also more likely to have 
employment-based benefits or to 
purchase insurance than are individuals 
who are not working. Medicaid coverage 
is also more prevalent in this sample 
among individuals who are not employed, 
in poor health, and under 50 years of age. 

Many of the differentials in employment­
based coverage observed across subgroups 
in Tables 1 and 2 may result from differ­
ences in employment status among different 
groups, and not from differences in the 
provision of health benefits by employers 
across segments of the working population. 
To distinguish the impact of employment 
from the provision of health benefits by 
employers on the likelihood of health insur­
ance, we analyze health insurance coverage 
among employed individuals. Table 3 
reports the percentage of full-time wage and 
salary workers, under 65 years of age, who 
receive health benefits from an employer or 

13 We find similar results if we measure poor health by disability 
status, instead of using self-reported health status. 
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Table 3 

Employment-Based Coverage Among Full·Time Wage and Salary Workers 


Percent With 
Employment- Logit Estimates of Coverage 

Variable N Based Coverage (1) (2) 

Sox 
M~e 1,895 eo.o N/A N/A 
Female 1,959 62.2 --1.004 --0.876 

(.082) (.109) 

Marital Status 
CurrenHy Married 3,073 67.7 N/A N/A 
Divorced or Separated 465 86.2 -1.249 -1.580 

(.142) (.160) 
Widowed 214 79.6 -1.023 -1.368 

(.179) (.198) 
Never Married 102 92.9 """"1.761 -2.004 

(.358) (.394) 
Race 
White 2,899 71.7 N/A N/A 
African American 576 71.0 -O.Q1S -0.102 

(.109) (.124) 
Hispanic 289 62.1 -0.191 ·0.106 

(.147) (.164) 
Other Race 90 70.9 -0.194 -0.073 

(.241) (.256) 
Education 
No High School 324 55.5 --1.023 --0.522 

(.145) (.171) 
Some High School 499 66.1 """"-0.414 *-0.261 

High School Graduate 1,392 71.9 
(.118) 

N/A 
(.137)

N/A 
Some College 799 72.1 ·0.010 -0.186 

(.103) (. 116) 
College Graduate 840 76.2 0.165 --0.426 

(.106) (.146) 
Health 
Excellent or Very Good 
Good or Fair 

2,164 
1,611 

72.1 
69.7 

N/A
N/A 

N/A
N/A 

''"' 58 71.8 0.158 *0.236 

Age 
(.118) (.132) 

49 Years or Under 408 52.1 --0.366 --0.330 

50.59 Years 
60-64 Years 

2,771 
675 

72.9 
74.9 

(.116) 
N/A 

0.041 

(.127)
N/A 

0.031 
(.103) (.113) 

Hourly Wage 
$6 and Under 400 34.8 --1.422 

(.163) 

$6.01-$10 1,068 62.6 --0.376 

$10.01-$15 
Over $15 

1,063 
1,303 

74.2 
84.0 

N/A 
(.1 10) 

N/A 
-o.423 

(.122) 

Union 
Member 1,019 61.8 "'<l.258 

Non-Member 2,829 67.3 NIA 
(.103) 

NIA 

See NOTES at end of table. 

HEAL1H CARE FINANCING REVIEW/Spring 1997/Volume 18, Number3 133 



Table 3-Contlnued 
Employment-Based Coverage Among Full-Time Wage and Salary Workers 

Variable N 

Percent With 
Employment­

Based Coverage 
Logil Estimates of Coverage 

(1) (2) 

Firm Size 
1-4 Employees 

5-14 

15-24 

25-99 
100-499 

500 and Over 

Job Tenure 
1 Year or Less 

More Than 1 Year 

Occupation and Industry Controls 
Intercept 

123 

255 

133 

450 
673 

2,142 

305 

3,543 

31.4 

47.9 

56.6 

64.5 
75.4 

78.0 

45.2 

73.2 

N/A 

N/A 

No 
*"*1.356 

(.083) 

**"-1.157 
(.261) 

*"*-0.589 
(.176) 

*-0.377 
(.222) 

N/A 
**"0.514 

(.141) 
***0.523 

(.120) 

***-Q.852 
(.142) 

N/A 

Yos 
**"1.585 

(.256) 

• Significant at the 1Q-percent level. 
** S~nlflcant at the S-percent lwei. 
- Significant at the 1--percent level. 

NOTES: Numbers In parentheses are standard errors. The sample is restricted to full-time wage and salary workers, under 65 years of age. NIA is 
not applicable because variable represents refefence category for selected indicator. COvariates in the third column are resllicted to demographic and 
health characteristics of the worker, while covariates in the fourth column also indude job characteristics. 

SOURCE: Authors' tabulations from Health and Retirement Study data collected in 1992·93 and 1994·95. 

union." The table also presents estimated 
coefficients from two logit models of health 
insurance coverage; covariates in the first 
model are restricted to demographic and 
health characteristics of the worker, where­
as covariates in the second model also 
include job characteristics. 

Among full-time wage and salary 
workers, the prevalence of employment­
based health benefits is significantly 
higher among males than females; 80 
percent of males receive benefits from an 
employer or union, whereas only 62 
percent of females receive benefits. The 
logit model estimates indicate that working 
females are less likely than males to 
receive health benefits from their employ­
ers or unions, holding other factors 
constant Part, but not all, of this gender 

t4Jn a few cases, respondents may not have earned these health 
benefits on- the current job, since the survey does not always 
distinguish respondents whose benefits are provided by a 
former employer or union from those whose benefits are 
derived from current employment. 

difference can be attributed to differences 
in the types of jobs held by men and 
women; the inclusion of job characteristics 
in the logit model reduces the magnitude 
of the female coefficient, although it 
remains significant. In contrast to our 
findings for all respondents, the sex differ­
ence in health insurance among workers 
cannot be explained by the impact of 
marital status. Among full-time workers, 
currently married individuals are signifi­
cantly less likely to receive 
employment-based health benefits than are 
unmarried individuals, perhaps because 
married workers may receive health 
benefits through a spouse's employer and 
may decline coverage from their own 
employer if contributions are required. 

Although much less pronounced among 
workers than among all respondents, racial 
differences in health insurance nonetheless 
exist among full-time workers. Only 62 
percent of Hispanics working full-time 
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report health benefits from an employer or 
union, compared with 72 percent of white 
workers and 71 percent of African American 
workers. However, racial differences 
become insignificant once other factors are 
controlled in the logit model. Educational 
disparities appear to account for most of the 
shortfall in health benefits among Hispanic 
workers. In a logit model of health benefits 
with race as the only regressor (not report­
ed in Table 3), the Hispanic coefficient is 
negative and significant (p < .001), but this 
coefficient is reduced to one-third its origi­
nal size and becomes insignificant when 
educational controls are added to the 
model. Hispanics have significantly less 
schooling than other racial groups, and 
health insurance is closely correlated with 
education." As reported in Table 3, rates of 
health insurance coverage among full-time 
workers increase monotonically with years 
of schooling; 56 percent of workers who 
never attended college have job-related 
health benefits, compared to 76 percent of 
college graduates. The logit models indicate 
that a high school diploma is an important 
predictor of job-related health benefits, but 
that additional schooling beyond high 
school does not significantly increase the 
likelihood of health insurance.16 

Among workers, health does not have a 
major effect on the likelihood of job-related 
insurance coverage. Rates of coverage are 
similar across different levels of self­
reported health status. Although poor 
health reduces the likelihood of employ­
ment-based insurance among all 
respondents (fable 2), among workers the 

t5 Among full-time wage and salary workers under 65 years of 
age in the HRS, mean years of schooling for white persons, 
African Americans, and Hispanics are 13.1, 11.9, and 9.3, respec­
tively. Hispanics are also much less likely to have attended high 
school; 42 percent of Hispanic workers never attended high 
school, compared with only 13 percent of African American 
workers and 4 percent of white workers. 
16 In fact, when job characteristics, including the hourly wage, 
are included in the model, college graduates are less likely to 
receive health benelits than otherwise identical workers who 
completed 4 years of high school but did not attend college. 

coefficient on the variable indicating poor 
health is actually positive with marginal 
(.10) significance in the full model which 
includes job controls. Thus, the impact of 
health on employment-based insurance 
among workers appears to be driven 
primarily by differences in labor-force 
attachment. Respondents in poor health 
are less likely to be employed, but when 
they are employed they may dispropor­
tionately seek out jobs with health 
coverage and accept offered coverage for 
which employee cost-sharing is required. 

The impact of job characteristics on 
employment-based health insurance is 
consistent with findings from previous 
studies (e.g., U.S. Bureau of the Census, 
1995; Employee Benefit Research Institute, 
1995). As reported in Table 3, rates of 
coverage increase monotonically with both 
hourly wage and firm size. In addition, 
union members are significantly more 
likely to receive benefits than non­
members (82 percent versus 67 percent). 
Fmally, workers who have been with their 
current employer for 1 year or less are 
significantly less likely to have coverage 
than workers with longer tenure, suggest­
ing that many employers impose waiting 
periods before workers are eligible for 
benefits. All of these job characteristics also 
have significant effects in the logit model. 

Even if they work full-time, poorly­
educated individuals, those employed by 
small firms, and those working at or near 
the minimum wage are at high risk of 
lacking health benefits. The availability of 
health insurance among the working poor 
is analyzed more closely in Table 4, which 
reports, according to wage level, the 
percent of full-time wage and salary 
workers in our sample under 65 years of 
age who receive coverage from their own 
job, the percent of covered workers who 
make regular contributions to their employ­
ers for health benefits, the mean monthly 
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Table4 

Insurance Coverage and Employee Payments, by Wage1 


Percent 	""'~"' WHh Contributing With No 
Coverage Toward Mean Coverage 
From OWn Co~ of Monthly From Any 

Hourly Wage 	 N Employer Coverage2 Paymeots3 
-·~ $6 and Under 	 400 34.8 55.7 $97 27.5 

$6.01-$10.00 	 1,086 62.6 59.0 $76 5.8 
$10.01-$15.00 	 1.063 74.2 55.1 $97 2.6 
$15.01-$20.00 	 640 83.6 50.3 $97 1.3 

663 84.4 62.6 $113 0.7 
""'' $20 
'The sample Is restricted to full-time wage and salary workers undElf 65 years of age. 
z The sample is further restricted to those with employer-provided coverage. 
aThe sample Is further resll'lcted to those who make payments to offset the cost of Insurance coverage. 

Percent

SOURCE: Authors' tabulations from Health and Retirement Study data collected in 1992-93 and 1994-95. 

payment, and the percent with no health 
insurance from any source. Only 35 percent 
of the bottom decile of wage earners­
those making no more than $6 per 
hour-receive health benefits from their 
employers. In contrast, the coverage rate is 
more than twice as high (74 percent) 
among workers earning $10 to $15 per 
hour. 

About 57 percent of full-time workers 
receiving health benefits on the job must 
make payments to their employers to 
defray the cost of coverage. The fraction 
making contributions does not vary much 
across wage groups. Among those 
contributing, the mean monthly payment 
ranges from $97 for workers earning $6 
and less per hour, to $113 for those earning 
more than $20 per hour. Thus, on average, 
those in the lowest wage group who 
contribute to their health plan are paying 
roughly 10 percent of their before-tax 
earnings toward health insurance premi­
ums. Coverage rates may be low among 
low-wage workers because they cannot 
afford the premiums required for cover­
age, not because health plans are not 
offered." In fact, 27.5 percent of workers 
earning $6 or less per hour have no health 
insurance of any kind, as reported in the 
last column of Table 4. These working 

17 Unfortunately, the HRS does not ask whether workers with no 
benefits declined coverage that was offered. 

poor, who are not protected by the public 
safety net provided by Medicare and 
Medicaid benefits, are exposed to the risk 
of catastrophic medical costs should they 
suffer serious health problems." Full-time 
workers earning between $6 and $10 per 
hour are more than four times as likely to 
have some form of health insurance; only 
5.8 percent of these workers have no cover­
age at all. Fewer than 1 percent of workers 
earning more than $20 per hour lack any 
health insurance coverage. 

Characteristics of Different Types of 
Insurance 

To this point, we have been focusing on 
the question of whether or not an individ­
ual has health insurance. However, since 
plans differ in the level of coverage they 
provide for medical services and the 
degree of cost-sharing they impose on 
participants, we now analyze particular 
characteristics of health plans among 
individuals with coverage. We begin by 
investigating the distribution of plan type. 
Plans can be grouped into three broad 
categories: traditional FFS, which general­
ly permit open-ended choice of providers, 
subject to deductibles and copayments; 
HMOs, which restrict participants to 

IS They may become eligible for Medicaid in the event of serious 
illness which leaves them impoverished, however. 
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particular health care providers, but which 
typically feature lower deductibles and 
copayments; and PPOs, which allow 
members to receive services from out-of­
network providers if they are willing to pay 
a higher proportion of the provider's fee 
than is required for in-network providers. 

Table 5 reports the percent distribution 
of plan type, among full-time wage and 
salary workers under 65 years of age with 
job-related health benefits.!' Only 40 

19 Respondents in the HRS whose health insurance is not job­
related are not asked to report plan type. 

percent of workers with health benefits 
report that they belong to traditional FFS 
plans, whereas 57 percent report participa­
tion in managed care plans, evenly divided 
between HMOs and PPOs.W Thus, our 
1994-95 data indicate that the recent trend 
toward managed care that has been 
documented by successive years of data 
from the Employee Benefits Survey (EBS) 

zo Only 3 percent of full-time covered workers do not know 
their plan type or decline to provide the information. 

TableS 
Percent Distribution of Plan Type Among Full-Time Wage and Salary Workers 

Unknown 
Demographic Variable N HMO PPO FFS Plan l)'pe 

All 2,705 28.8 28.4 39.6 3.1 

Raoe 
White 2,066 27.1 28.9 41.3 2.6 
African American 405 37.6 26.5 29.8 5.4 
Hispanic 173 34.8 21.4 37.1 6.7 
Olhe• 61 42.0 30.5 23.5 4.0 

Region 
Northeast 472 35.3 21.5 40.1 3.1 
Midwest 698 22.1 27.0 48.5 2.1 
Soulh 1,122 23.6 32.4 39.5 4.4 
Weoi 413 43.8 30.5 23.6 2.1 

Health Status 
Excellent 571 27.4 298 40.6 2.1 
Very Good 990 28.0 27.0 41.9 2.8 
Good 810 31.0 29.2 36.1 3.7 
Fair 294 28.7 28.4 38.9 4.0 
Pom 40 27.1 28.0 37.4 7.5 

Union 
Yos 834 32.1 26.4 37.9 3.7 
No 1,867 27.4 29.3 40.2 2.9 

Hourly Wage 
$6 and Under 134 2o.6 21.4 52.5 5.0 
$6.01-$10 686 26.3 24.6 43.3 5.5 
$10.01-$15 793 30.5 303 36.7 2.5 
$15.Q1-$20 533 30.4 30.2 36.5 2.9 
o... $20 559 29.3 29.3 39.6 1.2 

Firm Size 
1·4 Employees 35 24.3 15.7 54.8 3.5 
5-14 113 21.9 16.4 58.6 3.1 
15-24 73 23.7 23.3 48.7 3.4 
25-99 283 31.2 26.1 41.2 1.1 
100-499 496 27.3 29.9 40.2 2.6 
More Than 500 1,668 29.6 29.9 36.7 3.6 

NOTES: The sample is restricted to lull-time wage and salary workers, under 65 years of age, w~h employer-provided health insurance. HMO is 
health maintenance organization. PPO is preferred provider organization. FFS is fee-for-service. 

SOURCE: Authors' tabulations from Heallh and Retirement Study data collected in 1992-93 and 1994-95. 
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is continuing.21 White persons with cover­
age are significantly more likely to 
participate in FFS plans than African 
Americans with coverage, whereas insured 
African Americans are significantly more 
likely than white persons to belong to 
HMOs. HMO penetration is particularly 
high in the West, where 44 percent of 
insured workers are members of HMOs. 
Although it has been suggested that 
individuals in poor health may tend to 
avoid managed care plans, because they 
generally limit choice of primary-care 
physicians and restrict access to special­
ists, this pattern is not evident in Table 5; 
37 percent of covered workers in poor 
health belong to traditional FFS plans, 
compared with 36 percent reporting good 
health and 41 percent reporting excellent 
health. Finally, FFS plans are more preva­
lent among low-wage workers and 
employees in small firms. For example, 53 
percent of insured workers earning no 
more than $6 per hour and 58 percent of 
insured workers in firms with fewer than 
15 employees belong to traditional FFS 
health plans; managed care plans are more 
prevalent among better-paid employees in 
large plans and, to a lesser extent, among 
union members. 

Table 6, which reports the percentage 
of full-time workers under 65 years of age 
with job-related health benefits whose 
employer or union offers multiple health 
plans from which they can choose, 
suggests the extent to which the distribu­
tion of plan types reflects the preferences 
of participants. Most workers do not have 
any choice in the selection of their employ­
ee health benefits; only 42 percent of 
insured workers were offered more than 

21 According to tabulations from the EBS, the proportion of full­
time empl(lfees in traditional FFS plans decreased fro!ll ?4 
percent in 1989 to 50 percent in 1993, whereas the proportion m 
HMOs increased from 14 percent to 17 percent and the propor­
tion in PPOs rose from 4 percent to 16 percent over the same 
period (Employee Benefit Research Institute, 1995). 

Table& 

Availability of Alternative Health Plan 


Among Insured Workers 


Percent Offered 

Characterlslic 
Alternate Plan by 

Employer 

All 42.0 

Hourly Wage 
$6 or Under 
$6.01-$10.00 
$10,01-$15.00 
$15.01-$20.00 

"""' $20 

17.4 
25.8 
39.0 
50.7 
59.7 

Firm Size 
1-4 Employees 
5-14 
15-24 
25-99 
100·499 
More Than 500 

13.9 
9.9 

26.3 
22.5 
33.2 
52.2 

Plan Type 
Health Maintenance Organization 
Preferred Provider Organization 
Fee-for-Service 

56.5 
40.6 
33.9 

Union 
Member 
Non-Member 

49.2 
39.0 

NOTE: The sample is restricted to full-time wage and salary WOfkers, 
under 65 years of age, with employer-provided health insurance (n"' 
2,705). 

SOURCE: Authors' tabulations from Health and Retirement Study data 
oollected in 1992·93 and 1994·95. 

one health plan by their employer or 
union, and it is not clear whether these 
individuals were able to choose from 
among different types of plans, or simply 
from among alternative plans of the same 
general type. Jobs that are most likely to 
offer health insurance are also most likely 
to offer some choice among plans (condi­
tional on coverage); the prevalence of plan 
choice increases with wages, firm size, 
and union membership. For instance, only 
17 percent of insured workers earning $6 
per hour or less could have chosen an 
alternative health plan, compared to 60 
percent of insured workers earning more 
than $20 per hour; more than 52 percent of 
insured workers in firms with more than 
500 employees had some choice in the 
selection of their plan, compared to 14 
percent of insured workers in firms with 
fewer than 5 employees. Workers partici-
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paling in HMOs were also significantly 
more likely than workers in FFS plans to 
have at least some choice over the employ­
ment-based health plan to which they 
belong. 

One way in which plan types may differ 
is in the level of payments required of 
participants. In addition to copayments and 
deductibles, individuals with employment­
based health benefits may be required by 
employers or unions to make regular 
payments to help defray the cost of their 
coverage. Many plans-particularly 
managed care plans-also impose 
additional costs on members who seek 
medical care from specialists without 
being referred by their primary physi­
cians, or require participants to cover 100 
percent of such services out-of-pocket. 
These issues are explored in Table 7. 
Individuals in HMO and PPO plans are 
somewhat more likely than those in FFS 
plans to make payments toward the cost of 
their plans: 59 percent of HMO members 
and 61 percent of PPO members 
contribute, compared to 54 percent for FFS 
plan members. This finding tends to 
contradict the accepted wisdom that 
workers typically pay a premium for FFS 
coverage over HMOs or PPOs, in 
exchange for the greater freedom of 
choice generally associated with FFS 
plans. However, mean monthly payments, 
among those who contribute, are 
somewhat higher within FFS plans ($103) 
than in HMOs ($91) or PPOs ($88).22 

Access to specialists is restricted for 
many individuals with health benefits. Not 
surprisingly, the majority of those in HMOs 

22 These results should be interpreted cautiously, since approxi­
mately 1 in 10 recipients does not know whether or not they 
contribute to their health plan. However, the results are gener­
ally consistent with findings reported from the 1993 EBS of 
medium and large private establishments. Overall, in the EBS 61 
percent of employees with health benefits made contributions 
for their own coverage, and 76 percent contributed for family 
coverage. The mean monthly contribution (among contributors) 
was $32 fur individuals and $107 for families (Employee Benefit 
Research Institute, 1995). 

(73 percent) and PPOs (61 percent) report 
that they would have to pay extra to see a 
specialist on their own, without being 
referred by their regular participating 
doctors. In fact, it is somewhat surprising 
that these percentages are not higher, since 
one of the hallmarks of managed care is 
restricted access to expensive specialists. 
On the other hand, 24 percent of partici­
pants in FFS plans report having to pay 
extra to visit a specialist without a referral, 
suggesting that many traditional health 
plans may have incorporated features of 
managed care. This finding suggests that 
the distinctions among standard plan types 
are blurring, and that to understand trends 
and variations in health coverage, analysts 
need to move beyond traditional labels to 
the collection of specific and detailed infor­
mation on plan characteristics. 

Another dimension over which types of 
insurance vary is the extent to which they 
impose cost-sharing on recipients. Although 
the HRS does not directly ask respondents 
about the copayments and deductibles 
associated with their insurance coverage, 
the survey does solicit information about 
the source of payments of medical expens­
es. During the second wave of interviews, 
respondents were asked whether they had 
been hospitalized since Wave 1, and 
whether the expenses were paid entirely by 
insurance, entirely out-of-pocket, or shared 
between themselves and insurance. They 
were also asked to indicate the number of 
doctor visits they made since Wave 1, and to 
identify who paid for those visits. Table 8 
reports the distribution of these payment 
sources, by type of coverage, among all 
respondents with medical expenses. The 
question on utilization refers to all hospital 
stays or doctor visits since Wave 1, during 
which time insurance coverage for any 
given individual may have changed. In 
order to minimize this potentialiy confound­
ing effect, the sample is further restricted to 

HEALTil CARE FINANCING REVIEW/Spring 1997/Volume t8. Number3 139 



Table 7 

Employee Payments for Employer-Provided Health Insurance, by Plan Type 


Unknown 
Type of Employee Payment HMO PPO FFS Plan Type 

Employee Contributions to 
Htalth Plan 

Percent Who Contribute 58.9 60.9 54.3 31.7 
Percent Who Do Not Know 
Whether They Contribute 9.0 9.5 8.4 14.6 

Mean Monthly Payment 
Among Contributors $91.24 $87.86 $103.39 $146.26 

Additional Payments to Consun 
Specialist Without Referral 

Percent Who Must Pay Extra 73.0 60.8 24.0 36.2 
Percent Who Do Not Know 
Whether They Pay Extra 3.7 5.6 6.6 16.2 

N m 768 1,071 87 

NOTES: The sample is restricted to ftJII-time wage and salary workers. under 65 years of age, with employer-provided health insltanee. HMO Is 
heahh maintenance organization. PPO is prelerred provider organization. FFS Is fee-t>f-servlce. 

SOURCE: Authors' tabulations from Health and Retirement Study data collected lsl1992-93 and 1994-95. 

individuals who report the same coverage 
in Wave 1 as in Wave 2. (Of course, this 
solution does not entirely eliminate the 
problem, since in some cases an individual's 
coverage changes more than once over the 
course of a 2-year period.) An additional 
restriction is placed on individuals who 
report employment-based coverage in both 
waves: to be included in the sample, we 
required that they were on the same job in 
both waves, in order to increase the likeli­
hood that workers participate in the same 
type of employer plan in Wave 1 as reported 
in Wave 2_23 These restrictions reduce the 
number of cases with hospitalizations to 568 
and with doctor visits to 3,520. 

The results reported in Table 8 indicate 
that very few respondents pay for the entire 
cost of hospitalization. Among those with 
employment-based coverage, for example, 
less than 1 percent of respondents paid 
their entire hospital bill alone. Even among 
those who report no insurance at either 
wave of interviews, only 29 percent pay the 
entire cost out of pocke~ perhaps because 
they received charity care or moved onto 
Medicaid at the time of hospitalization. 

23 Even when workers remain on the same job, plan type will still 
change if employers change the health plans they offer employ­

"'· 

Respondents are much more likely to pay 
the entire cost of their doctor visits. Almost 
60 percent of those who purchase private 
insurance and 73 percent of those with no 
insurance at the time they were inter­
viewed in Waves 1 and 2 paid the entire cost 
of their doctor visits out-of-pocket 

First-dollar coverage of medical expens­
es is also rare. Regardless of plan type, 
most individuals with employment-based 
insurance shared in the costs of doctor 
visits: Only 13 percent of FFS enrollees, 15 
percent of PPO enrollees, and 35 percent 
of HM0 enrollees report that their insur­
ance paid the entire cost of such visits. 
Even for hospitalization, cost-sharing is 
common: Only 37 percent of FFS and PPO 
enrollees, and 61 percent of HMO 
enrollees, report that their insurance pays 
all the cost of hospitalizations, among 
those with hospitalizations." Privately 
purchased insurance appears generally to 

24 Data from the 1989 EBS also indicate that most fuU-time 
employees with health benefits at medium and large establish­
ments were required to pay a portion of the cost of their 
hospitalizations (Kramer, 1993). Only 34 percent of these 
employees had benefits that would pay the total cost of inhospi· 
tal surgery, and only 28 percent had benefits that covered the 
entire cost of hospital room and board. Most employee health 
plans paid only a fixed percentage of the costs (generally 80 
percent). 
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TableS 
Percent Distribution of Medical Payment Source, by Type of Coverage

Hospitalizations• Doctor VisiW 
Insurance Respondent 

Insurance Source N Pays All Pays All 
Cost is 
Shared Other N 

Insurance 
Pays All 

Respondent 
Pays All 

Cost is
Shared Other 

Employment-Based 
HMO 102 61.3 0.5 35.2 2.0 781 34.9 3.7 58.8 2.6 
PPO 103 37.3 0.0 59.3 3.4 715 15.0 7.4 76.2 1.6 
FFS 159 36.7 0.0 58.9 4.4 1,080 12.8 15.3 69.5 23 
Unknown Type 13 57.7 7.7 34.6 15.4 94 22.7 12.3 61.2 3.7 

Medicare Only 20 22.8 2.5 63.3 11.4 6() 12.5 4.2 66.3 16.3
Medicare and  

Purchased Insurance 22 39.5 0.0 55.8 4.7 65 42.2 6.9 48.7 2.3 
Medicaid Only 33 69.5 1.5 6.1 22.9 69 64.7 4.0 14.1 17.2 
Other Federal 

Insurance 25 40.8 0.0 38.8 20.4 59 34.2 8.4 31.2 26.2 
Purchased Only 32 9.4 78 80.0 3.1 195 4.1 59.1 35.3 1.5
No Insurance 59 22.4 29.1 18.6 29.9 382 7.7 73.0 73 12.2 

' Restricted to respondents with at least 1 hospitalization betWeen Waves 1 and 2. 

2 Restricted to respondents with at least 1 doctor visit between waves 1 and 2. 


 
 NOTES: The sample is restricted to respondents who report the same insurance coverage in WENeS I and 2. WOfkers Who report employer-provided 00\lefage in each wave are furthoer restricted to b& 
on the same job in each wave. HMO Is health maintenance organization. PPO is preferred provider organization. FFS is fee-tlr-service. 

SOURCE: Authors' tabulations from Health and Retirement Stucly <lata collected in 1992-93 and 1994-95. 
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be limited to coverage of hospitalizations; 
90 percent of purchasers report that 
private insurance paid at least part of their 
hospital costs, but only 40 percent report 
that private insurance paid for at least part 
of their doctor bills. Finally, as expected, 
Medicare recipients who also purchase 
private insurance are more likely to report 
that insurance paid the entire cost of their 
medical expenses than are individuals with 
Medicare coverage alone. 

Changes in Health Insurance 
Coverage 

The longitudinal design of the HRS 
enables us to look at within-cohort trends 
in health insurance coverage over the past 
2 years, offering insights into how cover· 
age changes as individuals in this cohort 
age and providing a more complete picture 
of individuals' exposure to financial risk in 
the event of serious illness or injury. Table 
9 reports the percent distribution of health 
insurance coverage in Wave 1 and Wave 2 
for white persons and for African 
Americans and Hispanics.25 The sample is 
restricted to individuals with valid insur­
ance data in both waves.26 

Coverage rates for almost ali types of 
health insurance increased from Wave 1 to 
Wave 2, both for white persons and for 
African Americans and Hispanics. The rate 
of non-insurance among white persons fell 
from 9.8 percent to 7.0 percent, while the 
rate of non-insurance for African 
Americans and Hispanics fell from 24.5 
percent to 19.2 percent. Both groups 
experienced fairly large increases in rates 
of Medicare and Medicaid coverage, of up 

25 Since respondents may be covered by more than one type of 
insurance at any given time, the column entries do not sum to 
one 
26 Because this sample is somewhat more restrictive than the 
sample analyzed in Table I, the distribution ofWave 2 insurance 
coverage in Table 9 differs slightly from the results reported in 
Table l. 

to 4 percentage points, as individuals aged 
into eligibility or became disabled. 
Somewhat more surprising is the small 
increase in employment-based health 
benefits and the larger increase in the 
purchase of basic insurance coverage 
evident among both groups of respon­
dents." Increases in these two types of 
coverage may reflect heightened risk 
aversion among individuals as they age 
and become more concerned over the 
possibility of developing serious health 
problems. Thus, individuals may become 
more likely to purchase insurance, and 
workers may become more likely to seek 
out jobs offering health benefits or more 
willing to pay the required contributions 
for job-related coverage as they age. 

Although these findings suggest that 
health insurance coverage increased 
within our sample between 1993 and 1995, 
they do not necessarily imply that health 
benefits improved for the entire population 
of middle-aged Americans. Since we are 
tracking individuals over time, our analysis 
is restricted to respondents who do not 
drop out of the panel and who provide valid 
health insurance information at both inter­
views. If respondents who drop out of the 
survey are also less likely to have health 
benefits, then our findings will overstate 
the level of insurance coverage. This selec­
tivity problem is exacerbated by the fact 
that the preliminary data we are using 
exclude cases with changes in household 
composition, as noted earlier. If individuals 
who become widowed or divorced are 
more likely to lose health benefits than 
individuals who do not experience any 
changes in marital status, then our results 
will again overstate the improvement in 
coverage between the two waves. This may 

27 Although some workers in our sample Jose coverage when 
they retire, others maintain their insurance through employe!'> 
provided retiree health benefits, which is included in our 
definition of employment-based coverage. 
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Table 9 
Health Insurance Coverage In Waves 1 and 2, Among Persons Responding In Both Waves 

White Persons African Americans and Hispanics 

Percent With Percent With Percent With Percent With 

Insurance Source 
Coverage in 

wa.e 1 
Coverage in 

wave2 
Coverage in 

w.... 1 
Coverage in 

wa... , 
Employment-Based 77.3 76.1 55.6 57.7 
Medicare 6.1 9.7 6.7 13.0 
Medicaid 1.7 2.2 9.0 11.1 
Other Federal 5.3 6.3 5.0 5.7 
Purchased Basic Insurance 6.9 12.7 5.1 6.6 
Purchased Supplemental Insurance 6.6 7.4 36 3.0 
No Coverage 9.6 7.0 24.5 19.2 

Coverage in Both Waves 67.7 70.6 
No Coverage in Either WSNe 4.5 14.5 
N 7,712 2,441 

NOTE: The sample is restricted to respondents w~ll valid insurance coverage data in both waves. 

SOURCE: Autno~· tabulations from Health and Retirement Study data collected In 1992-9:3 and 1994-95. 

explain why our findings are inconsistent 
with other recent studies based on repeat­
ed cross-sections which have documented 
continued deterioration in health insur­
ance coverage through the early years of 
the 1990s (Acs, 1995; Employee Benefit 
Research Institute, 1995; Long and 
Rodgers, 1995; Olson, 1995; U.S. 
Department of Labor et al., 1994.). 
Moreover, Table 9 does not address the 
issue of the quality of coverage that 
insured individuals receive. Thus, an 
observed increase in coverage levels does 
not necessarily imply that individuals have 
adequate financial protection in the event 
of catastrophic illness.28 

Despite the overall improvement in cover­
age that we observe over time in our sample, 
we also find evidence that fairly large groups 
of African Americans and Hispanics experi­
ence spells of non-insurance or Jack 
coverage for extended periods of time. 
About 15 percent of African Americans and 
Hispanics lacked health insurance coverage 
at both interviews, compared with only 
about 5 percent of white persons. Only 71 
percent of African Americans and Hispanics 

28 Short and Banthin (1995) estimate that 18.5 percent of 
Americans under 65 years of age were underinsured in 1994, 
and thus exposed to the risk of large OUt"(If-pocket expenditures 
in the event of expensive lllness. 

reported some coverage at both waves, 
indicating that almost 3 out of 10 middle­
aged African Americans and Hispanics 
experienced a spell of non-insurance 
between 1993 and 1995 (this is a minimum 
estimate since spells which began and 
ended in the interwave period are not 
captured). In contrast, only about 12 percent 
of white persons lacked coverage at either of 
the two interviews. 

Although there has been much recent 
discussion by policymakers about the loss 
of health benefits following employment 
changes, we find little evidence that job 
switching at midlife is a major cause of nonM 
coverage. Our sample includes 4,609 
respondents interviewed at Wave 2 who 
were working at Wave I and had employ­
ment-based coverage at Wave 1. When 
interviewed at Wave 2, 21 percent of these 
respondents were no longer working for 
the Wave I employer.29 Among these 
individuals who left their employer, 15 
percent reported no employment-based 
coverage at Wave 2. In other words, the 
proportion of workers with employment­
based coverage at Wave 1 who (a) left their 
job between the two waves, and (b) were 

29 Eight percent were employed elsewhere and 13 percent were 
not working at Wave 2. 
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Table10 
Changes In Coverage Between Waves 1 and 2, Among Full~Time Wage and Salary Workers in the Same Plan 

~ 

Any Change 
in Coverage 

Type of Change Since Wave 11

Co~ Coot SeNkes SenAoeo Choice Choice OthO< 
Type of Plan N Since Wave 1 Increased Decreased Increased Decreased Increased Decreased Change 

All 3,097 52.5 79.8 6.3 5.7 10.7 2.6 5.6 12.1 
HMO 899 52.9 78.4 10.1 6.3 6.6 2.3 6.6 8.5 
PPO 637 59.4 76.2 5.9 6.4 12.6 4.6 11.2 14.2 
FFS 1,245 48.9 63.4 4.1 4.7 12.3 1.2 0.7 13.7 
Don't Know 116 40.2 84.6 3.1 6.2 12.3 3.1 4.6 4.6 

1Expressed as a percentage of respondents reporting any change. 


NOTES: HMO is health maintenance organization. PPO is preferred provider organization. FFS is fee br service. 


SOURCE: Auttlofs' tabulations from Health and Retirement Study data collected in 1992-93 and 1994-95. 
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uninsured at Wave 2 was only about 3 
percent (.21 times .15). These results do 
not imply that health benefits do not lock 
workers into jobs or that legislation to 
increase the portability of health benefits 
would not improve labor-market efficien­
cy.30 They do sugges~ however, that this 
type of legislation would have little impact 
on the overall level of non-insurance among 
individuals approaching retirement age. 

To this point, we have examined 
changes in insurance by documenting 
transitions in type of insurance coverage 
between Wave 1 and Wave 2. However, 
health benefits can change even among 
individuals who continue to receive the 
same type of insurance over time. For 
example, health plans may change the 
number of services provided, alter their fee 
structure, or change the degree of freedom 
participants have in choosing physicians or 
hospitals. In Wave 2, respondents who 
remained in the same employment-based 
health plan as in Wave 1 were asked 
whether, and if so how, their plan had 
changed. Responses to these questions are 
presented in Table 10, by plan type. Fifty­
three percent reported some change in 
their health plan since Wave 1. Of these, 
four-fifths reported that the cost of their 
plan has increased during the past 2 years, 
and 11 percent reported that services have 
decreased. Cost increases appear to be 
somewhat more prevalent within FFS 
plans; 83 percent of respondents in FFS 
plans reported that costs have risen since 
Wave 1, whereas 10 percent of HMO 
participants reported that their costs have 
decreased. Virtually no FFS participants 
reported that choice decreased; however, 7 
percent of HMO members and 11 percent 
of PPO members claimed their ability to 
choose certain aspects of their care had 
been reduced since Wave 1. 

MFor evidence on job lock, see Madrian (1994). 

CONCLUSIONS 

Most middle-class, middle-aged 
Americans had some form of health 
coverage in 1994-95. Only 9 percent of 
respondents in the HRS reported no 
health benefits at Wave 2, and more than 
83 percent reported health insurance 
coverage both times they were inter­
viewed (in 1992-93 and in 1994-95). 
Moreover, perhaps in contrast to the 
experience of younger cohorts, the 
prevalence of health benefits seems to 
have increased within this cohort, as 
overall rates of non-coverage fell almost 
70 percent between the waves (from 15 
percent at Wave 1 to 9.1 percent at Wave 
2). However, the data also point to a 
persistently uninsured underclass. Rates 
of non-coverage are quite high among 
Hispanics (28 percent). individuals 
without a high school diploma (18 
percent), individuals in fair or poor 
health (14 percent), and individuals who 
have recently become disabled (15 
percent). Even among full-time wage and 
salary workers, more than one out of 
four minimum-wage earners lacked 
health insurance from any source. 

Although the great majority of middle­
aged Americans have some form of health 
benefits, this coverage does not imply cost­
free health care or even protection from 
catastrophic health care costs. Except for 
individuals on Medicaid, for which eligibili­
ty is restricted to the poor, the great 
majority of individuals (even among HMO 
participants) paid at least part of the costs 
of their doctor visits over the past 2 years 
out-of-pocket, and most paid for at least part 
of their hospitalizations out-of-pocket. In 
addition, among full-time workers with 
employer-provided benefits, more than one­
half made payments to their employers to 
offset the cost of their health benefits. The 
average monthly payment was $97. Almost 
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86 percent of workers in the same health 
plan in Waves 1 and 2 reported that the 
costs of their plan have increased. The high 
cost to workers of employee benefits, not 
just the reluctance of employers to offer 
benefits, may lead to the low coverage rates 
we observe among low-wage workers. 

The rise of managed care is also evident 
in our analysis. Only 38 percent of respon­
dents with employment-based health 
benefits belonged to what they described 
as traditional FFS plans; the remainder 
were evenly split between HMOs and 
PPOs. Moreover, aspects of managed care 
seem to be appearing within "traditional" 
plans; almost one-fourth of respondents 
with FFS plans claimed that they could not 
visit a specialist without paying a 
surcharge, unless they had been referred 
by their primary physician. 

One clear conclusion that emerges from 
the results reported in Table 3 is the gap in 
availability of health benefits to the 
working poor and to less-advantaged 
workers generally. The effects of less­
frequent provision of health insurance to 
low-income workers are magniJied by the 
more limited accessibility of privately 
purchased insurance to these individuals, 
resulting in very large socioeconomic gaps 
in the probability of being entirely non­
insured. As Table 4 indicates, more than 
one-fourth of full-time workers who earned 
at or near the minimwn wage had no cover­
age from any source, as compared with 
fewer than 1 percent of high-income 
workers. Disadvantaged individuals in 
middle age are. of course, even more likely 
to be entirely non-insured if they are 
unemployed or have retired for health or 
other reasons. Medicaid picks up only part 
of this gap, and Medicare and COBRA 
benefits help for some but also fall short of 
filling the gap. The 29-month waiting 
period limits Medicare's role, contributing 
to a rate of non-insurance (from any 

source) of 15 percent among those who are 
disabled but whose disability has lasted 
less than 29 months, while the limited role 
of COBRA is suggested by the similarity in 
rates of employment-related coverage for 
the recently disabled versus those with 
disability of longer duration. 

Our findings indicate clearly that at 
midlife, total non-insurance is a problem 
which is heavily concentrated among those 
in poor health, among minorities and the 
poorly educated, and among those with 
limited job skills. This is even more true 
for persistent non-insurance (coverage at 
neither wave) than it is for more episodic 
patterns of non-insurance (coverage at one 
of the two waves). Even among those with 
insurance, there are wide variations in the 
quality and cost of coverage. 

The patterns of non-insurance observed 
in this analysis suggest the need for closer 
attention to the details of the employment­
health insurance link, including such 
features as waiting periods, pre-existing 
condition exclusions, patterns of access to 
continuation benefits (COBRA benefits), 
and issues of affordability, and regulations 
concerning discrimination in coverage 
within a firm's work force. Full-time low­
income workers, who may be among those 
in greatest need of employer-based health 
coverage, disproportionately lack such 
health coverage. Increasingly, many 
employers offer self-insured plans rather 
than purchasing traditional group health 
insurance products; such plans are exempt 
from State regulation under the Employee 
Retirement Income Security Act. If access 
to health insurance for full-time employees 
can be further improved, a significant 
contribution to reduction of the non-insur­
ance problem for the most vulnerable in 
the work force could be achieved. The 
results also indicate the important role of 
Medicaid in moderating what might other­
wise be even larger socioeconomic gaps in 
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coverage, a role which may be at risk 
under future financial constraints associat­
ed with proposed block-granting and 
elimination of "entitlement'' features of this 
program. Finally, the results indicate the 
importance of collecting specific informa­
tion about the coverage provided by a 
respondent's plan, as opposed to reliance 
on conventional FFS, HMO, or PPO labels. 

At midlife, Mrican Americans experi­
enced more than double, and Hispanics 
almost four times, the rate of non-insur­
ance from any source experienced by 
middle-aged white persons, and non-insur­
ance was more persistent among these 
groups. Individuals who become disabled 
at midlife are at significant risk of lacking 
any coverage unless and until they can 
establish Social Security disability status 
and the 29-month waiting period has 
passed. Those who are working full-time 
but earn at or near the minimum wage are 
likely to lack employer coverage but to be 
ineligible for safety-net programs such as 
Medicaid, and more than one-fourth of 
these lack coverage from any source. 
Thus, despite the relatively high overall 
rates of coverage for most groups at 
midlife, there remain important gaps in the 
"safety net," particularly for four groups: 
those who become disabled before normal 
retirement age, those who report their 
overall health status as poor, minorities, 
and low-wage workers. Addressing these 
problems will require attention to gaps 
both in private and in public health insur­
ance systems. 
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