Uninsured Spells of the Poor:
Prevalence and Duration

Timothy D. McBride, Ph.D.

The number of persons without health
insurance is increasing. Although research
has focused on the uninsured poor and the
duration of spells without health tnsurance,
less attention has been paid to the dynamics
of spells without health insurance among
those in poverty. Here it is shown that the
typical uninsured spell is longer for the
uninsured poor (roughly 8.3 months) than
for the uninsured non-poor (roughly 6
months) and that the duration of spells has
tncreased over time. In addition, more than
40 percent of the uninsured at a point in
time are chronically uninsured and poor or
near-poor.

INTRODUCTION

The number of uninsured persons has
continued to increase, from roughly 30.5
million in 1979 to 41.7 million in 1996 (U.S.
Census Bureau, 1996a; U.S. Census Bureau,
1997). Some of this growth reflects increas-
es in the U.S. population, and although com-
parisons of longitudinal data on the unin-
sured are clouded by recent changes in sur-
vey methodology, analysis indicates that
roughly two-thirds of these recent increases
are attributable to increases in the unin-
sured rate, after controlling for other factors
(McBride, 1996). Coverage rates under pub-
lic insurance programs have increased sig-
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nificantly in recent years, masking a sub-
stantial drop in those with private insurance
(Holahan, Winterbottom, and Rajan, 1995;
U.S. Census Bureau, 1996b). The number of
uninsured persons, particularly persons
lacking private insurance, is increasing,
Given these recent trends, the problem of
uninsurance has remained an important
issue. Evidence of this is the passage of
incremental measures, such as the Health
Insurance Portability Act of 1996 (popularly
known as the Kennedy-Kassebaum
reforms) and the Child Health Initiative
passed as part of the Balanced Budget Act
of 1997.

Roughly two-thirds of the uninsured live
in families whose income is below 200 per-
cent of the poverty line; roughly 27 percent
live in poverty. The uninsured poor are of
particular interest because insurance is like-
ly to be unaffordable for them, even if it is
available; they also lack the resources to pay
for health care without health insurance
(Holahan and Zedlewski, 1992). In addition,
their lack of health insurance may increase
the likelihood of delays in the utilization of
health care, thus affecting their health sta-
tus, raising health spending, and contribut-
ing to the problem of uncompensated care.

Recent policy initiatives have been in
part directed at helping the uninsured poor
obtain insurance, especially expansions of
Medicaid, State-level efforts to expand cov-
erage to the poor, and the recent passage
of the Child Health Initiative. Other pro-
grams, such as the recent passage of wel-
fare reform and the creation of the
Temporary Assistance to Needy Families
(TANF) program, may actually exacerbate
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the problem of the uninsured poor in the
long run. Initiatives to help the uninsured
poor will be successful at helping the unin-
sured poor if they reach that population and
if insurance or health care becomes more
affordable for the uninsured poor popula-
tion. Thus, to determine whether these ini-
tiatives will be successful, especially in
helping the chronically uninsured poor, it is
first important to determine the size and
scope of the uninsured poor population and
the persistence of uninsurance and poverty
in this population. Considerable research
has documented the insurance status of
people in poverty at a point in time, the
duration of spells without health insurance,
and the duration of poverty spells.
However, little attention has been paid to
the dynamics of spells without health insur-
ance for people in poverty. Longitudinal
data from the Census Bureau’s Survey of
Income and Program Participation (SIPP)
are used to explore this question.

PREVIOUS LITERATURE

Numerous studies have investigated the
duration of poverty spells, just as studies
have investigated the duration of unin-
sured spells, but no study has focused on
simultaneous poverty and uninsured spells
or on the relationship between uninsured
spell durations and health status and
health utilization. Swartz and McBride
(1990), in one of the first studies to look at
the duration of uninsured spells, found that
one-half of all uninsured spells end within 4
months, and only 15 percent last longer
than 24 months. In addition, they found
that people whose incomes were below the
poverty line at the beginning of their spell
were less likely to exit from the uninsured
spell in the first few months. In similar
analyses of more recent data, the Census
Bureau (1990, 1995, 1996¢) concluded that
the average uninsured spell was becoming

longer over time., Swartz, Marcotte, and
McBride (1993a) confirmed the results of
the previous studies and found that the dis-
tribution of durations of left-censored unin-
sured spells is not very different from the
distributions of spells that began during
the survey period. Swartz, Marcotte, and
McBride (1993b) and McBride and Swartz
(1991) found that monthly family income,
education, and industry of employment
had the biggest impact on the likelihood
that a spell would end.

Although these studies focused on the
duration of new uninsured spells, subse-
quent studies have focused on uninsured
spell durations from different perspectives.
McBride (1994), using a longitudinal mea-
sure of the duration of uninsured spells at
a point in time, found that 75 percent of the
uninsured were in spells that would last
longer than 1 vear, and only 3.5 percent
were in spells that would last less than 5
months. Looking instead at the “uninsured
flow” (that is, the number of persons expe-
riencing at least 1 month without health
insurance over a pericd of time), the
Census Bureau found that roughly 20-30
percent of the population experienced at
least 1 month without health insurance,
depending on the period of time chosen to
observe persons (U.S. Census Bureau,
1992, 1996¢c; McBride, 1996). These find-
ings, of roughly 60-66 million persons
experiencing a spell of uninsurance during
a specified period, have been cited as esti-
mates of the prevalence of the uninsured
problem. In contrast to these measures of
the uninsured flow, estimates of the unin-
sured stock (the number of persons
remaining uninsured over an entire period
of time, such as 1 year) yield lower esti-
mates of the uninsured because only those
who are uninsured throughout the entire
period are counted as uninsured. For
example, only 6-7 percent of the population
(roughly 15-18 million persons) were unin-
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sured for an entire year in recent years,
and only about 4 percent of the population
were uninsured for an entire 28-32 month
period (U.S. Census Bureau, 1992, 1994).
These findings of a smaller incidence of
long-term uninsurance, as measured over a
28-32-month fixed window of time, have
also heen used as estimates of the “chroni-
cally uninsured” population.

Literature on Spells of Poverty

Concern about the contribution of
Federal programs to the perpetuation of
poverty over time has led to an explosion
of research into estimating the duration of
poverty spells since the early 1970s. Levy
(1977), who defined the persistently poor
as people with incomes below the poverty
line for af least 5 years between 1967 and
1973, found that between 10 and 11 million
persons, or 40-45 percent of the poor at a
given point in time, were persistently poor.
Using a longer time frame of 8 years (1967-
75), Coe (1978) found that 3 million per-
sons, or 12 percent of the poor at a point in
time, were persistently poor. Subsequent
studies confirmed the general scope of
these results (Duncan, Coe, and Hill, 1984;
Hill, 1981; Rainwater, 1981). However,
Bane and Ellwood (1986), using tech-
niques similar to those of the Swartz and
McBride (1990) study focusing on uninsur-
ance, found that only 12 percent of the non-
elderly beginning spelis of poverty would
remain in poverty for 9 or more years, but
that 51.5 percent of the non-elderly poor at
a point in time are in the midst of a spell
lasting 9 years or more. Ruggles (1990)
found that 58 percent of poverty spells
ended in the first 4 months, 81 percent
were completed in the first 8 months, and
only 5.3 percent of spells lasted 28 months
or more, A comparison of all these studies
suggests that a spell of poverty might typi-
cally be shorter than a spell without health

insurance, although not appreciably so. As
Ruggles (1990) explains, none of the previ-
ous studies accounted for the problems of
left-censoring of spells.

Limitations of Previous Studies

Although these findings provide some
evidence that people in poverty are more
likely to experience long uninsured
spells, the findings for the most part do
not provide leads into the problem of
uninsured spells for the poor. There are
several reasons for this. First, none of the
studies already cited looked specifically
at coincident uninsured and poverty
spells, and we know little about the char-
acteristics of these individuals and how
they obtain health insurance coverage, if
they are able to.

Second, the Swartz and McBride
(1990) study provides stratifications of
the estimates of the duration of uninsured
spells only by poverty status at the begin-
ning of the uninsured spell. This means
that many of the people who were in
poverty at the beginning of their unin-
sured spell may have exited from poverty
before—or at the same time as—they
exited from an uninsured spell. Thus, the
estimates of uninsured spell durations do
not provide evidence about the durations
of spells for the chronically poor, nor do
they provide leads into the dynamics of
poverty and uninsurance.

Finally, the relevance of earlier estimates
of uninsured spell durations is limited
because of the use of older data. Although
these data are not seriously outdated (in
comparison to other available data), legis-
lation that went into effect in recent years
could possibly affect the finding of many
short spells without health insurance. For
instance, the Consolidated Omnibus
Budget Reconciliation Act (COBRA) of
1985 could eliminate many short unin-
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sured spells because it requires that
employers offer health insurance coverage
to employees beyond the date of termina-
tion from their present job.

DATA

This project uses data primarily from the
1990 panel of the SIPFE, a multipanel, longi-
tudinal survey conducted since 1984 by the
Census Bureau. Participants in the 1990
panel were initially interviewed in
February 1990 and were then interviewed
every 4 months until April 1992, Data from
the 1987 SIPP panel are also shown here in
a few places for longitudinal comparisons,
The SIPP is a nationally representative sam-
ple of adults (including the elderly) that
provides detailed sociodemographic infor-
mation as well as information on month-by-
month fluctuations in household and indi-
vidual income, health insurance status,
labor force status, and participation in gov-
ernment-sponsored programs such as
Women, Infants, and Children; Medicare;
and Medicaid. The information is collected
for the individual and the individual’s
household (including children under the
age of 15 years) for the 4 months preceding
each interview. The full 1990 panel consist-
ed of eight interviews, covering a period of
32 months. The initial 1990 panel sample
included approximately 23,600 households
(or about 54,000 persons}, but additional
households and persons were added to the
sample if they entered or exited from the
original SIPP household.!

This study is based on a large file that was
created by merging data from three sources:

o Extract from the 1990 Full Panel
Research File (FPRF). The Census
Bureau produces an FPRF by merging

1 As of this writing, the 1990 panel is the latest full panel file avail-
able, although data from later SIPP panels are also available.

data from all eight interviews for every
respondent. The FPRF includes data on
basic demographic and economic vari-
ables, as well as longitudinal information
on health insurance status. Because the
1990 FPRF contains only a subset of the
data collected through the core ques-
tionnaire on each wave, relevant infor-
mation on health insurance coverage,
health status, and health utilization was
not attached to the FPRE Thus, two
additional extracts were created and
attached to the FPRE

o Extracts from 1990 Topical Module Files.
Waves 3 and 6 of the 1990 panel included
topical modules that included questions
on health status and health utilization.
These data were extracted from the 1990
wave files and merged with the FPRF
extract.

o Extracts from Core Wave Files. Because
the FPRF does not include all of the
information collected on health insur-
ance coverage in each wave interview,
additional variables were extracted from
each wave file and merged with the
other data. This extract included data on
the exact source of employer-provided
insurance coverage (e.g., present or for-
mer employer), the depth of insurance
coverage (e.g., family or individual cov-
erage), and the employer’s contribution
to insurance coverage,

The resulting large panel file includes
extensive defail on the health insurance
coverage, health status, and health utiliza-
tion of a representative sample of persons
in the United States.

METHODS

Although the various studies just cited
have produced estimates of uninsured
spell durations for the entire population of
uninsured persons, estimates of uninsured
spell durations for the poor are of inherent
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interest, especially to test the hypotheses
that these spells are likely to occur at the
same time and that uninsured spells for the
poor will be longer than uninsured spells
for people who are not in poverty.

The variables of interest in this research
are spells of poverty and spells without
health insurance. Spells are defined as
beginning when persons report that they
have no insurance coverage (or, for poverty
spells, when they enter poverty) and end-
ing when they acquire insurance coverage
{or their income rises above the poverty
line). Insurance coverage is defined here to
include any type of public insurance (e.g.,
Medicaid, Medicare, the Civilian Health
and Medical Program of the Uniformed
Services [CHAMPUS], or public employer
insurance) or private insurance {(employer-
provided or other private coverage). Thus,
only those who have no source of insurance
are defined as “uninsured.” Initially, the
official poverty line (Social Security
Administration, 1996) was used for identify-
ing persons in poverty, although alternative
definitions of poverty were also applied to
test the sensitivity of the results to this def-
inition. Ruggles {1990) has pointed out that
month-by-month estimates of poverty
spells seem short because of the volatility
of income flows and because the poverty
line may be too low. To explore this prob-
lem, the sensitivity of the results to the def-
inition of a “poverty spell” was explored by
also looking at persons slightly above the
poverty line, because this group is also like-
ly to be at risk of financial difficulty from a
health care expenditure. (Note that a
$10,000 medical bill still represents 7
months of gross income for a family of
three with an income equal to 150 percent
of the poverty line.}

Conventional non-parametric methods
(particularly life-table estimates produced
by the SAS program) were used here to
estimate the duration of new uninsured

spells, controlling for the problem of right-
censoring of spell lengths (Allison, 1995) .2
The procedures developed by McBride
(1994) were used to compute an estimate
of the distribution of spell durations for the
population of uninsured at a point in time.
Fortunately, the process of estimating the
total duration of uninsured spells at a point
in time yields a more precise estimate of
very long spells (that is, spells that have
already lasted at least 24 months) here,
because the SIPP sample includes spells
that have lasted at least that long.

UNINSURED POOR

A greater percentage of the uninsured
are poor, compared with the insured popu-
lation. Almost 50 percent of the uninsured
population was poor or near-poor in 1991,
in contrast to roughly 17 percent of the
insured population.3 At a point in time in
1991, roughly 27 percent of the uninsured
were poor—that is, their family income
was below the official annual poverty line
(Table 1).4 In addition, another 21.9 per-
cent of the uninsured had incomes placing
them close to poverty—between 100 and
150 percent of the poverty line. In contrast,
only 9.3 percent of the insured population
was in poverty, and only 17.3 percent of the
insured population had family incomes

2 Left-censored speils are not ¢considered in this analysis because
the Swartz, Marcotte, and McBride (1993a) findings suggest
that including such spells did not materjally alter the results. In
addition, attrition did not markedly affect the results cited here
for reasons that are outlined in McBride and Swartz (1991).

3 Unless otherwise specified, estimates of the poor presented
here are computed using the annual definition of poverty. The
annual definition compares a family’s annual income with the
annua! poverty threshold. In analysis not shown here, estimates
were prepared using the monthly definition of poverty, The
monthly definition compares the monthly income of the family
with one-twelfth of the annual threshold. There will be a differ-
ence between these methods if a person’s income receipt is not
regular throughout the year—if, for exampie, he or she experi-
ences a spell of unemployment, is self-employed, or works sea-
sonally. Analysis not shown here demonstrates that annual defi-
nition is more stable, and thus, it is used here.

4 This corresponds to the findings recently reported from the
1996 Current Population Survey, concluding that 27 percent of
the uninsured were poor at a point in time in 1995.
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Table 1
Distribution of Uninsured by Poverty Status: 1988 and 1991

December 1988 December 1891
All Uninsured All Uninsured All
Poverty Ratio! Uninsured Aduits Uninsured Adults Insured
Number in Thousands
Total Persons 20,238 20,409 31,308 23,219 192,621
Percent Distribution
Total 100.0 100.0 100.0 100.0 100.0
Less than 1.0 26.0 227 27.0 249 9.3
Less than 0.5 8.3 6.9 8.1 7.7 3.3
0.5-1.0 17.7 15.7 18.9 171 6.0
1-15 218 19.0 21.9 19.9 8.0
1520 15.8 15.6 16.7 165 9.5
2.0-30 17.5 19.5 18.9 20.3 21.8
3.0 or more 18.9 23.3 15.5 18.5 5.4

1 Ralio ol annual family incorme to annual poverty line.
NOTE: Columns may not add to totals shown because of rounding.

SCURCE: McEride, T; data from ULS, Census Bureau, 1987 and 1990 Survey of incame and Program Participation panats,

below 150 percent of poverty. Children
(under age 18) are overrepresented in the
poverty and uninsured populations, where-
as the elderly are underrepresented in
both groups. Nevertheless, the findings
suggest that a lower proportion of unin-
sured adults age 18-64 are poor (24.9 per-
cent) or near-poor {19.9 percent) than
either children or the elderly. The compar-
isons in Table 1 indicate little change in the
distribution of uninsured persons by pover-
ty status between 1988 and 1991.

As previously noted, long uninsured
spells are more of a concern for the poor
because the threat of a health episode
increases over time, and the likelihood of
being able to afford health insurance
decreases the longer the person is poor. To
demonstrate this, Table 2 shows the distrib-
ution of uninsured spell lengths found in the
1990 SIPP panels. The results show that, for
1990, roughly 45 percent of new uninsured
spells were completed within 4 months, and
60 percent were completed in the first 8
months. The median duration for a spell was
7.1 months. Close to 20 percent of spells
lasted more than 2 years, and roughly one-
third (31.6 percent) lasted more than 1 year,
To see if the duration of spells is changing
over time, the results from the 1990 panel
are compared with results found using the

1987 panel. The evidence suggests that
uninsured spells may be getting longer over
time, at least until recently. The median
spell length found in the 1990 panel was 7.1
months, compared with 6.3 months in the
1987 panel. On the other hand, the differ-
ence in median spell durations was not sta-
tistically significant, and new spells in 1987
were slightly more likely to last more than 2
years (although again, this difference is not
statistically significant}.

The finding that most uninsured spells
are very short has led to considerable con-
fusion about the uninsured (McBride,
1994; Swartz, 1994). In particular, the dis-
tribution of spell durations for new unin-
sured spells is considerably different from
the distribution of durations of spells in
progress. The long-term or chronically
uninsured are more likely to be represent-
ed in the point-in-time population of unin-
sured (McBride, 1994). To see how much
difference this effect makes, estimates of
the duration of uninsured spells were
obtained for the stock of uninsured at a
point in time using the SIPP sample; the
results are presented in Table 2. As in
McBride (1994) the findings indicate that
most of the uninsured at a point in time are
experiencing long uninsured spells: 62.2
percent of the uninsured are in spells that
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last more than 2 years, and 81.9 percent in
spells that last more than 1 year. In addi-
tion, a slightly larger proportion of the
point-in-time uninsured population in 1987
were in spells that would last more than 1
year (compare 81.9 with 75.1 percent).

Duration of Uninsured Spells Among
the Poor

People who are uninsured and poor for a
long period of time may face a higher risk
of financial problems associated with
health care, compared with those who are
not chronically uninsured and poor. The
evidence presented in Table 2 implies that
the poor are more likely to have longer
uninsured spells than the non-poor, where
poverty status is determined at the begin-
ning of the uninsured spell. For instance,
the median uninsured spell duration
among the poor is roughly 8.3 months,
compared with only 6.0 months for the
non-poor uninsured, a statistically signifi-
cant difference. In addition, among the

population that was poor in the first month
of their uninsured spell, 21.8 percent were
starting spells that lasted more than 2
years, compared with only 17.7 percent of
the non-poor uninsured. Most of the unin-
sured poor (88.4 percent) at a point in time
were in uninsured spells that would last
more than 1 year.

As reported in Table 1, almost one-half
of the uninsured are chronically uninsured
persons with low incomes. Roughly 49 per-
cent of the uninsured at a point in time had
incomes below 150 percent of poverty, and
27 percent were poor at a given point in
time. Figure 1 shows that 23.7 percent of
the uninsured at a point in time were both
in poverty and in uninsured spells that
would last more than 1 vear, and 42 percent
were in uninsured spells that would last
more than 1 year and had incomes below
150 percent of poverty.

Another way that researchers have stud-
ied the question of chronic uninsurance is
to look at the uninsured stock, the number
of people who remain uninsured for a spec-

Figure 1
Distribution of Uninsured, by Spell Length and Poverty Status

Poor,
Uninsured 24
Months or
More
18.4%

29.4%

SOURCE: 1990 Survey of Income and Program Panlicipation panel,
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Table 2
Distribution of Uninsured Spell Lengths: 1887-89 and 1990-92

Duration of New Uninsured Spells Uninsured at a Point in Time (Total Spell Duration)
1987 Panel 1990 Panef 1987 Panel 1990 Panel
Spell Length All Persons All Persons Poor Nen-Poor All Persons All Persons Poor Non-Poor
Percent Distribution
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Less than 5 Months 47.0 44.9 40.6 47.2 35 26 1.5 3.0
5-8 Months 15.5 15.1 15.4 14.7 11.6 84 48 9.6
9-12 Months 8.1 8.4 7.8 86 9.8 7.2 5.2 7.9
13-16 Months 5.2 54 5.3 54 8.1 73 71 7.4
17-20 Months 34 4.4 5.2 4.0 6.9 : 6.6 65 6.6
21-24 Months 08 2.6 4.0 23 6.1 5.8 5.9 5.7
More than 24 Months 20.1 19.2 21.8 17.7 53.9 62.2 68.8 59.8
Median Spell Length {Months) 6.29 7.14 8.25 6.01 — - —_ —
Total Number of Spells 5,786.00 11,871.00 2,941.00 8,365.00 — — — —
Spells with Observed Ending 3,403.00 7.053.00 1,626.00 5,124.00 — — — —
Number of Right-Censored Spells 2,383.00 4,918.00 1,315.00 3,241.00 — — — —
Percent of Spells Right-Censored 41.20 41.10 44.70 38.70 — — — —

NOTES: To compute an estimate of the distribution of spell durations for the popudation of uninsured at a point in time, samples of respondents were drawn from points in time {December 1958 and December
1991} from the 1987 and 1990 Survey of Income and Program Participation panels. Total spell durations to the end of a person’s spell were then estimated for each person. The methods for obtaining these
estimates are described in detail in McBride (1994), This process yiekis a good estimate of the chronically uninsured because the sample is drawn after observing people for more than 2 years. Thus, people
whosge spells last for more than 1 or 2 years (and people who are always uninsured during the panel) can be observed in this state, Columas may not add to totals shown because of rounding.

SCURCE: McBride, T.; data from U.S. Census Bureau, 1987 and 1990 Survey of Income and Program Participation panels.



Table 3
Months Without Insurance and in Poverty: 1991

Insurance and Uninsured in December 1991 Insured in
Poverly Status All Poor Non-Poor December 1991
Months Without Insurance Percent

0 0.0 0.0 Q.0 921
1 2.9 15 34 1.0
2.4 1.6 97 12.4 3.8
5-8 18.6 16.6 193 21
9-11 9.3 10.3 8.9 1.0
12 57.6 62.0 56.0 0.0
Months Without Insurance and Poor

0 46.0 2.0 62.2 96.8
1 7.7 14 10.0 09
2-4 17.8 123 . 19.9 1.6
5-8 14.1 321 7.5 06
9-11 6.3 222 0.5 0.1
12 8.1 301 0.0 00
Months Without Insurance and

Poverty Ratio Less Than 1.5

o] 286 0.5 39.0 95.6
1 58 14 7.4 09
2-4 18.4 97 2t6 23
5-8 18.6 19.6 18.2 10
9-11 2.0 17.9 9.9 03
12 16.7 51.0 4.0 0.0

NOTES: To classify persons inte categories, the annual definition of povarty is used. To delermine if a person is poor in a given month, the monthly
definition of paverty is used. Columns may not add to 100.0 because of rounding.

SOURCE: McBride, T; data from U.S. Census Bureau, 1990 Survey of Income and Program Participation panel.

ified period of time. Using this measure,
the findings suggest that 62 percent of the
uninsured poor at a point in time in 1991
were uninsured for all 12 months of 1991,
in contrast to 56 percent of the non-poor
uninsured who were uninsured for the
entire year. Although this provides further
evidence that the poor face more persistent
uninsured spells than the non-poor, the dif-
ference in the proportions is not large.

Coincidence of Uninsurance and
Poverty

As noted in the literature review, none of
the previous studies have looked specifical-
ly at coincident uninsured and poverty
spells. Table 3 presents evidence on people
with those spells, showing the number of
months people were without health insur-
ance and poor during the year (i.e., in a
coincident uninsured and poverty spell).
The results indicate that 30.1 percent of the
uninsured poor at a point in time in 1991

had no insurance and were poor for the
entire year—their income never climbed
above the poverty line (measured by the
monthly poverty definition) in any month,
and they never had insurance in any month.

As previously described, Ruggles (1990)
has pointed out that month-by-month esti-
mates of poverty may overestimate the
extent of persistent poverty because of the
volatility of income flows. To counter this
problem, estimates are presented that use
the monthly definition of poverty and a
threshold set at 150 percent of the poverty
line. This shows that many persons (51
percent of the uninsured poor) will remain
uninsured and poor or near-poor for the
entire year. Roughly 61 percent of the unin-
sured with incomes above the poverty line
spent some months with income above 150
percent of poverty and without health
insurance. These findings suggest that
many persons spend several months vul-
nerable to the risks of high health spend-
ing, if vulnerability is more broadly defined
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Table 4
Characteristics of the Uninsured at a Point in Time, 1991

Uninsured in December 1991

Insured in December 1991

Characteristic Poar Non-Poor Poor Non-Poor
Employment Status Percent
Employed 293 51.2 12.2 528
Full Time 15.3 353 7.2 423
Part Time 14.0 158 50 10.6
Unemployed 11.4 9.5 4.4 1.6
Cut of Labor Force 59.4 39.3 835 45.6
Age 0-17 Years 319 23.3 449 21.8
Others 275 16.0 3886 23.8
Occupation?
Professional or Technical 3.3 35.3 39.1 61.0
Service 32 23.2 289 11.8
Laborer 21.9 20.7 18.1 14.4
QOther 15.5 20.7 14.0 128
industryt
Agricultura/Mining 13.6 97 1.8 6.2
Manufacturing 9.3 10.4 12.9 19.5
Transportation/Construction 2.2 14.6 4.5 11.7
Retail Trade 2.2 29.2 24.8 18.4
Service 324 33.2 41.3 38.0
Public Sector 0.4 3.1 4.8 8.3
Age
0-17 Years 324 247 456 229
18-24 Years 16.8 18.2 8.4 86
25-44 Years 334 39.7 229 332
45-64 Years 171 17.2 100 208
65 Years or Over 0.4 0.2 131 145
Region
Northeast 8.5 14.2 18.7 215
South 55.5 41.6 37.4 31.3
Midwest 17.4 194 26.4 26.8
West 17.7 249 17.5
20.4
Race
White 682 79.9 63.4 87.3
Black 28.5 14.3 31.8 9.6
Other 5.3 5.8 4.9 3.2

1 Percent of workers.
NOTE: Columns may not add to 106.G because of rounding.

to include incomes below 150 percent of
the poverty line.

CHARACTERISTICS OF THE
UNINSURED POOR

To develop policies that are particularly
suited to solving the problems of the unin-
sured poor, it is important to understand
more about their characteristics. Are the
uninsured poor similar to the uninsured
non-poor or not? What do the differences
between the groups suggest about appro-

priate strategies for meeting the needs of
the uninsured poor?

Employment Characteristics

Health insurance in the United States is
provided primarily through employers, so
it is not surprising that the vast majority of
the uninsured poor are people who are not
employed. Only 29.3 percent of the unin-
sured poor were employed in December
1991, and only 15.3 percent were employed
full time (Table 4). This is in sharp contrast
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to employment rates among the non-poor:
51.2 percent for the uninsured and 52.8
percent for the insured, Table 4 also indi-
cates that almost one-third of the unin-
sured poor not in the labor force are chil-
dren. Overall, 83.5 percent of the insured
poor are not in the labor force, also not sur-
prising because this group is dominated by
people insured through public programs,
which typically provide coverage only to
those who cannot work,

But, as seen in Table 4, employment is
not a guarantee of insurance coverage. For
various reasons (e.g., low wages on the job,
working for a small employer, pre-existing
conditions), many workers do not have
insurance through their jobs. Although
studies have shown that one of the most
important characteristics of a job is firm
size (McBride, 1996), the FPRF does not
contain this variable. Nevertheless, some
circumstantial evidence can be obtained
from looking at other employment charac-
teristics. The number of hours worked
{e.g., part-time versus full-time) is an
important determinant of insurance sta-
tus, because part-time workers are likely
to earn lower wages and are less likely to
be eligible for health insurance than full-
time workers. In fact, 42.3 percent of the
insured non-poor were working full-time,
compared with only 35.3 percent of the
uninsured non-poor and 15.3 percent of
the uninsured poor. Table 4 also shows
that the uninsured poor who are working
are more likely than other groups to be
employed in industrial sectors, such as
wholesale or retail trade (sectors known
for their low wages) and less likely to be
in manufacturing (known for higher insur-
ance coverage rates). Just over 30 percent
of the employed uninsured poor are work-
ing in a service occupation, compared
with only 11.8 percent of the working
insured non-poor.

Sociodemographic Characteristics

Perhaps the most dramatic difference
between the poor and the non-poor is in the
number of children who are poor (Table
4). Among the poor, children account for
32.4 percent of the uninsured, in contrast
to only 24.7 percent of the non-poor unin-
sured, and 22.9 percent of the insured non-
poor. The higher proportion of uninsured
poor who were children reflects a number
of phenomena. First, children may not be
covered by a parent’s insurance policies,
even if the parent is covered. Second, poor
families are often larger than non-poor fam-
ilies. Third, parents may decide voluntarily
to forgo insurance coverage for their chil-
dren because of low health care costs for
most children over the age of 3. Fourth,
income increases with age, so older
respondents are less likely to be in poverty.
Efforts have been made in recent years,
primarily through the Medicaid program,
to provide insurance coverage for more
children, and this is reflected in the higher
proportion of insured children among the
insured poor. However, these data do show
that significant numbers of uninsured poor
children remain.

The uninsured poor are more likely to
live in the South than any other region of
the United States. More than 50 percent of
the uninsured poor live in the South, likely
reflective of the other characteristics of the
South, including higher overall poverty
rates, lower wages, lower unionization
rates, lower living costs, and less generous
welfare programs than the rest of the coun-
try. The percentage of persons who are not
white is higher among the uninsured poor
(26.5 percent) than among the uninsured
non-poor (14.3 percent) or insured non-
poor {9.6 percent). However, an even high-
er proportion of the insured poor were not
white persons (31.8 percent).
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Table 5
Reasons Why Uninsured Spells Began and Ended, 1991

Reason Spell Ended

Gained Gained Gained Gained

Medicare Medicaid Private Coverage
Reason Spell Began Total Coverage Coverage Coverage  from Others
Persons in Poverty at Start of Spell Percent of Uninsured
Total 100.0 10 346 26.1 38.3
Lost Medicare 0.4 0.3 0.0 0.0 0.0
Lost Medicaid 29.7 0.0 24.5 10 4.1
Lost Private Coverage 271 0.7 25 19.9 4.1
Lost Coverage from Others 429 0.0 7.6 51 30.1

Percent by Reason for Spefl Beginning
Lost Medicare 100.0 92.3 00 77 0.0
Lost Medicaid 100.0 0.0 826 35 139
Lost Private Coverage 100.0 24 92 734 15.0
Lost Covarage from Others 100.0 0.0 17.7 12.0 70.3
Persons Not in Poverty at Start of Spell Percent of Uninsured
Total 100.0 18 10.9 48.3 39.0
Lost Medicare 0.4 0.2 01 0.2 0.0
Lost Medicaid 9.2 0.3 53 1.1 25
Lost Private Coverage 46.4 1.0 1.6 38.5 53
Lost Coverage from Others 44.0 05 39 8.5 Nz

Percent by Reason for Spell Beginning
Lost Medicare 100.0 399 14.1 36.7 101
Lost Medicaid 100.0 2.8 57.7 123 27.2
Lost Private Coverage 100.0 2.1 35 83.0 1.4
Lost Coverage from Others 100.0 1.0 8o 19.2 70.9

NQTES: Data are for spells with cbserved beginnings and endings only, Rows and columns may not add 1o totals shown because of rounding.
SOURCE: McBride, T.; data from U8, Census Bureau, 1990 Survey of Income and Program Farticipation panel.

UNINSURANCE ENTRIES
AND EXITS

Most health insurance coverage in the
United States is provided by employers or
by the government, primarily through
Medicaid and Medicare. Uninsured per-
sons enter a spell without health insurance
by losing one of these sources of coverage
and exit an uninsured spell by gaining one
of these sources. There are likely to be sys-
tematic differences among the types of
people who are able to obtain coverage
through these different sources. For exam-
ple, Medicaid is a program designed to
provide health insurance coverage for
some persons with incomes below the
poverty line. Coverage is typically available
only to those with incomes significantly
below the poverty line. Although point-in-
time estimates suggest that only about 40
percent of the poor are covered by
Medicaid (U.S. House of Representatives,

1996), it is nevertheless likely that exits
from uninsurance to Medicaid coverage
will be more prevalent for the poor than for
others. To cite another example, persons
who enter a spell simply because they lost
a job that provided them with health insur-
ance and income above the poverty line are
probably likely to end this spell by obtain-
ing private coverage.

Table 5 describes the type of insurance
lost by people during the 1990 SIPP panel.
A significant proportion of the uninsured
(more than one-third) were without insur-
ance throughout the SIPP panel or never
gained insurance after losing it. This
group is not included in this analysis
because it is not known what coverage
they lost or gained to start or end their
spell. However, among the others, the type
of insurance lost seems to depend on the
person’s economic status. As expected, a
larger proportion (29.7 percent) of the
poor than the non-poor (9.2 percent) lost
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Medicaid coverage, perhaps because of an
increase in income or other change in eli-
gibility standards. In contrast, a greater
proportion of the non-poor lost private cov-
erage (46.4 percent} than the uninsured
poor (27.1 percent). Similar proportions
lost coverage from others (usually cover-
age provided through a spouse’s or par-
ents’ insurance policy).

If there are systematic differences relat-
ed to economic status in the types of insur-
ance lost by the poor compared with the
non-poor, are there differences in the
types of insurance they obtain? Table 5
lists the types of insurance gained by peo-
ple who lose and then gain insurance. In
all cases, people are most likely to reac-
quire the same fype of insurance that they
lost. However, people in poverty are more
likely than the non-poor to return to
Medicaid coverage after losing it (com-
pare 82.6 percent in the second panel of
Table 5 with 57.7 percent in the bottom
panel), perhaps because they become eli-
gible for Medicaid through the “spend
down” provisions under Medicaid. In fact,
Medicaid is the path of exit from uninsur-
ance for 34.6 percent of the poor, com-
pared with only 10.9 percent of the non-
poor. The non-poor are more likely to
acquire private coverage (48.3 percent) or
coverage from others (39 percent).

In general then, the poor are more likely
than the non-poor to lose coverage because
they lose Medicaid coverage and more
likely to end their spell without insurance
by gaining Medicaid coverage. This is of
course expected, given that Medicaid is a
program designed to serve the poor.
However, it is worth noting that 70 percent
of the uninsured spells for the poor start
with a loss of private coverage or coverage
from others, and roughly 65 percent of
spells for the uninsured poor end with a
return to one of these types of coverage.,
Thus, limitations on the availability of

Medicaid coverage limit the assistance
Medicaid provides to a majority of the poor
who lose health insurance.

DISCUSSION

Roughly two-thirds of the uninsured at a
point in time live in families whose income
is below 200 percent of the poverty line,
and roughly one-quarter live in poverty at a
point in time, Although policymakers have
directed considerable public resources to
closing the access gap for the uninsured
poor, especially in recent years with
Medicaid expansions and State-level
efforts to expand insurance coverage,
research has not focused extensively on
the dynamics of the relationship between
uninsured spell durations and poverty.

The results presented here show that
the typical uninsured spell is longer for the
uninsured poor (roughly 8.3 months} than
for the uninsured non-poor (roughly 6
months). As a result, roughly 88 percent of
the uninsured poor at a point in time will be
uninsured for more than 1 year, and rough-
ly 69 percent will be uninsured for more
than 2 years. These findings are significant
because many analysts have suggested
that the finding of large numbers of per-
sons uninsured and poor at a point in time
is misleading, as many of the uninsured
poor will not be poor or uninsured for a
long time. In fact, the findings suggest that
almost one-quarter of the uninsured at a
point in time are poor persons who have
been uninsured for more than 1 year, and
42 percent are persons with incomes below
150 percent of the poverty line and unin-
sured for more than a year.

The uninsured poor are of particular
interest for a number of reasons. First,
there are concerns about the affordability
of health insurance and health care for the
uninsured poor and near-poor. Insurance
premiums are likely to be a large percent-
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Table 6
Self-Reported Reason for Lacking Health Insurance,
Point-in-Time Uninsured, 1991

Al Uninsured Uninsured
Reason Uninsured Paor Non-Poor
Total 100.0 100.0 100.0
Too Expensive/Can't Afford 80.2 73.2 57.3
Emptoyer Does Not Offer 14.5 10.4 15.4
Unemployed 5.7 5.9 57
Have Been Healthy 2.2 1.2 2.4
Don't Believe in Health Insurance 0.7 01 08
Can’t Obtain {Pre-existing Condition} 19 1.2 1.4
Cavered! 10.3 56 1.4
Qther 5.0 2.5 56

1 Respondents reported ho insurance coverage in response to questions on that stalus, yet reported they were still covered in response to this

guestion,
NOTE: Columns may not add to totals shown because of rounding.

SOURCE: McBride, T.; data from U.S. Gensus Bureau, 1890 Survey of Income and Program Participation panel.

age of income for a poor or near-poor per-
son even if provided by an employer, but
especially if sought in the private market.
This is likely to lead the uninsured to avoid
purchasing health insurance coverage.
Table 6 presents some evidence on this, in a
selfreported question where SIPP respon-
dents who report themselves as uninsured
are asked why they are uninsured. The vast
majority (73.2 percent) of the uninsured
poor report that they cannot afford health
insurance or it is too expensive, but only a
simply majority of the uninsured non-poor
report that affordability is a problem.

A second problem with the uninsured poor
is that, without health insurance, medical care
is likely to lead to significant out-of-pocket
costs, which may lead them to use health care
inefficiently {(e.g., using emergency room
care for primary care) and to account for sig-
nificant percentages of uncompensated care
(Holahan and Zedlewski, 1992). Estimates
presented here show that close to one-half of
the uninsured are poor or near-poor and
might have difficulty financing large health
care expendifures. Long-ferm poverty is like-
ly associated with a continued inability to
afford insurance; this is better captured in
annual poverty rate calculations, the focus of
this article. For example, the poverty line for
a family of three was 811,140 in 1991. Itis easy
to see how a relatively small medical bill
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could cause serious financial hardship for a
family whose income is less than this amount
or less than 150 percent of this amount
(roughly $18,500). High health care expendi-
tures may not be a problem for a person who
is only temporarily poor, however, and that is
why this article focuses on the coincidence
of poverty and uninsurance. If poverty or
uninsurance is temporary, people could
either delay a health care intervention until
they have the money or insurance, or they
could pay their health bills when they are no
longer poor.

A number of policymakers have suggest-
ed solving the problem of uninsurance by
offering people without health insurance
tax incentives to purchase insurance. For
example, people could be offered a tax
credit or voucher to purchase health insur-
ance. Other proposals would create a tax
deduction for the purchase of health insur-
ance. Because the tax incentive proposals
often require some contribution from the
uninsured and are often voluntary, these
plans are likely to lead to less coverage of
the uninsured poor than would be expect-
ed under other approaches, because these
contributions would not be affordable. This
would be especially true for the uninsured
who are also in the midst of long poverty
spells, a group described in detail here.

A third problem created by a large num-
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ber of uninsured poor is that long spell
durations can increase the likelihood of
delays in the utilization of health care,
exacerbating an already precarious finan-
cial position and leading to a perpetuation
of the poverty spell and further declines in
health status. Previous literature (U.S.
Office of Technology Assessment, 1992)
provides significant evidence on the rela-
tionship between health insurance, health
status, and health utilization of the unin-
sured poor. The uninsured are found to
have lower health utilization, tied to their
lack of access to a mechanism to pay for
health care, and this is likely to be exacer-
bated over time. There is significant sup-
port for this hypothesis, as uninsured spell
durations are found to be significant pre-
dictors of fewer physician visits and fewer
nights in the hospital, even after control-
ling for other factors. In addition, the long-
term uninsured are found to be much less
likely to use a physician as their usual
source of care, Instead, they turn to other
sources of care, such as clinics, hospital
emergency rooms, or other hospital
sources. However, the long-term unin-
sured poor are also more likely to have no
usual source of care at all.

These findings could have consider-
able bearing on the choice of an appro-
priate public policy. For roughly one-third
of the uninsured poor who exit from unin-
surance spells, the Medicaid program pro-
vides such an exit. However, this also
means that Medicaid is not closing the
majority of insurance gaps; the vast majori-
ty of uninsured poor, if they do end their
spell of uninsurance, do so through other
mechanisms, particularly coverage from
an employer or coverage from others.

Recent expansions of Medicaid, State-
level efforts to expand coverage to the
poor, the creation of the Health Insurance
Portability Act, and the recent passage of
the Child Health Initiative are likely to help

alleviate the problem of the uninsured
poor, although it is too early to tell how
much of the gap will be closed by these ini-
tiatives. However, despite these efforts,
gaps in coverage will remain difficult to
close, especially for the uninsured poor,
who are unlikely to be able to afford cover-
age under some of these alternatives or
will not be eligible for many others. As
shown here, the uninsured are dispropor-
tionately poor or near-poor, so it is unreal-
istic to assume that they can find a way to
purchase insurance and become insured.
In addition, the recent passage of wel-
fare reform and the creation of the TANF
program may exacerbate the problem of
the uninsured poor in the long run. The
TANF program protecis eligibility to
Medicaid for a number of months and
allows recipients to remain eligible while
their incomes remain below recent
Medicaid eligibility thresholds. However,
TANTF recipients who are actually success-
ful in finding and keeping jobs may ironi-
cally lose Medicaid coverage if their
employment pushes them above the eligi-
bility thresholds after the phase-in period.
This suggests that incremental reforms
may not solve the problem of chronic unin-
surance among the poor and near-poor.
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