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Hedalth insurance coverage
for families with children

Findings from Consumer Expenditure Survey

show that families without health insurance

are less likely to receive some kinds of care

than families who are at least partially insured,

even when income and other characteristics are held constant

ealth insurance coverage is an impor-
Htam ingredientt in the maintenance of
good health. This is particularly true for
families with children. According to Peter J.
Cunningham and Alan C. Monheit, children in
families without health insurance coverage are
“at a disadvantage regarding access to, quality
of, and continuity of health care.”! Judith D.
Xasper finds that uninsured children under 18
are less likely to see a physician at least once
during the past year, and are less likely to visita
physician for an immunization or general check-
up.? Such regular, preventive medical care is es-
pecially important for children who, in general,
are more prone io illness than adults. Without
preventive care, families may face large medical
expenses as their children grow up,
Additionally, health care costs have risen sub-
stantially in recent years. Data from the Con-
sumer Price Index show that the price of medi-
cal care has risen at a much higher rate than for
all other goods and services. From 1989-94, the
medical care index increased 41.3 percent, com-
pared with 18.2 percent for all items less medi-
cal care, In 1993, the Nation’s health care costs
rose to $884.2 billion, up 7.8 percent from 1992.°
A recent article by Geoffrey D. Paulin and Wolf
D. Weber suggests that as a result of these large
increases, the direct costs of funding health care
have been shifting from business and govern-
ment 10 families, thus affecting their expendi-
tures for nonhealth items.*
Meanwhile, in 1992, more than 8 million
American children under age 18 had no health

insurance coverage of any kind.> While many of
the poorest families receive health insurance in
the form of government-provided medicaid ben-
efits® the percentage of children without public
or private health insurance coverage grew by
more than 40 percent between 1977 and 19877

This study identifies families with children
that have full health insurance coverage, partial
coverage, and no coverage. It examines the de-
mographic characteristics of each insurance
group, types of polictes held, health care expen-
diture patterns for each group, and the relation-
ship between the family’s demographics and the
probability of being in a particular “coverage
group.”

Background. According to Gloria J. Bazzoli,*
studies examining the health insurance status of
individuals in an attempt to measure medical
indigence have generally defined medical indi-
gence as the “lack of public or private health
insurance coverage. The rationale behind this
definition is that the uninsured are entirely re-
sponsible for their own medical expenses. If they
experience a costly illness, they are less likely to
be able to afford necessary treatment than simi-
larly ill individuals with insurance coverage.™
Bazzoli also describes a study in which the au-
thor examines “underinsurance,” a status that
“depends upon the probability that an individuat
will experience large out-of-pocket expenses due
to a costly illness.”™"?

In a subsequent study, Richard D. Miller"
uses data from the 1987 Consumer Expenditure
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Interview Survey to identify medically uninsured consumer
units'? rather than uninsured individuals. Miller uses a bino-
mial logit model to estimate the relationships between vari-
ous independent variables and the probability that a family
has inadequate coverage—that is, the probability of having
at least one member of the consumer unit who lacks health
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A later paper by Elizabeth M. Reise,"® which examines
only families with children, divides the sample into three
groups: those with full health insurance coverage (that is, all
members are covered), partial health insurance coverage
{that is, at least one, but not all, members are covered) and
no health insurance coverage (that is, no member is cov-
ered). Reise uses an ordered multinomial logit to examine
the probability of being in each group. Reise’s paper is im-
portant because it distinguishes between those families with
no {or at most very limited) health insurance coverage and
those families with at least some health insurance coverage.

These families have different spending patterns, as described

by Paulin and Weber.

This study builds upon and extends the works of Miller
and Reise in several ways. In addition to using more recent
data, this study, as noted earlier, describes types of policies
that families with insurance hold, as well as differences in
levels of health care expenditures for families with different
levels of coverage. It examines the probability of incurring
health care expenditures as well as the probability of being
insured.

The data. The data for this study are selected from the
1991-93 Consumer Expenditure Interview Surveys for fami-
lies with all children under age 18.* Families are defined as
consumer units consisting of a husband, wife, and their own
children with no other persons present, or single parents with
their own children and no other persons present.

Because the focus is on families who must rely on private
coverage, families covered by the medicaid and medicare
programs are excluded from the analysis. In addition to
health benefits, medicaid recipients may receive other ben-
efits (such as food stamps} that would distort estimates of
the relationship between characteristics (such as income) and
the decision to purchase insurance. Similarly, virtually all
U.S. citizens who are at least 65 years old are eligible for
medicare, thus potentially distorting estimates of the rela-
tionship between age and the decision to purchase insurance.
Additionally, the costs and benefits of enrolling in medicare
(once eligible) are assumed to be different from those of en-
rolling solely in private insurance programs. Therefore,
medicare recipients are also excluded.'

Consumer Expenditure Survey collects information on the
number of family members covered by each policy. It does
not record specifically which members are covered by the
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policy. The difference between the number of family mem-
bers and the number of members covered by a household
policy is used as a proxy to measure complete or incomplete
health insurance coverage. If the family holds more than one
policy, the total number of members covered by all policies
must be greater than or equal to the number of family mem-

hare for the familv ta he concidered fully covarad Tt i as-
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sumed that households do not overlap coverage for some
members while having no coverage for others. Policies for
persons outside the family, or that are limited in coverage
{dental only or special policies for injuries related to school
athletic programs) are counted as covering zero family mem-
bers for the purpose of defining coverage status.

As in the studies by Miller and Reise, this analysis uses
data only from the second interview of the Consurner Ex-
penditure Interview Survey. Consumer units are interviewed
five times on a quarterly basis. The selection of only second-
interview families avoids biasing the results by ensuring that
all families who are analyzed are unique.

All data presented in this study are unweighted to be con-

sistent with those shown in the regression results. Logistic

regression is sensitive to weighting, as described later.

Demaographic characteristics. Table 1 shows the differ-
ences in demographic characteristics of families with chil-
dren, by insurance coverage category. Although there is little
difference in age or family size for the groups, income (as
proxied here by total expenditure outlays'®) appears to be
correlated with insurance status. The fully covered have the
highest incomes, while the uninsured have the lowest in-
comes. Similarly, uninsured families have lower levels of
education, lower levels of work force participation and there-
fore fewer earners than the insured families. Uninsured fami-
ligs are also more likely to be black or Hispanic'” than par-
tially or fully insured families. The uninsured are the only
group whose families are about as likely to rent as to own
their homes, although the rate of “outright” homeownership
(that is, families that own with no mortgage) appears to be
highest for the uninsured.

Policies held. Table 2 shows that fully and partially in-
sured families have similar types of policies. About the same
percentage in each group holds at least one Blue Cross/Blue
Shield policy, other commercial health policy, or dental only
policy. (However, the partially insured are less likely to be
members of a health maintenance organization—HMO— and
to have more limited coverage policies, as denoted by “other
health insurance.”) The average number of policies held is
also similar, though partially insured families have stightly
fewer on average. But the quality of the policies held is dif-
ferent. Fully insured families on average cover [13 percent
of their members. Partially insured families, however, cover



Demographic characteristics of families with
chiidren by hedaith insurance siatus, Consumer

Expenditure Survey, 1991-93

Characleristic oy | homaly | uninsurea
Sample SiZe ........coniiieiee i 2,605 347 773
Characteristics of

average family

Age of reference person 37.3 374 367

Family size .. 38 36 3.7

Number of eamafs 1.8 1.7 1.5

Persons under

18years old......ooovrvvriceccne 1.9 1.8 20

Total expendhure

outlays (annual)
Mean .., $40,785 $32,491 $28,613
Median $34,741 $28,686 $24,277
Other charactesistics (in percent):
Living in the—

Northeast .......cooe.ee. 228 16.7 14.8

Midwest ... 286 24.2 19.3

South ... 27.2 36.3 35.5

West ........ . 215 228 305

Utban area .........cceeeeevvvnirnns 878 87.3 BO.O

BIBCK e 7.0 7.8 109
HISPARNIC .....coverreins e rarsessr s 4.7 8.7 15.3
Qccupation of the

reference person:

Wage and salary .................. 88.2 87.6 75.9
Manager/professional . ...... 39.0 306 23.3
Technical/sales ......... 18.4 239 151
Senvice ... 59 11.2 10.1
Biue collar ... 249 21.9 274

Sell-employed . 7.0 6.6 10.5

Retired ........coemnnscncceics 3 3 3

Unemployed [T, 4 3 1.3

Cut of the Iabor 1orce 4.1 5.2 12.0

Education of the
reference person:

Less than high school ......... 7.0 10.7 22.7

High school graduate/
some collegs ..... . 58.7 65.4 57.2

College graduate................... 343 239 20.2

Family composition:
Single parent .....c.covvieeeees 12.6 30.0 225
Husband/wife family ............ 87.4 70.0 775
Eamer status;

NO 8aMeNS ...cvovee v 0.8 14 6.9

One eamer .. 308 39.2 44.1

Two eamers 60.8 51.6 43.3

At least three eamers 75 7.8 57

Housing tenure:

Homeowner with mortgage .. 68.9 54.8 41.5

Homeowner, no mortgage . 7.8 6.9 93

Renter .. . 23.3 38.3 49.2

At least one child:

Underage s ....cco.ocoveeeeevrvirene 50.6 47.3 47.68
610 f1...... 51.3 435 53.6
121017 e 377 421 41.3

Studeni status of
reference person:
FUltIME ... e v 14 38 22
Parttime .........ccocovveeveeennrne 55 4.6 49

50 percent of their members. Although partially insured
families are more likely to have at teast one policy fully paid
for by someone outside the family (such as an employer),
fully insured families are more likely to have at least one
partially paid policy, and partially insured families are more
iikely to have at least one policy for which they pay entirely,
Children make up a large percentage of individuals not
covered in partially insured families. Although the Consumer
Expenditure Survey does not ask which members are cov-
ered by each policy, under the assumption made earlier that
families do not overlap coverage as long as at least one
member remains uncovered, a lower and upper bound on the
number of children covered can be estimated. To get the lower
bound, all families are assumed to follow an “adult first”
strategy. That is, the first person covered will be an adult. If
the family is a husband/wife family, then if only two mem-
bers are covered, they will be the husband and the wife. Only
if three members are covered will a child be covered. To get
the upper bound, families are assumed to follow a “child
first” strategy. That is, only after all children are covered
will an adult be covered. As shown in the following tabula-
tion, the average partially insured family, which has 1.9 chil-
dren, has between 0.5 children and 1.5 children covered:

Number of children........ccocovivmnenn, 1.9
Number of children covered:

Adults first .oooeevcvvrrerirecercenrecriiien,. L5
Children first 1.5
Percent of children covered:

Adults first ....occoovvcvevivveerrcrinicviee. 26,3
Children first........ccovvivervcccrnviiiin, 78.9

In other words, about one-fourth to three-fourths of chil-
dren are covered in partially insured families. This implies
that at least one-fourth of all children in partially insered
families have no health insurance coverage. If combined with
children in uninsured families, this implies that between one-
ninth and one-sixth of the children in the sample lack health
insurance coverage.'*

Health care expenditures. Table 3 shows that the fully in-
sured pay the largest amount for healih care in total. Al-
though partially insured families appear to pay slightly more
for medical services than fully insured farnilies, this differ-
ence is not statistically significant.’®

‘When shares of the health care budget are considered, the
fully insured spend the largest share (49 percent) on health
insurance, but the smallest on medical services (39 percent).
However, the fully and partially insured spend about the same
share (12 percent) on prescription drugs. The uninsured
spend the largest shares on medical services (57 percent)
and prescription drugs and medical supplies (15 percent) and
the smallest share for insurance (28 percent),
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However, insurance premium payments for the uninsured
could be for someone outside the immediate famity (perhaps
an older relative, & child from a previous marriage, and so
forth), and therefore perhaps should not be counted when
comparing health care expenditures by insurance status.
Furthermore, insurance policies may “favor” certain types
of treatment—that is, they may pay for medical services, but
not prescription drugs. Therefore, it is interesting to exam-
ine health care expenditures for items other than insurance
premiums to see how levels and shares differ by insurance
status. Of the health care dollars not spent on insurance pre-
miums, the fully insured allocate 76 percent to medical ser-
vices and 24 percent to prescription drugs and medical sup-
plies. This compares with an 81-percent/19-percent split for
the partially insured, and a 79-percent/21-percent split for
the uninsured.

Probability of purchase. The fact that the fully and partially
insured families spend more on medical services, prescrip-
tion drugs, and medical supplies does not, by itself, indicate
that insurance status is related to health care usage. The un-
insured have lower incomes than the insured, so it is to be
expected that they spend less on these services. Therefore, 10
estimate the direct effect of health insurance status, all other
factors, such as income, age, and family size must be held

an ko b Pav-r- Y . Pt e

Coflistant. RUDC 1"{ Rl.lbll.l and Kcllllclh KUCJ.III. PCI 1monin auuh a
study.” They find that indeed, ceteris paribus, the presence
of insurance is positively correlated with expenditures for
medical services, prescription drugs, and medical supplies.

However, Rubin and Koelln do not measure frequency of
usage of these goods and services. This may be because the
Consumer Expenditure Survey does not measure usage di-
rectly; that is, the respondent is not asked how many times a
member of the family went to the doctor during the past 3
months. However, if a respondent reports a medical expen-
diture, then someone in the family must have used such
services.

Resulis of a logistic regression modeling the probability
of incurring expenditures for different types of health care
are shown in table 4 (medical services) and table 5 (pre-
scription drugs and medical suppiies). In this case, the lo-
gistic regression is binomial, meaning that the outcome pre-
dicted is either “yes” (family did incur an expenditure) or

o” (family did not incur an expenditure). The predicted
probability of incurring an expenditure is:

P = 1/{1 +exp[-1 %o + B X]}
where

P is predicted probability of incurring an expenditure
0. is a constant

L]
Bis a vector of parameter estimates
X is a vector of independent variables.
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In tables 4 and 5, parameter estimates for the first column
represent the coefficients for the fully insured. If statistically
significant, these indicate that the variable is important in
predicting the probability of incurring an expenditure for
medical services (table 4) or prescription drugs (table 5).
The second and third columns of parameter estimates show
whether the relationship of the variable to the probability
of incurring an expenditure is different for the partially in-
sured or uninsured than it is for the fully insured. If the pa-
rameter estimate is statistically significant, the relationship
is different.

As with any regression, it is imporiant io define a refer-
ence group to make comparisons more accurate. In tables 4
and 5, each insurance group consists of families with median
income (table 1), whose reference person is between 25 and
44 years old, married with two children, neither black nor
Hispanic, and containing two earners.” The probability of
incurring an expenditure for each of these groups is shown in
the tables. (For example, table 4 shows that members of the
fully insured reference group are predicted to have a 73.2-

narcent r\fnhnhlhtu of incuarri ng pvpnquturpc for prpcf‘nntlnn
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drugs and med1cal supplies, compared with a 66.1-percent
probability for members of the uninsured reference group.)

Table 2. by bbb o o
P —— AN ISV PUIII-IUB, MY troudiini |||au|u||l.'w
coverage status, 1991-93
Fully Partially
Characteristic insured | insured Uninsured
Family size .. 38 36 37
Membars covered 4.3 18 0
Percent of members covered .. 1131 50.0 0
Percent with at least ong—
Blue Cross policy .....ccoccvvcreenee 28.1 285 9.2
Commercial health policy 478 447 137
HMO policy ... 241 18.4 89
Dental only puhcy 9.3 8.7 7.0
Other health insurance poluc1es‘ 136 19.0 44
Average number of policies held ... 1.39 1.32 .45
Blue Cross ......ccoceevviceeeennans 31 .30 .09
Commercial health .56 .50 A5
HMO ..o 26 21 09
Dental only .............. 10 08 07
Other health insurance' ............ . 16 22 .05
Percent with at least
one policy paid for—
Entirely by the family ........_... 18.6 228 a7
Partially by someaone else 56.2 45.0 18.5
Entirely by someone else............. 399 455 19
Number of policies paid for—
Entirely by the family ...........c....... 2 29 27
Partially by someone else .68 .52 .60
Entirely by someone else............ 49 .50 40
! Includes policies providing special limited coverage, medicare supple-
ments, and other health insurance policies,




Hedalth care expenditures by health Insurance
coverage status,1991-93

Fully Portially
Expenditure allocation insured | insured Uninsured
Total heaith care (annual) ................ | $1,880 $1,668 $972
Healith insurance .......... 920 663 2683
Medical 5ervices ..o 732 81 556
Prascription drugs/
medical SUPPIES .......veo.ceemerennn. 229 194 147
Percent of heaith care
Allocated 10— ..o 1000 100.0 100.0
Health inSUrance .........occovevemcveene 48.9 39.7 276
Medical 5ervices ..........osneee 389 48.6 §7.2
Prescription drugs/
medical SUPPRes -..............peeeenn. 122 1.6 15.1
Percent of total expenditure
outlays ailocated to—
Health InsSurance ..........cccveeee 23 20 8
Medical SENVICES ..o 18 2.5 19
Prescription drugs/
medical SUPPlies .....c.co.ccvvvnnn. 6 6 5
Percent reporting expenditures
{quarteriy):’
Health InSurance ...........e.occeoceoveae 67.3 58.8 23.0
Medical services .......... 701 620 51.2
Prescription drugs/
medical supplies .........oviieenne, 87.7 54.2 40.5
! Does not include reimbursements for payments made in previous
quarters but received in current quarter.

In tables 4 and 5, probabilities for each group are pre-
dicted, given that each reference group family has $32,175
in total expenditure outlays, which is the median value for
the sample as a whole. This value is substantially less than
the median value for the fully insured (about $2,000 less),
and substantially more than the median values for the par-
tially insured (about $6,500 more) and uninsured (about
$7,800 more).

Table 4 shows that insurance status is definitely impor-
tant for the reference group. The fully and partially insured
have similar probabilities of incurring a medical service ex-
penditure, However, when the probability for the fully in-
sured (73.2 percent) is compared with the probability for the
uninsured (66.1 percent), the difference is significant in a
statistical and economic sense.

Thus, the data may indicate that uninsured families are
less likely to seek preventative care, as Kasper finds, By con-
trast, families with insurance may be more likely to visit the
doctor for minor illnesses, as Rubin and Koelln imply. To
further investigate the “usage” issue, expenditures for pre-
scription drugs and medical supplies are examined. A fam-
ily with insurance may automatically incur an expenditure
for a doctor visit (either through a deductible or copayment).
However, if the illness is not severe, the doctor need not pre-
scribe medicine. If insured families are more likely ceteris
paribus to incur prescription drug expenditures, then it is

safe to assume that when they become ill, they become well
faster than their uninsured counterparts. Furthermore, any
reimbursements for these expenditures are treated as if no
visit occurred, because the reimbursed visit may have taken
place more than 3 months prior to the interview date,
When all characteristics, including income, are held con-
insured will incur an expenditure are once again very simi-
lar: 58 percent for the fully insured and 61 percent for the
partially insured {table 5). The predicied probability for the
uninsured, 47 percent, suggests that this group is much less
likely to incur an expenditure for prescription drugs or medi-
cal supplies than either of the insured groups, even when all
else is held constant. However, because steither the intercept

" nor income parameter estimate is statistically significant,

caution must be used when interpreting this result,

Given the findings of Kasper, those of Rubin and Koelln,
and the results shown in tables 4 and 5, it appears that there
is a relationship between level of insurance coverage and
receipt of medical care. Therefore, it is important to under-
stand the relationship between demographic characteristics
and level of insurance coverage.

Probability of coverage. To estimate the relationship be-
tween level of health insurance coverage and demographic
variables, a different kind of logistic regression is needed. In
this case, there are three possible outcomes: full health in-
surance coverage, partial health insurance coverage, or 1o
health insurance coverage. Therefore, the dependent value
can take on values from 1 (fully insured) to 3 (uninsured).
Because the dependent variable takes on three distinct, quali-
1ative vatues of ascending order, the parameters of this model
are estimated using an ordered multinomial logistic regres-
sion. From these estimated parameters the probabilities that
a particular family will be fully, partially, or not insured can
be predicted using the following formulas:®

P = F(B%)

P = Ffx+a)-FPx
P, = F@x+o, +o,) - FB'x + o)
where

P_is the probability of being fully insured (in this case)

P_, is the probability of being partially insured

P_, is the probability of being uninsured.

The function F(') has the same form as it does for a bino-
mial logit. For example,

F(Bix) = 1/[1 + exp(-1 * fx)]

where

B' is a vector of parameter estimates
x is a vector of demographic characteristics.
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Several independent variables are chosen for this model.
The first is annual total expenditure outlays for the family
(that is, quarterly total expenditure outlays multiplied by
four), which are used as a proxy for permanent income in
accordance with Milton Friedman’s “permanent income hy-
pothesis.”> Before using this variable, though, it is subjected
to a Box-Cox transformation to normalize its distribution.
The formula for a Box-Cox transformation is:

Y* = (YA1)/A
where

ness than younger children), region of residence (Northeast,
Midwest, or West),® whether the family lives in an urban or
rural area, number of earners (no earners, one earner, or at
least three earners), and housing tenure (owner without mort-
gage or renter).” The omitted category in each case is shown
in table 6 with the regression results. The variables are meant
to control for differences in “tastes” for insurance (family
type, ethnic origin, education); opportunity of obtaining poli-
cies (occupation, number of eamers, and student status, be-
cause some colleges and universities offer special policies to
students); and other factors.

Y is the initial value of total expendi-
ture outlays

A is a variable found through experi-
mentation

Y* is the transformed value of total
expenditures.

Using a maximum-likelihood tech-
nique described by Stuart Scott and
Daniel J. Rope,? the best estimate of A is
1/8.% (This transformation of total ex-
penditure cutlays is also used in the bi-
nomial logit described earlier.) In addi-
tion 10 normalizing the distribution of
total expenditure outlays, the fact that A
is 1/8 is consistent with the assumpltion
that the probability of a family having
full health insurance coverage increases
with income, but at a decreasing rate.
This is a plausible assumption, as it in-
dicates that an increase in income (say,
$1,000) is associated with an increase in
probability of having full coverage, but
that the increase in probability is greater
for a low-income family than for a high-
income family receiving the same in-
crease in income.”

Also included are several dummy
variables describing characteristics of the
reference person including age (under 25
or at least 45), ethnic origin (black or
Hispanic), type of occupation or labor
force status {if not working), level of edu-
cation, and student status (enrolled in
college full time or part time). Durnmy
variables describing the family include
number of children (one child or three
or more), type of family (single parent or
husband/wife), children’s age (at least
one child is older than age 12 because
older children may be less prone to ill-
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[l Rosults of binomial logit predicting probability of incurring expenditures

for medical services, with median income held constant for all insurance
groups ($32,175)
Parameter| Estimate | Estimate Full Partiall
Characteristic estimate 1 2 insut!d Insureg Uninsured
Reference group: ......ccouvenie M " * 0.732 0.759 0.661
{10100 o R 2-3.420) 2712 | *2.050 — — —
Standard 80T ........coccovereae 587 1.725 1.135 — — —
Annual expenditure outlays
2208 3134 .081 737 .766 669
027 080 053 — — —
Age of reference person
(ages 25 to 44)
Reference berson urider
08 25 L] -.351 648 ~-.024 658 809 573
Standard ermor ..o .285 829 A48 — - -
Reference person over
g8 44 .o 007 -.078 -.304 734 747 592
Standard error .........c.ceeceeene 128 381 273 — — —
Number of children (two
Onechild .......ccoiuucineriennnns 233 376 2,457 684 785 710
Standard 8rror ... A0 297 213 — — —
Three or more children ........ 058 104 -087 743 788 859
Standard emor ... 123 380 245 — — —
Family type {husband/wife)
Single parent .. -.058 402 -.204 721 817 601
Standard Bror ... 148 352 276 — — —_
Ethnic origin (white/other)
Black .......... 2708 080 -.033 574 823 505
Standard erro 163 A73 318 - — —
Higpanie .............. 2..523 -4 -.154 619 551 498
Standard error...........c..cev e 194 A57 .301 — — —
Number of earmers
{one eamer)
NO aMErSs ...t —-.487 (4} =731 627 660 366
Standard error ... . 432 (1 628 — — —_
One eamer ........, | -1.39E-03| -416 -1 732 B75 636
Standard efror ..., 1.09E-01 313 213 — - —
At least three eamers .......... -257 231 .286 679 755 668
Standard eror..........cc.eveeee 175 .184 398 —_— — —
1 Not applicable.
2 Statistically significant at the 95-percant configence level.
3 Statistically significant at the 90-percent confidence leve!.
4 Varniable omitted from regression. None of the five families in this category incurred a medical service
expenditure.




m bilty of Incurt i weighted, the parameter estimates tend

Results of binomial logit predicting probal of incurring expenditures - . ti c

for prescriplion drugs and medical supplies, with median incoms held to be statistically significan n.every ase.

constant for all insurance groups ($32,175) On the other hand, the relatively small
sample size {especially for the partially
Parameter; Estimate | Estimate | Fully | Partially insured and uninsured), may lead to large

Characleristic estimate | 1 2 | insured | Insured |UMinsured ), may g
standard errors for some parameter esti-
mates, thus understating the number of

Refarence group: ..............oevee. {") (] Mm 0.584 0.606 0.468 Signiﬁcan[ re]ationships_ Thergfore‘ in

4 * 8060 | -1605 | -1.055 - - - the interest of obtaining conservative es-
528 | 1579 1.064 — — — \ . L
timates of statistical significance, no

Annual expenditure outlays . .

(BOX-COX) vevvevenveenmermereons e 2 180 080 028 589 812 473 weights are applied, but the 90-percent
Standard error ... .024 073 .048 — — _— confidence level is used to define statis-

Age of reference person tical significance,

(ages 25 to 44) . .
Reference person under 25.|  -.135 | -.118 698 551 544 807 Regression results are shown in table
Standard ermor ...............co.... 285 609 437 — _— — 6' Along wi[h coefﬁcientS, the predic[ed
Reterence person over ifference in probability for each group,

I/ LT 0% | -018 81 808 625 538 differen P y group
Standard emor ... 119 357 260 - — — compared to the reference group is

Nurmber of children (two shown. For example, families whose ref-

gne chidh —g;g gBTg g 567 609 515 erence person is under age 25, but who
{ANGRI GO ’ ' ’ N - N are otherwise identical to the reference

Three or rmore chlidren ........ .158 =047 135 622 632 541 .

Standard BIor ..., A12 .344 235 - — — group, are about 7 percent less likely to

Family type (husband/wife have full coverage than families in the
Single parent ...............co.e..... 152 -178 “—.121?9 821 599 393 reference group. Thus, for the younger
Standard er1or .............ccv.vus 141 338 273 - —_ - group, the value listed in the fully insured

igin (wh .

E"graccgnmn(wwomen 264 | -424 | -pa2 519 436 307 column is -0.074. The younger group has
Standard error ... 161 471 314 - - - a 5-percent greater probability of being
Hispanic ........, *-978 | 2756 201 346 552 288 uninsured. Thus, for the uninsured col-
Standard error ...................... 189 446 315 - — — umn, the value is shown as 0.053.

Number of eamers

{One samer) . .

No eamers ........vre] 22922 | 1,087 096 359 640 278 Income and insurance status. Perhaps
Standard ermor..........cc..eeere.e. ) .51 1.136 684 - — — the most important independent variable
(S)netandaeam:r}lii:::::"m . —:ozgg %1 po 528 557 4% in any study of consumer expenditure
Atleast thrae eamers ........| 3300 | -580 | -227 855 537 486 patterns is income. Generally, the more
Standard eror ......... 170 475 381 — - - income a family has, the more of any
good or service it can afford to purchase,

' Not applicable. - . . .
. i _ including health insurance. Therefore, it

? Statistically significant at the 95-percant confidence level. K i rising that the eter esti
* Statistically significant at the 90-percent confidencs level. 15 no Surl? g _a .p.aram e.r e
mate for income is statistically signifi-

For the sample as a whole, the median value for annual
total expenditure outlays is $32,175; the average age of the
reference person is 36.9, with average family size of 3.8 per-
sons. Therefore, the reference group consists of husband/wife
families with two children (both under age 12), median out-
lays, and two earners, whose reference person is between
ages 25 and 44, neither black nor Hispanic, working for a
wage or salary in a managerial or professional position, a
high school (but not college) graduate, and not enrolled in
college at present. These families live in homes they own
(though they still pay a mortgage) in the urban South,

The data used in this analysis are unweighted. As noted
earlier, logistic regression can be sensitive to weighting. If

cant at the 99.9 percent confidence level.
However, despite the statistical strength of the relation-
ship, the probability that a family has full insurance cover-
age increases slowly with income, Table 7 shows how the
predicted probability changes if a family with characteris-
tics of the reference group somehow obtains additional in-
come. Given a 1-percent increase in income, the probability
of being fully insured barely increases—rising from 76.7 per-
cent to 76.9 percent. The table shows that even with fairly
large increases of income (up o $3,000 per vear, nearly a
10-percent increase), the probability of full coverage does
not increase much, rising only to 78.1 percent.
Nevertheless, because three-fourths of the reference group
are predicted to have full coverage, and well over four-fifths
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are predicted to have at least partial cov-
erage, the reference group is predicted
to be relatively well-off when it comes to
insurance coverage. Therefore, it may be
more interesting to study those who are
least well-off: the uninsured.

Table 8 shows the predicted probabili-
ties of coverage for a family with char-
acteristics typical of the uninsured. That
is, the family is similar to the reference
group, except that it has substantially
lower income ($24,277, the median value
for the uninsured), rents its home, has a
reference person who is employed in a
blue-collar job, and one earner (the ref-
erence person in this case).

Uninsured families are similarly slow
to purchase health insurance when they
receive increases in income. For ex-
ample, an increase of $3,000 dollars (a
12-percent increase in income) is asso-
ciated with a higher probability of full
coverage for families with characteris-
tics typical of the uninsured; however,
the difference is small—52.6 percent,
compared with 50.2 percent.

Other characteristics. Other demo-
graphic characteristics are also associ-
ated with differences in insurance cov-
erage. Families with young parents (that
is those whose reference person is under
age 25) are significantly less likely to
have full coverage than older families.
Cn the other hand, families with young
children (all children are under age 12)
are more likely to have health coverage
than families who have at least one child
over age 12. Families may choose health
insurance coverage more readily when
the perceived health risks to their chil-
dren are greater, during the years of early
childhood development. Families with
older children may also experience the
financial pressure of putting extra sav-
ings into a college fund and may choose
not to spend on health insurance as a
result.

Educational attzinment also raises the
probability of full coverage. Those who
did not graduate from high school
are less likely to be fully covered than
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Predicted probabilities lor insurance status, multinomial logit resuls

Probabliity of being—
Choracieristic Parometer Fully Partially
esfimate insured insured Uninsured
Sample (size: 3,725) «.oeevirnneinininans - 0.699 0.093 0.208
Reference group: ............ 757 090 153
intercept 1 .......... 1-3.743 —_ - -
Standard error 569 —_ - —
INBreapt 2 ...t e s 1-3.160 —_ _ —
Standard error ........... 568 _ — —
Annual cutlays (Box-Cox) ..... . 1232 2,005 2-001 2-.003
Standard e1ror ... 025 —_ —_ —
Difference trom reference group probability
Age of reference person (25 to 44)
Reference person underage 25 ......... 1381 —-074 021 053
Standard error ... eeinesisinn 188 — — -
Reference person at least aga 45....... 042 007 -.002 —-.005
Standand 8ror ......cooereereeeeeceneneen e 20 — — —
Number of children (two children)
[0/0-7 111 OO 129 022 =007 -015
Standard arror ........... 089 - — —
Three or more childmen .. .. 081 01 -003 -.007
Standard 8rIOr .......ccoviieerererereerenenne 103 - — —
Family type (husband!wire)
Single parent... 083 014 -.005 =010
Standard error . 125 - — -
Ethnie origin (whltelotmr)
Black ... a1 021 -007 -014
Standard error .................................... 140 — — —
HISPANIC .....cecovreecsere e e e snss s risrsanes -412 -.081 023 .068
Standard error . [T 140 — — -
Occupation (manager/professional)
Technical/sales ..........ovvvureneenrsnsinans -6.20E-04 -.000 .000 000
StaNdard BITOr ........cccecrvvrerrerssarernienns M7 - — —_
Blus Collar .. ... =052 =008 003 007
Standard error 13 — — -
Servica ........... -348 -.068 019 048
Standard error ... 152 - — —_
Self-employed 717 =180 .038 112
Standard error 147 — — -
Retired ..o iev vt eeaeens 1.185 147 -.052 -.095
Standard error 748 - — —_
Unemployed ............c..... -210 -.039 012 028
Standard error ............... 483 —_ — —
QOut of labor force - -238 ~045 013 032
Standard Brror ...t iceereneneans 196 — - —
Educaticn (high school/some college)
Did not graduate high school .............. =525 -.106 029 o7
Standard BITOT ........ccccvevrrvecrerensrsanns 120 - - —
College graduate " 012 002 -001 -.001
Standard Bfror .......ovieveeeererernrnennne J01 — — —
Age of children (all under age 12)
At least one child over age 12 -258 -049 014 035
Standard 8rror .........c.ccocecvremrrrrersrsesnes 080 — - —
Region (South) . :
Northeast ...........c.evernns 1648 095 -.032 -.063
Standard error . 13 — — -
Midwest ........... . 1633 094 -.032 -~.062
Standard @r1or ........ocveceevcerne e e, 104 —_ — —
WESE ..o it -044 -008 .002 .005




N ! Cultural differences by race and
JCEIEE Continued—predicted probabilities for insurance status, multinomial o s
logit results ethnicity may make certain groups less
averse o the risk of being uninsured. Al-
Cheracleristic Parameter Fully Partiolly | | oo ed fficient for black famili
estimarte Insured Insured though the coefficient for black families
Degrae urbanization (urban) is not stans.ncall'y S}gnlﬁcar}t, t.he coeffi-
L0 RS 0.188 0.032 -0.010 -0.022 cient for Hispanics is very significant, Its
Standard error..........oeeveeeveevvserannn, 123 —_ - — negative Sigﬂ indicates Hispanic families
Number of eamers (two eamers) . .
L -1.266 -.285 055 230 are less likely to be insured.
Standard error ....... 239 - - — Regional differences are significantly
One eamer ............... *-.368 -072 . .020 052 : . :
Standard eror . ‘097 ~ - - related to differences in h'ealth insurance
Al least three eamers .. -218 —041 012 029 coverage. Compared with the South,
Standand afror..........cuveviiieernese e %] —_ — —_ which is the most pOpUlOUS region, fami-
Housing tenure {owner with mortgage) PR .
Owner, No Mortgage .......uve.ereene.. -.199 037 RORE] 026 lies in tl?e Northeast and Mldwe_St.have 4
Standard eror.......... 143 — - — much higher probability of being fully
Renter .......... g —107 028 078 insured. This may be attributed to any
Standard ermor .......c.covvurveeeeveecrresrn, 01 —_ — - b £ fact includineg diff
Student status (nonstudent) num e.r 0 ' actors, mcluding differences
FUull-time .........cooovvvinneicec e -.260 -.048 014 035 by region in State laws, costs of health
Standard ermor .......... 266 _ - - care, unionization of the work force
Part-time ..........cooove... 025 004 -.001 -.003 . . o
Standard error .., A72 — — — (which may result in greater availability
' Statistically significant at the 95-parcent confidence level. of employer-prov ided health plans)., rates
* Differenca in predicted probabiiity given $1,000 increase in annual outlays. at which employers offer benefits, or
? Statistically significant at the 80-percent confidence ievel. other factors. The West, however, is not

those who did graduate, although there is no statistically sig-
nificant difference in probability of full coverage for high
school and college graduates.

Occupational status appears to be associated with differ-
ent levels of health insurance coverage. The reference group
consists of salaried professional or managerial workers; these
are the workers who are expected to have high-coverage
health benefit plans. However, of the wage or salary occupa-
tions, only those families whose reference person is employed
in services have a lower probability of being fully insured
than members of the reference group. Families whose refer-
ence person is self-employed are even less likely to have full
coverage.*!

As expected, number of earners in the family is signifi-
cantly related to the level of health insurance coverage. Fami-
lies with two earners (the reference group) are expected to
have more health coverage on average than families with
fewer earners but equal income, because the two-earner fam-
ily may have a choice between two employer-sponsored
health insurance plans. (Or at least there is a greater chance
that someone in the family is eligible for such a plan.) Fami-
lies with more than two paychecks may need several incomes
to cover the family’s expenses. If all members earn refatively
low wages, they may be in jobs which have poor benefits.
Therefore, families with more than two earners are expected
to have a lower probability of full coverage. The negative
coefficient for multiple earner families seems to confirm this
intuition, but it is not statistically significant. Therefore, no
firm inference can be drawn.

significantly different from the South.

In most cases, the probability of be-
ing partially insured does not change much with character-
istics. This may imply that families “vault over” the par-
tially insured category—that is, if they get extra income, they
will move from no insurance to full coverage. But this is not
necessarily true in all cases. For example, it is possible that
a two-earner family with full insurance coverage moves to
the partial coverage class if an earner loses a job, rather than
slipping all the way into no coverage. Some of those with
partial coverage may move to the no coverage category
under similar circumstances. Thus, the probability of par-
tial coverage is similar across demographic characteristics,
even though some families may be moving in and out of the
category.

m Predicted probability of health insurance status for

tamilies with median income ($32,175)
Probability of being—
Hem Fully Partially
insured insured Uninsured

At present level

Of INCOME .o, 0.767 0.088 0.145
Given an increase in

income of—

One percent ............. 0.769 0.087 0.144
$1,000 .. 0.772 0.086 0.142
$2,000 .. 0.776 0.085 0.139
$3,000 .o 0.781 0.084 0.138
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HEaLTH INSURANCE status plays an important role in provid-
ing health care to families. This study finds that families
with children and at least partial coverage are more likely to
receive at least some kinds of care (medical services) than
uninsured families with children, even when income and
other characteristics are equal.

Certain characteristics are related to the ability to obtain
health insurance coverage. In this study, income, age, edu-
cation and number of earners are found to be positively re-
lated to a family’s level of health insurance coverage. Char-
acteristics of the reference person such as being a service
worker, self-employed, or Hispanic are negatively related to
the probability of coverage.

Although income is an important predictor of insurance
status, families do not change their level of coverage much,
even when income increases substantially. This would indi-
cate that if increased health insurance coverage is a desired
outcome, direct grants of cash to families will not raise lev-
els of coverage in any substantial way. Although prices
and qualities of insurance plans are not studied in this ar-
ticle it would be useful to find out what influence these fac-

Footnotes

Predicted probability of health Insurance siatus for

families with characteristics typical of the unin-
sured (median income: $24,277)
Probability of being—
tem Fully Partially
insured | insureq | Uninsured

Al present level
of income ....ccoounveie 0.502 0.142 0.357
Given an increase in

income of—

One Parcent .........co.eeeeerreceenees 0.504 0.141 0.355
$1,000 ... 0.510 0,141 0.349
$2,000 ... . 0.518 0.140 0.342
$3,000 .o 0.526 0.138 0.335

tors have on the probability of receiving coverage. Also, data
on difficulty of obtaining access to health insurance cover-
age is useful to understanding why some families are unin-
sured, For example, if plans are readily available through an
employer, are families likely to take advantage of them??*
Exploration of these issues should provide for interesting
future research. O
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