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It’s The Premiums, Stupid: Projections Of The
Uninsured Through 2013
The number of uninsured Americans is projected to increase by
eleven million in the coming decade.

by Todd Gilmer and Richard Kronick

ABSTRACT: Increases in the cost of health care from 1979 to 1999 accounted for the de-
cline in health insurance coverage that occurred during that time period, as our earlier work
demonstrated. Here we examine whether the model we presented adequately accounts for
the observed changes in health insurance coverage from 1999 through 2002, and we show
that the model accurately predicted the increase in uninsured people during that time pe-
riod. Using the model and projections for national health spending, we project that the
number of nonelderly uninsured Americans will grow from forty-five million in 2003 to fifty-
six million by 2013.

I
n earl i er work we demonstrated that
increases in the cost of health care from
1979 to 1999 accounted for the decline in

health insurance coverage that occurred dur-
ing that time period.1 In this paper we exam-
ine whether the model we presented ade-
quately accounts for the observed changes in
health insurance coverage from 1999 through
2002, and we use national health spending
projections to predict changes in insurance
coverage over the next decade.

The Price-Coverage Relationship
The standard economic theory of health in-

surance posits that the desire for insurance
represents an attempt by risk-averse people to
maximize utility in the face of uncertainty,
subject to a budget constraint: People do not
know whether they will be sick or healthy and
would often rather take a certain, moderate
loss by paying an insurance premium instead

of taking the chance of a large financial loss
from serious illness.2

Research into the causes of health spending
increases points to two primary factors: im-
provements in medical technologies and in-
creased use of these technologies.3 Either fac-
tor could be valued by consumers, who might
then be willing to purchase insurance to cover
the additional benefits of treatment as well as
the increased likelihood of treatment. How-
ever, this demand is tempered (or constrained)
by the fact that purchasing insurance de-
creases the amount of money available for the
purchase of other goods and that as the share
of income required to pay premiums rises, con-
sumers must sacrifice more and more con-
sumption to remain insured. Thus, those who
are dropping insurance do so mainly as the re-
sult of budgetary pressures. As a result, among
low- and moderate-income people, we expect
that as health insurance premiums increase,
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the number of uninsured people will also in-
crease.4

Study Data And Methods
Using data from the National Health Ac-

counts constructed by the Office of the Actu-
ary at the Centers for Medicare and Medicaid
Services (CMS), we follow the procedure de-
scribed in earlier work to estimate per capita
health spending for insured adult workers
from 1979 to 2002.5 We have revised our meth-
ods slightly by using data collected in 1999 as
part of the Medical Expenditure Panel Survey
(MEPS) as well as the data used in our earlier
work from the 1996 MEPS, the 1987 National
Medical Expenditure Survey (NMES), and the
1977 National Medical Care Expenditure Sur-
vey (NMCES) to estimate the proportion of
total spending accounted for by insured peo-
ple ages 19–64.6

Using data from the March supplements to
the Current Population Survey (CPS) from
1980 through 2003 and the revised price series,
we calculated the ratio of per capita health
spending to median income and the percent-
age of nonelderly workers covered by health
insurance (among those workers who were
not covered by a spouse or a public program).7

Starting in 2000, an “insurance verification”
question was added to the CPS, resulting in a
decline in the estimated number of uninsured
people. We adjusted the estimates of health
coverage in the earlier data to make them con-
sistent with the post-2000 data series.8

We reestimated the logistic regression
model from our earlier work using data from
1987 through 2002. This regression was modi-
fied slightly by expanding information on eth-
nicity.9 We also included a covariate for those
owning a home as an indicator of assets that
one would wish to protect against large health
care claims. The logistic regression model pre-
dicts the probability of coverage among non-
elderly adult workers as a piecewise linear
function (spline) of per capita health spending
divided by income; employment characteris-
tics such as firm size, industry, part-time sta-
tus, and self-employment status; demographic
and socioeconomic characteristics such as age,

sex, marital status, race, ethnicity, education,
and home ownership; and indicators for region
and year.10

We estimated the 2002–2013 rate of growth
in per capita health spending for insured
adults and the growth rate in personal income
using data from the national health spending
projections produced by the CMS.11 We then
used the parameter estimates from the logistic
regression model to estimate the 2013 insur-
ance status of each worker in the March 2003
sample of the CPS, assuming that per capita
spending and personal income follow the esti-
mated growth curve.

Finally, we used the historical relationship
between the proportion uninsured among
workers (not covered as a dependent or by a
public program) and the proportion uninsured
among the entire under-age-sixty-five popula-
tion, to estimate the proportion of people in
this age group expected to be uninsured in
2013. The percentage uninsured among all
adults (ages 18–64) closely parallels the per-
centage uninsured among adult workers dur-
ing 1979–2002 (Exhibit 1). The ratio of the per-
centage uninsured among all adults to the
percentage uninsured among adult workers
increased from 0.76 in 1979 to 0.82 in 2002. We
fitted a least squares regression line to the
1979–2002 experience and estimated that the
ratio of the percentage uninsured among
adults to the percentage uninsured among
adult workers will be 0.84 in 2013.12 To esti-
mate the percentage of adults who will be un-
insured in 2013, we multiplied our projection
for the percentage of adult workers who will
be uninsured in 2013 by 0.84.

Although the relationship between the per-
centage uninsured among adults and the per-
centage uninsured among adult workers (not
covered as a dependent or by a public pro-
gram) was relatively stable over the 1979–2002
period, the relationship between the percent-
age uninsured among children and the per-
centage uninsured among adult workers is
more variable. The series for the percentage
uninsured among children and among work-
ers track each other closely from 1979 through
1987, but as the percentage uninsured among
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workers increased by four percentage points
from 1987 through 1996, among children it in-
creased by only two percentage points; the
more modest change in the latter is largely the
result of the Medicaid eligibility expansions of
the late 1980s.13 The effects of the State Chil-
dren’s Health Insurance Program (SCHIP), en-
acted in 1997, on increasing coverage among
children are apparent in the data, and they re-
sult in a decrease in the percentage of children
who were uninsured in the 1998–2002 period,
at a time when uninsurance was rising among
adult workers. Controlling for the effects of
SCHIP in a multivariate analysis, we estimated
that for each one-percentage-point increase in
the percentage uninsured among adult work-
ers over 1979–2002, there is a 0.45 percentage
point increase in the percentage uninsured
among children.14 We used this relationship
and our projection of the increase in the per-
centage uninsured among adult workers from
2002 to 2013 to estimate the increase in the
percentage uninsured among children in 2013.

Results
Per capita health spending for nonelderly

insured adults divided by the median income
of nonelderly adult workers increased from 8.8
percent in 1999 to 10.9 percent in 2002 (Ex-
hibit 2). This rapid decline in the “affordability

index” resulted from a steep increase of 9.8
percent per year in per capita health spending
from 1999 through 2002, while growth in me-
dian personal income was notably less—2.2
percent per year. Mirroring the decline in af-
fordability almost exactly, the percentage un-
insured among nonelderly workers increased
1.5 percentage points, from 22.3 percent in
1999 to 23.8 percent in 2002.

Consistent with results from our earlier
work, we find that changes in the distribution
of employees across industries have had very
little effect on coverage rates. There has been
some shift away from manufacturing jobs in
large firms, and this shift has resulted in small
declines in coverage. Manufacturing jobs de-
clined from 1987 to 2002 (from 22 percent of
workers in 1987 to 16 percent in 2002), and
workers in manufacturing jobs are slightly
more likely to have employer-sponsored insur-
ance (ESI) than most other workers (control-
ling for other characteristics, jobs in durable
goods are 3.4 percent more likely to have ESI
than jobs in transportation, the reference cate-
gory) (Exhibit 3).15 However, the net effect of
fewer manufacturing jobs is quite modest: We
estimate that insurance coverage among work-
ers is 0.2 percent lower because there are fewer
manufacturing jobs. And much of the increase
in employment is in professional services,
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EXHIBIT 1
Percentage Uninsured Among Workers, Nonelderly Adults, And Children, 1979–2002

SOURCES: Authors’ analysis of Current Population Survey (CPS), March supplements, Annual Demographics Files, 1980–2003,
except 1981; and Centers for Medicare and Medicaid Services, National Health Accounts, 1979–2002.
NOTES: Results from 1979 to 1999 have been adjusted to make them consistent with the insurance verification question that
was added to the CPS in 2001. Results from 1979 to 1987 for children and nonelderly adults have been adjusted to make them
consistent with the post-1987 question wording. The series for workers is restricted to those not covered as a dependent or by a
public program.

25

20

15

10

5

Percent

1979 1983 1986 1989 1992 1995 1998 2001

Workers

Nonelderly adults

Children



which is a relatively high-coverage industry in
any case.

Further, while increases in the proportion
of Hispanic workers from 1987 to 2002 should
have led to declines in coverage, increases in
educational levels and increasing proportions
of older workers should have led to increased
coverage. The combined effects of demo-
graphic and employment-related changes from
1987 to 2002 should have been to raise cover-
age rates by 0.5 percent, a far cry from the 6.2
percent decline that actually occurred.

In Exhibit 4 we provide a plot of the pre-
dicted percentage insured against the afford-
ability index (price/income). From 1987 to
2002, the affordability index declined from 5.6
percent to 10.9 percent, and this shift accounts

for most of the observed decline in coverage.
Declines in coverage have resulted, for the
most part, from increases in premiums that
were much more rapid than increases in per-
sonal incomes.

Although there have been substantial
changes in the workforce since 1987, these
changes have had little effect on rates of insur-
ance coverage. We expect future changes to
have similarly small effects. Therefore, instead
of attempting to make projections of changes
in industry composition and firm size and us-
ing these estimates in our projections for cov-
erage over the next decade, we based our cov-
erage projections on expected changes in
health spending and personal income, holding
our other control variables constant at their

H e a l t h T r a c k i n g

W 5 - 1 4 6 5 A p r i l 2 0 0 5

EXHIBIT 2
Percentage Uninsured Among Workers And Per Capita Health Spending Divided By
Median Income, 1979–2002

SOURCES: Authors’ analysis of Current Population Survey (CPS), March supplements, Annual Demographics Files, 1980–2003,
except 1981; and Centers for Medicare and Medicaid Services, National Health Accounts, 1979–2002.
NOTES: Percentage uninsured (solid line) is scaled on the left axis, and per capita health spending divided by median income
(dashed line) is scaled on the right axis. Results for 1979–1999 have been adjusted to make them consistent with the insurance
verification question that was added to the CPS in 2001. The series for workers is restricted to those not covered as a dependent
or by a public program.
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EXHIBIT 3
Marginal Effects Of Demographic And Economic Explanatory Covariates On The
Probability Of Being Insured Among Workers Not Covered As A Dependent Or By A
Public Program

Marginal effect
on probability of
insurance

Mean value (%) Effect on percent
insured (percentage
point difference)Demographic characteristicsa 1987 2002

Female
Age (years)

19–24
25–34
45–54
55–64

0.030

–0.031
–0.012

0.019
0.045

39.3

13.1
33.0
16.8
11.5

42.6

10.1
25.0
24.5
13.4

0.096

0.095
0.098
0.143
0.087

African American
Hispanic
Asian

–0.054
–0.082
–0.058

10.8
7.9
2.5

11.6
13.6

4.3

–0.040
–0.475
–0.109

Divorced, single, never married
Children in family

–0.056
–0.008

39.7
43.3

43.5
40.5

–0.212
0.022

Less than high school education
Some college
College graduate
Homeowner

–0.068
0.025
0.059
0.048

13.7
21.6
26.4
61.5

10.9
27.9
30.8
65.5

0.187
0.158
0.255
0.192

Subtotal for demographic characteristics 0.498

Economic characteristics

Self-employed, incorporated
Self-employed, unincorporated

–0.019
–0.063

2.5
6.2

2.9
5.1

–0.008
0.069

Has two employers
Has three employers

–0.023
–0.059

11.3
4.0

9.2
2.4

0.050
0.091

Part-time worker (<35 hours/week)
Part-year worker (<40 weeks/year)

–0.061
–0.079

6.2
13.5

7.1
10.8

–0.057
0.211

Number of workers in firm
1–24
25–99
100–499
500–999

–0.149
–0.064
–0.029
–0.009

25.0
13.7
15.5

5.8

26.3
13.1
14.4

5.8

–0.192
0.036
0.031
0.000

Sector
Agricultureb

Mining
Construction
Durable goods
Wholesale, retail trade
Financial services
Other services
Entertainment
Professional services
Public administration

–0.008
0.027

–0.048
0.034

–0.029
0.027

–0.034
–0.033

0.022
0.040

2.6
0.8
7.1

21.9
18.1

7.1
8.6
1.1

19.4
5.2

2.2
0.5
7.7

16.1
18.3

6.4
9.9
1.8

24.2
4.8

0.004
–0.009
–0.029
–0.196
–0.005
–0.018
–0.043
–0.022

0.103
–0.013

Subtotal for employment characteristics 0.002

SOURCES: Authors’ analysis of Current Population Survey (CPS), March supplements, Annual Demographics Files, 1988–
2003; and Centers for Medicare and Medicaid Services, National Health Accounts, 1987–2002.
a The reference group is male, ages 35–44, white, married, without children, high school graduate, non-homeowner, not self-
employed, one employer, full-time and full-year worker, employed with a firm with 1,000 or more employees, employed in the
transportation industry.
b Because of question wording change and reorganization of occupational categories in the 2003 CPS, change in the
percentage of workers by industry is calculated from the 2002 CPS (in 2001).



2002 level (including the year covariates).
Based on CMS spending projections, we es-

timate that per capita spending for insured
adults will grow 7.4 percent per year from
2002 to 2013 and that personal income will
grow 4.6 percent per year over the same pe-
riod.16 Although health spending is projected
to grow more quickly than personal income
over this period, the projected difference in
growth rates over the next decade is not nearly
so large as the actual experience during 1999–
2002, when health spending grew 9.8 percent
annually, and income, only 2.2 percent.

Based on the projected growth rates for
health spending and personal income, we esti-
mate that the rate of uninsured nonelderly
workers will increase by 4.0 percentage points
to 27.8 percent in 2013. We estimate that the
uninsurance rate among all nonelderly Ameri-
cans will increase by 3.3 percentage points to
20.5 percent in 2013. With an expected popu-
lation of 271 million people under age sixty-
five in 2013, we estimate that there will be
fifty-six million uninsured Americans in this
age group, an increase of thirteen million over
the CPS estimate for 2002. Of this estimated
increase, 8.6 million occurs because of the ex-
pected increase in the proportion of the popu-
lation that is uninsured, and 4.4 million be-
cause of an increase in population size.

It is difficult to accurately project health
spending growth rates, and we performed sen-
sitivity analyses on our results. If health spend-
ing rises 4.6 percent per year from 2002 to 2013
instead of the the projected 7.4 percent per
year, then the affordability index would be vir-
tually unchanged, and the percentage unin-
sured would be virtually unchanged from its
current level. Conversely, if health spending
rises 9.4 percent per year, then we estimate
that there would be sixty-three million unin-
sured people in 2013—a very large increase
over the current level.

We estimate that for each 1 percent in-
crease in health spending (relative to personal
income), the number of uninsured people will
increase by 246,000. This estimate is similar to
an earlier estimate from the Lewin Group, us-
ing substantially different methods.17

Discussion
In 2001 we published a paper titled “The

Calm Before the Storm,” projecting that the
number of uninsured Americans would in-
crease rapidly as a result of health insurance
premiums rising more rapidly than personal
incomes. It is clear that a full-force storm blew
in from 1999 to 2002 and that the actual path
of the percentage uninsured, as shown in Ex-
hibit 2, followed the path we expected based
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EXHIBIT 4
Predicted Percentage Insured Among Workers, By Affordability Index

SOURCES: Authors’ analysis of Current Population Survey (CPS), March supplements, Annual Demographics Files, 1980–2003,
except 1981; and Centers for Medicare and Medicaid Services, National Health Accounts, 1979–2002.
NOTE: Predicted percentage insured is the mean predicted percentage insured among workers not covered as a dependent or by
a public program.
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on our estimated relationships between af-
fordability and coverage.

We expect the storm to continue during
the next decade. However, based on CMS
spending projections, its ferocity will lessen.
The CMS predicts that health spending for in-
sured people under age sixty-five will grow 2.4
percent per year faster than personal incomes
from 2002 to 2013. At this “moderate” rate of
spending growth, we expect that the number
of uninsured people will increase “only” thir-
teen million over the next de-
cade from its 2002 level, or
eleven million from the esti-
mate of forty-five million un-
insured people in 2003.18

Based on estimates from the
Institute of Medicine, this
will lead to an increase of
4,500 deaths annually and to
an increased annual loss of
human capital of $16–$32 bil-
lion.19 If the estimated growth rates for health
care prices and income are wrong (as they al-
most certainly are), it seems much more likely
to us that affordability will decline more
quickly than expected rather than more slowly,
and it seems more likely that the number of un-
insured people will increase more quickly than
projected rather than more slowly.

A good deal of research and discussion has
taken place on the effects of premium in-
creases on employers’ decisions to offer cover-
age, on the amount of premium contribution
required from employees, and on take-up rates
for employees and for dependents.20 Under-
standing the mechanisms through which pre-
mium increases translate into coverage de-
creases is useful for some purposes. However,
the strong relationship between the afford-
ability and coverage lines shown in Exhibit 2
and the logistic regression results that support
these main findings make clear that the main
message is simply this: It’s the premiums, stu-
pid. Regardless of whether health care benefits
are being paid out of the employer’s or the em-
ployee’s pocket, and without regard to the
amount of premium contribution that employ-
ees are required to make, there is a remarkably

tight relationship between affordability and
coverage rates.

Substantial expansions or contractions of
public coverage would certainly have an effect
on health insurance coverage over the next de-
cade; our projections are contingent on contin-
uation of the status quo for Medicaid and
SCHIP. We hope that public policy will
change and that as a result, our projections of
the number of uninsured Americans will be
overstated; however, we do not have enough

hubris to attempt to project
the direction or magnitude of
public policy change.

It is unlikely that we will
be able to solve the problem
of the uninsured without
some form of universal health
insurance coverage requiring
contributions from some
combination of employers,
employees, and taxpayers. It

is also unlikely that either our current system
of employer-sponsored coverage or an alterna-
tive system of universal coverage will be sus-
tainable without more effective efforts at cost
containment.

This work was supported by a grant from the
California HealthCare Foundation.
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