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Covering the Uninsured:  Options for Reform

Forty-five million people in the U.S., including 
nearly nine million children, lacked health insur-
ance in 2007. Not having insurance affects people 
of all ages, races and ethnicities, and income levels 
and impacts their access to health care, their 
overall health, and their financial security. While 
no consensus on a solution has yet emerged, the 
2008 presidential and congressional campaigns 
offer a forum for a vigorous debate on the issue. 

Health Coverage and the Uninsured

Americans obtain health care coverage through 
a complex system of private and public sources. 
While Medicare covers virtually everyone age 
65 and older, the majority of people under the 
age of 65 receive health insurance through 
their employer. For those who are low-income 
and without access to affordable private cover-
age, Medicaid and the State Children’s Health 
Insurance Program (SCHIP) may be available, 
though their reach is limited, covering mostly 
children. The gaps in the existing system leave 
one in six (17%) of those under age 65 without 
health insurance (Figure 1).

Who are the uninsured? 1

More than 80% of the uninsured come from working families. Uninsured workers are more likely to work for 
small firms and in industries (such as construction, agriculture and services) where fewer employers offer 
coverage. Despite strong ties to the workforce, about two-thirds of the uninsured are from families with 
incomes below twice the poverty level ($42,406 a year for a family of four in 2007) (Figure 2). Without an  
offer of coverage from their employer, private insurance is generally unaffordable for these individuals. 

Aside from the elderly, who are almost all covered by Medicare, the uninsured come from all age groups. Working 
age adults are the most likely to be uninsured, particularly those who are younger and working in low-wage 
jobs. Although public coverage for children is broader than for adults, one in five uninsured is under age 19. 
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•	 In 2007, 45 million nonelderly people in the United 
States lacked health coverage

•	 More than eight in ten uninsured people (81%) come 
from working families

•	 About two-thirds of the nonelderly uninsured are 
from low-income families (income below 200% of 
poverty, about $42,400 for a family of 4 in 2007)

•	 More than one in three people (35%) living in 
poverty are uninsured, compared with one in twenty 
people (5%) with family incomes at or above four 
times the poverty level

•	 Adults age 19-54 make up the majority (71%) of the 
nonelderly uninsured, but nearly 9 million children 
lacked health coverage in 2007

•	 Since 2000 the number of nonelderly uninsured 
has grown by 8 million—with the only decline in 
the number of uninsured occurring in 2007, largely 
driven by an increase in public coverage

•	 Uninsured adults are five times as likely as the 
privately insured to lack a usual source of care (54% 
vs. 10%) and four times as likely to postpone care due 
to cost (26% vs. 6%)

•	 Fully half of the uninsured report paying for health 
care and health insurance is a serious problem

Key Facts on the Uninsured
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Why are they uninsured?

Most Americans get health insurance 
through their job; however, employers are 
not required to offer coverage and since 2000 
the percentage of firms that offer coverage 
has declined. This decline has been driven, 
in part, by increasing health care premiums. 
The average cost for a family premium in 
2008 was $12,680, nearly double what it 
cost in 2000. Poor and near poor workers 
are less likely to be offered insurance by 
their employers, but even when offered 
coverage, they are at greater risk of losing 
that coverage. 2 

With enrollment reaching nearly 60 million, 
public programs are an important source of 
coverage for low-income families and people 
with disabilities who do not have job-based 
insurance, but they do not cover all people 
who are low-income nor do they reach all of 
those who are currently eligible. Medicaid 
and SCHIP together aim to cover nearly all 
low-income children, but eligibility for adults 
is more restricted. As a result, most adults 
who are not parents are ineligible for public 
programs even if they have incomes below 
the poverty level.

Why is being uninsured a problem?

Health care is unaffordable for many.  Families 
carefully weigh the costs of medical care 
against often equally essential needs—
knowing that medical bills for even minor 
problems can be more than they can afford. The uninsured are especially vulnerable because they mostly 
come from low-income families and they are far more likely to have problems paying for food and housing 
than those who have health coverage. 

High health care costs and fear of medical debt result in the uninsured going without care.  The uninsured pay 
for more than one-third of their care out-of-pocket and are often charged higher amounts for their care 
than the insured pay. 3  These bills can quickly translate into unaffordable levels of medical debt since most 
of the uninsured have low or moderate incomes and have little, if any, savings. 

Without insurance to cover health care costs, access to health care suffers. Having health insurance makes a 
difference in whether, when, and where people get needed care, and ultimately, how healthy they are.  
The uninsured are much more likely to postpone or forgo care due to cost than those with coverage. 4  
More than half of uninsured adults do not have a place where they regularly go when they are sick. 5   

Characteristics of Nonelderly Uninsured, 2007

FIGURE 2

Health Insurance Coverage of the Total Population, 2007

FIGURE 1
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As a result, they are often also less likely to receive preventive care and even standard treatment for 
chronic conditions. In addition, the uninsured are more likely to be hospitalized for health problems that 
could have been avoided. When hospitalized, they are less likely to receive services to diagnose and treat 
their conditions and are more likely to die in the hospital than insured patients. 6,7  It has been estimated 
that 22,000 people died in 2006 because they were uninsured. 8  

Options for Covering the Uninsured

Health care has emerged as one of the top priorities for the public in the 2008 election, and the campaigns 
provide a forum for fostering a national debate over this issue. While interest in reducing the number of 
uninsured remains high, there is little consensus on the solution. Some advocate incremental changes 
to the existing health care system while others favor more significant changes to how people obtain 
coverage. 

The solutions currently being debated offer broader approaches to addressing not only the problem of the 
uninsured, but other problems plaguing the health care system, such as rising health care costs and the 
need to improve quality and efficiency. The approaches summarized below also reflect different visions for 
how the health care system should be structured. 

Build on the current system

One approach to reforming the health care system is to build on and strengthen the current mechanisms 
for providing individuals and families with coverage, which include employer-based coverage and public 
programs. This approach would also create new avenues to coverage for those who are uninsured.

Strengthen the employer-based system.  Proposals aimed at increasing coverage through the workplace 
combine “pay or play” requirements for larger employers with incentives for small employers. “Pay or play” 
mandates require employers either to provide health coverage or pay into a pool to help finance the cost 
of coverage for their employees. Tax incentives, in the form of tax credits or direct subsidies designed to 
lower premium costs, would be used to encourage small employers to offer coverage to their employees. 

Expand public coverage by building on Medicaid and SCHIP.  The Medicaid and SCHIP programs can provide 
a foundation for expanding coverage, particularly to low and modest income individuals and families. 
Proposals would extend coverage to all poor adults and would also expand SCHIP to cover children with 
family incomes up to 300% of the federal poverty level. 

Create new group insurance options for individuals and businesses.  For those without coverage options, 
a new national purchasing pool would be created, modeled after the Federal Employee Health Benefits 
Program and offering a range of health plan options that could be purchased by businesses for their 
employees or by individuals. 

Revise the sponsorship and financing of health coverage through the tax system

Our current system promotes employer-based coverage by not counting the value of the health care ben-
efit as taxable income for the employee; however, this tax benefit is not available to those who purchase 
insurance on their own. Reforming the tax code to eliminate the tax preference for employer-based cover-
age provides an alternative to employment-linked coverage. This approach would replace the current tax 
exclusion for employer-based insurance with a refundable tax credit for individuals and families to be used 
to purchase insurance. Individuals could obtain coverage through an employer if offered, but would be 
encouraged to purchase health insurance on their own through the individual insurance market. 
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Adopt a single-payer plan

To fully address the inefficiencies and gaps in the current system, some argue that it is necessary to 
replace the way we finance and deliver health care with a government financed and organized plan. One 
approach is Medicare for All, under which the government would contract directly with private providers 
and possibly insurance companies to provide services to beneficiaries, much like it does today for seniors 
enrolled in Medicare. While the government would finance the coverage through income and other taxes, 
the health care delivery system would remain largely private.

Assessing the Candidates’ Positions

Reflecting the public’s interest in health care this election season, the two major party candidates have 
proposed broad reform plans. However, the goals of the plans and their approaches to expanding cover-
age differ in key ways. Senator Obama has proposed a plan that aims to achieve near-universal coverage 
by building on the existing employer-based system, expanding public programs, and providing new 
coverage options through the creation of a National Insurance Exchange. Senator McCain’s plan empha-
sizes strategies to control rising health care costs, but would also replace the existing tax preference for 
employer-based coverage with a refundable tax credit as a way to expand coverage.

Included below are a series of questions to help evaluate the candidates’ proposals.

★	 How many uninsured would be covered as a result of the proposal?

★	 Would the proposal reorganize the health care system in significant ways or would it make 
incremental changes that build on the existing structure?

★	 How would the proposal affect those who already have health insurance?

★	 What role would public programs like Medicaid, SCHIP, and Medicare play under the proposal?  
Would these programs be expanded or altered in significant ways?

★	 Does the proposal provide financial assistance to help people purchase private or public insurance?  
If so, is the subsidy adequate to make coverage affordable? 

★	 Does the proposal provide a mechanism for holding in check premium costs and medical expenses? 
Are there limits on out-of-pocket spending?

★	 How does the proposal define health insurance coverage? Does it establish minimum benefits that 
must be covered?

★	 Does the proposal address the challenges people with health problems face in obtaining affordable 
health insurance?

★	 How much would the proposal cost, and how would it be financed?
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