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An Analysis of the Dynamics of Health  
Insurance Coverage and Implications  

for Employer-Mandated Insurance 

Executive Summary

Over the last several years, there has been a 
lot of attention paid to the increasing number 
of Americans without health insurance. News  
reports often discuss the 45 million people— 
representing 16 percent of the population—who 
are uninsured. The increasing number of unin-
sured Americans is a concern because these 
individuals are less likely to receive adequate 
medical care. For example, studies have shown 
that the uninsured are three times more likely 
than those who are insured to delay seeking 
health services due to their expense. 

Most current estimates of the uninsured, how-
ever, are point-in-time estimates that fail to fully 
grasp the dynamics of insurance coverage. For a 
host of factors—not the least of which is the de-
pendence on the labor market for the provision 
of a large portion of health coverage—health 
coverage for many Americans is very volatile. 
As a result, point-in-time estimates potentially 
underestimate the number of uninsured and fail 
to provide the information necessary for craft-
ing effective health care policies. For example, 
if the majority of the uninsured lost insurance 
because they frequently switched jobs, then a 
law mandating employer-provided coverage, 
such as California’s recently defeated Proposi-
tion 72, would do little to assist them. 

This study, by Drs. Robert Fairlie and Rebec-
ca London, uses paired samples from multiple 
years of the Current Population Survey (CPS) 
to explore the dynamics of health coverage in 
the United States. In particular, it estimates the 
factors that cause an individual to gain or lose 
coverage from year to year. These dynamics are 
critical for the creation of constructive policies 
to increase access to health coverage.   

In their study, the authors found that employ-
er size plays a crucial role in insurance status. 
While most health insurance mandates exempt 
small employers, the authors found that “it is 
precisely these [small] firms that are associated 
with the higher rates of insurance loss and the 
lowest rates of gain.” As such, policies that ig-
nore these firms will be unable to effectively  
increase coverage. The authors also found that 
the unemployed suffer lower rates of insurance 
gain and higher gains of insurance loss from 
year to year. Again, mandated health insurance 
policies—because they affect only those who 
are in the labor force—can do little to help the 
unemployed uninsured. 

Health Insurance Transition Rates
According to the CPS, 85.6 percent of adults 

had health insurance in the first year studied and 
7.5 percent of these individuals lost coverage in 
the subsequent year. Examining the 14.4 percent 
who were uninsured, we see that 46.2 percent of 
those adults gained health insurance by the end 
of the following year.

Breaking out these transition rates for various 
groups, the authors found that skill level had a 
significant effect on insurance status. Specifi-
cally, high school dropouts are 28 percent less 
likely to be covered than college graduates, and 
18 percent less likely to be covered than high 
school graduates. More than one-third of these 
high school dropouts (compared to 14.4 percent 
of the total adult population) are uninsured and 
only 34.4 percent of these uninsured dropouts 
get coverage in the subsequent year (compared 
to 46.3 percent of all adults).

Overall, minorities have lower rates of cov-
erage than whites. For example, African  
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Americans have an insurance rate of 80.5 
percent compared to 89.2 percent for white,  
non-Latinos. This difference is due almost en-
tirely to a higher rate of insurance loss between 
the two years—with African Americans facing 
an insurance loss rate double that of whites.  

Employment Status and Insurance Coverage
Perhaps unsurprisingly, employment status is 

a critical factor in coverage. In total, those work-
ing full-time and full-year have the highest rate 
of insurance coverage and gain, and the low-
est rates of insurance loss. The authors found 
that “any part-time, part-year or unemployed 
period is associated with lower rates of health 
insurance gain.” For example, 38.3 percent of 
the individuals who spent the entire first year 
unemployed were uninsured (compared to 14.4 
percent of the population). Nearly 18 percent 
of insured but unemployed adults lose cover-
age within the year. Overall, the authors found 
that unemployment and part-time status are as-
sociated with lower rates of insurance coverage  
and gain.

Employees losing their job in the first year 
experienced a 19.9 percent decline in health 
insurance coverage. In addition, gaining a job 
between the two years caused a 16 percent de-
crease in insurance coverage—most likely as 
a result of a waiting period for new coverage 
and the end of stopgap health coverage such as 
Medicaid or COBRA. These results show that 
frequent job switching would be expected to 
result in lower coverage rates. Most mandates 
have a waiting period (normally three months) 
and don’t cover unemployed adults—making 
them generally ineffective at improving cover-
age for these individuals. 
Employer Size and Insurance Status

Employer size is one of the largest determi-
nants of insurance gain. Uninsured individuals 
at small firms are least likely to gain insurance 
from year to year. In addition, those moving 
to employment in a small firm have the lowest 
rates of insurance gain, with only 32 percent of 
these individuals gaining insurance, compared 
to 68 percent of those moving to a large firm. 

The correlation between insurance loss and 
employer size is equally striking. Employees 
working in the smallest firms have the highest 
likelihood of insurance loss compared to those 
at larger firms. Movement into employment at 
a small employer is associated with higher than 
average rates of health insurance loss and much 
higher rates than those faced by employees mov-
ing into employment in a large firm. All of these 
estimates are consistent with small firms being 
less likely to provide benefits or providing less 
attractive coverage (either in terms of cost or 
choices) than large firms. Many of the proposed 
employer mandates, including Proposition 72 in 
California, exempt these small businesses from 
their requirements. 

Policy Implications
Overall, the authors find that groups such 

as high school dropouts, the unemployed, and 
those working at small firms (1–9 employees) 
have the highest risk of insurance loss from year 
to year. These factors are important because re-
cent attempts to mandate employer-provided 
coverage exempted both employees of small 
firms and those that work few hours and, as a  
result, appear to miss a large portion of the unin-
sured. In addition, the very nature of attempting 
increase coverage by utilizing the labor market 
ignores the unemployed, despite the fact that 
this research “indicates that the unemployed 
are one of the groups at highest risk of health  
insurance loss.”

Before moving forward with policies de-
signed to address the problem of the unin-
sured, it is important that elected officials and 
policymakers fully understand the underlying  
dynamics of gains and losses in insurance as de-
scribed in this paper. This research shows that 
certain demographic and employment groups 
have alarmingly low insurance rates and that the 
provisions of mandates such as Proposition 72 
“exempted or excluded some of the most at-risk 
groups.” The authors do state that these groups 
may have been exempted because it is difficult 
to create a mandate that reaches small employ-
ers and part-time employees without destroying 
job opportunities. 
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Introduction
In 2003, nearly 45 million people, or 16 

percent of the U.S. population, lacked health  
insurance. Trends indicate that both the number 
and rate of uninsurance have increased since the 
late 1980s (DeNavas-Walt, Proctor, and Mills 
2004). Low-income individuals are especially 
likely to be uninsured, with 24 percent lacking 
health insurance in 2003. Even so, the majority 
of uninsured adults come from a working fam-
ily (Kaiser Commission on Medicaid and the 
Uninsured 2003). Among those with insurance,  
employer-provided insurance accounts for 
the largest source—72 percent of covered in-
dividuals had an employment-based plan  
(DeNavas-Walt, Proctor, and Mills 2004). Yet 
there is evidence that among workers, the rate of 
employer-sponsored health coverage declined 
in the 1980s and 1990s (Farber and Levy 2000), 
and this decline was most pronounced among 
low-income workers (Holahan 2003). 

Understanding the reasons for lack of health 
insurance and the characteristics of the un-
insured is important because the absence of 
health insurance can result in negative exter-
nalities for society. For instance, people who 
are uninsured are three times as likely as those 
who are insured to delay seeking health servic-
es due to their expense (Kaiser Commission on 
Medicaid and the Uninsured 2003). The unin-
sured are far less likely to receive medical care 
in a doctor’s office or other sources of regular 
care and are more likely than those with insur-
ance to be seen in hospital emergency rooms 
(Kaiser Commission on Medicaid and the  
Uninsured 2003). One estimate suggests that 
the value of uncompensated health care ser-

vices to the uninsured is roughly $35 billion 
annually (Institute of Medicine of the National  
Academies 2003). Miller et al. (2004), instead, 
estimate a lower bound of $65–$130 billion in  
economic losses (including social costs) resulting 
from uninsurance. From the patient’s perspec-
tive, there is concern that lack of health insurance 
may place the uninsured at substantial financial 
risk. In contrast, the presence of health insur-
ance has been associated with better health status, 
particularly for low-income groups and other  
vulnerable populations (Levy and Meltzer 2001). 

The focus in past literature on health in-
surance coverage at a point in time and its  
consequences, however, may greatly understate 
the problem of uninsurance in the United States. 
Estimates from Survey of Income and Program 
Participation (SIPP) and those reported in this 
study indicate that health insurance coverage 
over time is volatile, especially for low-skilled 
workers. For example, data from the SIPP indi-
cate that among full-time workers in 1999, 16 
percent experienced at least one month without 
health insurance (Bhandari and Mills 2003). 
Nearly 25 percent of individuals without a high 
school diploma were uninsured for at least  
one month in the same year. 

Furthermore, intermittent health insurance 
appears to be much less beneficial than con-
tinuous coverage and results in outcomes that 
more closely resemble the outcomes of the 
continuously uninsured (Baker et al. 2001). In  
particular, intermittent coverage has been shown 
to result in use of fewer preventive health ser-
vices (Sudano and Baker 2003) and increased 
problems in accessing medical care and fol-
lowing up on this care (Schoen and DesRoches 
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2000). Previously uninsured or intermittently 
insured adults who gain access to health insur-
ance tend to show improvements in their use of 
medical services, although it may take several 
years for this to occur (Sudano and Baker 2003; 
McWilliams et al. 2003). 

Previous research does not identify a dol-
lar value on the cost of health insurance  
volatility per se, but the cost of this volatility is  
partially embedded in the cost of uninsurance. 
In the cross-section, the uninsured are in the 
midst of a spell of uninsurance that will likely 
end at some point in the future. To the extent 
that being uninsured intermittently affects ac-
cess to care during the spell of uninsurance, 
these costs are likely captured in the estimates of 
the costs of uninsurance. However, because in-
termittent coverage can lead to later access and 
follow-up care problems, there are likely to be  
additional costs associated with volatility in  
health insurance coverage. 

Although low rates of health insurance  
among certain demographic and employment 
groups, such as disadvantaged minorities, less-
skilled workers and the unemployed, have been 
well documented, we know relatively little 
about the dynamic patterns of health insurance 
coverage among these groups. To the extent that 
lapses in health insurance coverage measured in 
a static model are associated with turnover in 
coverage, it is important to understand the extent 
of this issue and its causes. Examining point- 
in-time insurance coverage may mask important 
differences in rates of health insurance transi-
tions, which are the force behind differences in 
static rates. For example, the low rates of cov-
erage among part-time and small-employer 
workers may be due to high rates of insurance 
loss, low rates of gaining insurance, or a com-
bination of the two. Furthermore, very little is 
known about the extent to which changes in job 
characteristics are associated with gains and loss-
es of health insurance. This may be especially  
important for less-skilled workers who have 
high rates of job turnover and unemployment. 

An improved understanding of the dynam-
ics of health insurance coverage may have  
important policy implications. Concerns about  
uninsured workers, particularly those work-
ing part-time and for smaller employers, have 
prompted a number of policy proposals aimed 
at addressing gaps in employer-provided  
insurance. Most recently, California’s state 
legislature passed SB 2 in 2003, which in-
cluded both a play-or-pay option—requiring 
most firms to pay for health insurance directly 
or pay into a public benefits system—and an 
individual mandate that employees be cov-
ered by health insurance. SB 2 was put on the 
November 2004 ballot as a referendum for  
California voters, who narrowly defeated the 
measure. Other states, such as Massachusetts 
and Oregon, have also attempted play-or-pay 
legislation, but have failed to implement such  
programs. The small margin of defeat in Cali-
fornia and the appearance of other play-or-pay 
schemes in legislation across the United States  
suggest that mandated employer-sponsored in-
surance will reappear on the landscape in the  
not-too-distant future. 

Previous research does not address whether 
the additional employees targeted for health 
insurance coverage under employer-mandate 
proposals align with those at highest risk for 
uninsurance or insurance loss. Furthermore, 
we know little about the extent to which other 
groups exist with similarly high risks of lack-
ing health insurance. If individuals who are the 
most likely to experience health insurance losses 
from one year to the next are primarily the ones 
who change jobs, move to part-time work, or 
switch to having multiple jobs at different firms,  
employer-mandate programs such as Cali-
fornia’s SB 2 may have a significant effect.  
However, if individuals lose insurance due to 
movement from a larger employer (that would 
be covered by SB 2) to a very small one (that 
would not be covered by SB 2) or for other 
reasons, such as loss of spousal coverage, the ef-
fects of this type of insurance mandate could be 



Employment Policies Institute / www.EPIonline.org
5

much smaller. An analysis of transitions will 
reveal the extent to which volatility in health 
insurance coverage is primarily associated with  
low-income or less-skilled workers, those whom 
SB 2 and other similar proposals most intend  
to assist. 

In this study, we examine annual transi-
tions into and out of health insurance coverage  
using matched data from the 1996 to 2004 An-
nual Demographic Files (ADF) of the Current 
Population Survey (CPS). We address several 
questions using one-year panel data created by 
matching consecutive years of the CPS. First, 
we examine patterns of health insurance cov-
erage transitions across detailed demographic 
and employment characteristics. The focus is 
on identifying the causes of low rates of health  
insurance among specific groups, such as minor-
ities, less-educated workers, part-time workers, 
and workers at small employers. Are they due to 
high rates of health insurance loss, low rates of 
obtaining health insurance, or both? Second, we 
examine which groups have the highest (lowest) 
probability of losing (gaining) health insurance. 
Of special interest is identifying the factors that 
are independently associated with health insur-
ance loss or gain. Finally, the large sample sizes 
and longitudinally matched CPS data allow us to 
explore the relationship between changes in job 
characteristics and health insurance loss or gain 
over a two-year period. We examine whether 
and how much job loss, full-time to part-time 
work, large employer to small employer, and 
other changes in job characteristics are as-
sociated with health insurance loss. We also  
examine the factors associated with gaining 
health insurance. 

Previous Studies 
The literature on health insurance dynamics 

has concentrated on two areas: studies of the 
effects of health insurance on job mobility and 
analyses of the duration and characteristics of 
uninsurance spells. In this section, we provide 

a brief overview of the findings from each of 
these literatures. Research on year-to-year tran-
sitions in health insurance is limited, and, to our 
knowledge, the independent effects of both de-
mographic and employment characteristics on 
health insurance gain and loss have not been ex-
amined in the previous literature.

Health Insurance and Job Turnover 
Health insurance literature has established 

a relationship between health insurance and la-
bor supply. Research has shown that when the 
source of health insurance is not linked to one’s 
own employment, individuals are less likely to 
be employed (Gruber and Madrian 2001). This 
is particularly the case among married women, 
whose propensities to work depend on the avail-
ability of health insurance from their husbands. 

This link between health insurance and labor 
supply may also have the inverse effect—the 
presence of health insurance may reduce job 
mobility. The literature on job turnover and 
health insurance has concentrated largely on 
the role of health insurance in creating “job 
lock,” a phenomenon that results when em-
ployees opt to stay at their jobs because of their 
health insurance coverage. A problem with ex-
amining the effects of health insurance on job 
mobility is the potential endogeneity of health  
insurance coverage with other unmeasurable 
job characteristics. Jobs that provide health in-
surance might also be qualitatively better jobs 
for other reasons, leading to a reduced desire to 
leave these jobs for reasons unrelated to health 
benefits. The literature has dealt with this en-
dogeneity problem in several ways (Gruber and 
Madrian 2001), and studies demonstrate wide 
divergence in estimated effects of health insur-
ance on job lock. For instance, Madrian (1994) 
estimates that job lock results in a 25 percent re-
duction in job turnover. In response to Madrian 
(1994), Kapur (1998) uses comparable data and 
different econometric specifications and finds 
no evidence of job lock. In a review of the job 
lock literature, Gruber and Madrian (2001) con-
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clude that job lock estimates range from a lower 
bound of 10 percent to an upper bound of 25–
30 percent. Consistent with this, research has 
shown that job lock may pertain only to certain 
groups (Gilleskie and Lutz 2002). Even where 
job lock exists, the literature seems to indicate 
that it is a short-term problem, due at least in 
part to the availability of employer-provided  
insurance for former employees through the 
Consolidated Omnibus Budget Reconciliation 
Act of 1985 (COBRA) (Gilleskie and Lutz 
2002; Gruber and Madrian 1994). 

Expanding the consequences of job lock to 
the children of low-income parents, Marquis 
and Kapur (2003) find that parents who do not 
have health insurance coverage remain in their 
jobs for shorter durations than those who have 
health coverage. When they control for other 
factors, the authors find that the role of insur-
ance coverage diminishes, suggesting that other 
factors also play an important role in parents’ 
job-moving decisions. 

Health Insurance Dynamics 
The literature on health insurance dynamics 

emphasizes that a dynamic approach to study-
ing health insurance coverage represents an  
improvement over point-in-time analyses. If 
spells of uninsurance are short and end with 
regained insurance coverage, we might be less 
concerned about the problem of insurance. If, 
however, those who are uninsured remain un-
insured for long periods, or repeatedly gain and 
lose insurance, we might be more concerned 
about the well-being of the uninsured. 

Studies of health insurance dynamics have 
mostly focused on the duration of uninsurance 
spells and the characteristics of individuals 
with longer spells. One of the pioneering stud-
ies in this area found that half of uninsurance 
spells end within four months, and 15 percent 
last more than two years (Swartz and McBride 
1990). More recent data published by the Con-
gressional Budget Office (CBO) indicate an 
increase in the share with longer spells—41 

percent of uninsurance spells lasted less than 
four months and 18 percent lasted more than 
two years (CBO 2003). The CBO study also 
documents that poor, less educated, and Latino 
families are more likely than others to have un-
insurance spells that last more than two years. 
Certain factors lead to higher probabilities 
of exit from spells of uninsurance, including  
higher educational attainment, non-poverty 
family income, and prior employment in vari-
ous industries (e.g., manufacturing, trade,  
utilities, finance/insurance/real estate, and 
business and professional services) (Swartz,  
Marcotte, and McBride 1993). Focusing spe-
cifically on poverty and uninsurance, McBride 
(1997) finds that one-quarter of the uninsured 
are poor individuals who have been uninsured 
for more than a year. Forty-two percent of the 
uninsured have incomes less than 150 percent 
of the federal poverty line and have been unin-
sured for more than a year. 

Taking a slightly longer time perspective 
than other studies, Short and Graefe (2003) 
identify that the majority of individuals who 
were uninsured lacked insurance for more than 
12 months over a four-year period. During this 
four-year period, one out of three working-age 
adults had a lapse in coverage of some duration. 
They identify several patterns of insurance cov-
erage associated with these lapses, including 
onetime coverage gaps as well as repeated gaps  
in coverage. 

Although much of the literature on health 
insurance transitions relies on monthly data, 
Monheit, Vistnes, and Zuvekas (2001) pro-
vide estimates of annual transitions in health  
insurance from using the 1996 Medical Expen-
diture Panel Survey (MEPS). They find that 
30 percent of individuals who were uninsured 
in January 1996 gained insurance in the sub-
sequent year. Conversely, among those with  
private insurance in January 1996, 8 percent lost 
coverage during the subsequent year (19 percent 
for those with public insurance). 

These estimates point to the importance of 
studying health insurance dynamics; however, 



Employment Policies Institute / www.EPIonline.org
7

previous studies have not examined in detail the 
job characteristics associated with individuals 
who gain and lose health insurance. The CBO 
report includes statistics on spell duration for 
those in different firm sizes, but is purely de-
scriptive. This study contributes to the literature 
by identifying the groups most at risk of los-
ing and gaining health insurance from one year 
to the next. Sample sizes in the CPS are large 
enough to examine transitions among very de-
tailed demographic groups and employment 
characteristics. Finally, we model both sides of 
the transition: entry into insurance and exit from 
insurance. The large sample sizes available in 
the CPS are especially important for identifying 
factors associated with gaining health insurance 
because the analysis relies on the uninsured 
sample in the first survey year. 

Data 
We use data from the 1996 to 2004 Annual 

Demographic and Income Surveys (March) of 
the CPS. The survey, conducted by the U.S. Cen-
sus Bureau and the Bureau of Labor Statistics, 
is representative of the entire U.S. population 
and interviews approximately 50,000 house-
holds and more than 130,000 people. It contains 
detailed information on health insurance cover-
age, employment, demographic characteristics 
and income sources. 

Although the CPS is primarily used as a cross-
sectional dataset offering a snapshot at a point 
in time, it is becoming increasingly common to 
follow individuals for two consecutive years by 
linking surveys. Households in the CPS are in-
terviewed each month over a four-month period. 
Eight months later they are re-interviewed in 
each month of a second four-month period. The 
rotation pattern of the CPS makes it possible to 
match information on individuals in March of 
one year who are in their first four-month rota-
tion period to information from March of the 
following year, which represents their second 
four-month rotation period. This creates a one-
year panel for up to half of all respondents in 
the first survey. To match these data, we use the 

same criteria as Madrian and Lefgren (2000) 
for matching the CPS March ADF from 1996 
to 2000, but use modified criteria for the 2001 
to 2004 data.1 Across the 1996–2004 CPS sur-
veys we find that roughly 75 percent of CPS  
respondents in one survey can be identified in the  
subsequent year’s survey. 

Using the matched CPS data, we can iden-
tify whether an individual’s health insurance 
status changes over time, as well as changes 
in employment, hours worked, and employer 
size. One drawback to these data is that when 
respondents leave a particular household they 
are not followed to their next household. A 
consequence of this is that when households  
dissolve due to marital breakup, the CPS does 
not reinterview both marital partners. We are 
therefore unable to reliably examine insurance 
gain and loss due to marital status changes, and 
focus instead on gain and loss due to changes in  
employment characteristics. 

We examine the extent to which individual 
demographic and employment characteristics 
are associated with health insurance gain and 
loss from year to year. Included in our analysis 
are sex, race/ethnicity, education, age, hourly 
wage, family income, home ownership, labor 
force status, class of worker, employer size, and 
industry. Appendix Table A.1 provides descrip-
tive statistics for these variables. 

The health insurance variables used for this 
analysis refer to the respondent’s health in-
surance in the year prior to the March survey. 
The one-year transition identifies any changes 
in coverage people experience over the course 
of one year to what they experience over the 
course of the next year. We rely on labor market 
variables that cover the same time period. The 
transitions can therefore be thought of as cover-
ing two full years, the 12 months prior to the 
first survey year and the 12 months prior to the 
second survey year. 

Comparisons among estimates of health 
insurance coverage using the CPS and other  
datasets that include a point-in-time measure of  
health insurance reveal similar numbers of  
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uninsured individuals. Estimates from the SIPP, 
MEPS and National Health Interview Survey 
(NHIS)  indicate that roughly 40 million in-
dividuals were uninsured at the time of the  
survey in 1998 (CBO 2003). Estimates from the 
CPS for the number of individuals with no in-
surance for the entire year are also roughly 40 
million, suggesting that the CPS overstates the 
number of individuals uninsured over the entire 
year. Indeed, estimates from the SIPP and the 
MEPS, which also include multiple observa-
tions over the year, indicate that 21.1 and 31.1 
million people, respectively, are uninsured for 
the entire year. Thus, CPS respondents may be 
underreporting health insurance coverage at any 
point over the previous calendar year because of 
recall bias or because they simply report their 
current coverage (see Bennefield 1996, Swartz 
1986 and CBO 2003 for further discussion).  
Although these problems may alter the inter-
pretation of our results, the measure of health  
insurance status does not change from year to 
year, and thus allows for an analysis of tran-
sitions in status. We assume that respondents  
interpret the question correctly. 

The percentage of individuals who report 
not having insurance over the previous year 
provides an estimate of the percentage of in-
dividuals who are currently experiencing an  
uninsured spell of at least one year. We can also 
estimate the percentage of individuals who are 
currently experiencing an uninsured spell of at 
least two years by examining the percentage of 
individuals who were uninsured in the first sur-
vey year and the second survey year. Estimates 
from our matched CPS sample indicate that 15 
and 8 percent of adults are currently experienc-
ing an uninsured spell of at least 1 and 2 years, 
respectively. Although not directly comparable, 
estimates from the SIPP indicate that approxi-
mately 13 percent of individuals are currently 
experiencing an uninsured spell of more than 12 
months (CBO 2003). 

Results
Health Insurance Transition Rates 

Table 1 reports health insurance coverage 
and transition rates using the CPS sample. The 
coverage rates measure health insurance at any 
point in the previous year and capture all types 
of health insurance coverage. In total, 85.6 per-
cent of adults in the CPS sample have health 
insurance in the reference year, which we refer 
to as the first survey year or year t. Among the 
14.4 percent of individuals without insurance in 
the first survey year, column 2 shows that 46.2 
percent gain insurance in the subsequent year. 
For those who are insured in year t, column 3 
reports that 7.5 percent lose coverage in the  
subsequent year. 

By examining transitions into and out of 
coverage, we are able to better understand the  
reasons some groups have higher and lower 
rates of uninsurance. For instance, men and 
women have coverage rates that differ by ap-
proximately 2 percentage points. The rates of 
health insurance loss for men and women are 
nearly identical, but the rates of gain among the 
uninsured are not. Men have a lower propen-
sity to gain insurance than women; 43 percent 
of uninsured men gain insurance in the subse-
quent year compared to 49 percent of women. 
Thus, the low rate of health insurance coverage 
for men relative to women is due entirely to the 
lower re-insurance rate among uninsured men. 

Examining health insurance patterns by race 
and ethnicity, we find that the health insurance 
coverage rate for African Americans is 80.5  
percent, compared to 89.2 percent for white, 
non-Latinos. This difference is due almost en-
tirely to higher rates of insurance loss, which 
are nearly double for African Americans than 
for whites. Latinos have even lower rates of 
coverage at 66.9 percent. Unlike African Amer-
icans, the lower rate is due both to a lower rate 
of health insurance gain (33.3 percent compared 
to 50.4 percent for whites) and a higher rate of 
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health insurance loss (16.3 percent compared to 
5.8 percent for whites). Asians also have a lower 
rate of health insurance coverage than whites, 
at 81.5 percent. Similar to African Americans, 
the difference is due entirely to higher rates of  
insurance loss. 

Large differences in health insurance cov-
erage and transition rates can be seen by  
education level as well. High school dropouts 
are 28 percentage points less likely to be cov-
ered than college graduates, and 18 percentage 
points less likely to be covered than high school 
graduates. More than one third of all high school 
dropouts are uninsured. The low rate is caused 
by a health insurance rate of 17.4 percent and a 
health insurance gain rate of 34.4 percent. 

Finally, health insurance coverage varies by 
region of the country. Residents of the South 
and West have lower rates of coverage overall, 
compared to those in the East and Midwest. 
These lower rates stem from both higher rates 
of insurance loss among the insured and lower 
rates of insurance gain among the uninsured. 

Table 2 reports health insurance coverage 
and transition rates by labor force and em-
ployment characteristics. Labor force and job  
characteristics are measured in the first survey 
year and refer to labor force participation and 
employment in the year prior to the survey. 

In total, 77.5 percent of those without a job 
during the full year had health insurance. Of 
the 22.5 percent who were not insured, 42 per-
cent gained insurance in the subsequent year 
and among those with insurance, 10.6 percent 
lost coverage during the following year. Unem-
ployed individuals fare far worse than those who 
are not in the labor force in both their static and 
dynamic measures of health insurance cover-
age. Those who spend all of the first survey year 
unemployed have an insurance coverage rate 
of 61.7 percent. Just 34.4 percent gain health  
insurance during the subsequent year, a percent-
age far lower than those who are not in the labor 
force. Among the insured, 17.7 percent lose it 
during the subsequent year. Individuals who are 

not in the labor force retain coverage at higher 
rates than those who are unemployed, possibly 
because they are covered on another policy, such 
as that of a spouse or a government program. 

Employed workers are more likely to be in-
sured than those without employment. A total  
of 86.9 percent of those who had any employ-
ment in year t were insured. Among those  
without insurance who were employed, 47.2 
percent gained insurance during the subsequent 
year. Among those with insurance, 7.1 per-
cent lost it during the subsequent year. Those 
working full-time (35+ hours per week) and 
full-year (50+ weeks per year) have the high-
est rates of insurance coverage and health  
insurance gain, and the lowest rate of health 
insurance loss among the employment groups. 
Working full-year, even if it is in a part-time 
job, protects against health insurance losses, but 
does not necessarily improve health insurance 
gains over part-year employment. Those work-
ing part-year, particularly when accompanied 
by unemployment in the remainder of the year, 
have the lowest rates of insurance coverage 
and the highest rates of health insurance loss. 
As was shown in the statistics for those who 
are not working, being unemployed is far more 
damaging to health insurance status and the  
probability of health insurance loss than being 
out of the labor force. 

Overall, unemployment, especially over the 
entire year, and part-time status are associated 
with lower rates of health insurance coverage. 
Our estimates of transition rates from the CPS 
clearly indicate that these differences are driven 
by both higher probabilities of losing health 
insurance and lower probabilities of gaining 
health insurance for these groups.

As noted above, the previous literature has 
shown that employees in smaller firms are less 
likely to be covered by health insurance. The 
estimates reported in Table 2 support this find-
ing, indicating that health insurance coverage 
increases almost monotonically with detailed 
employer size. Our findings also show that as 
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employer size increases, the probability of mov-
ing from no insurance into insurance increases 
as well. And, as employer size increases, the 
probability of losing health insurance declines. 
Working at a very small firm is particularly 
damaging to health insurance coverage. Those 
working at very small firms of fewer than 10 
employees have a health insurance loss rate that 
is the same as those who do not work during the 
year. In contrast, working at a firm that has 100 
or more employees results in health insurance 
loss rates that are much lower than the U.S. av-
erage. Finally, fewer than 7 percent of workers 
at firms with 500 or more employees are unin-
sured and only 5.4 percent of these workers lose 
health insurance over the following year. 

As one might expect, government employ-
ees are far more likely to be covered than those 
working for a private employer. Self-employed 
individuals are less likely than the other two 
groups to have health insurance, with rates 
comparable to those who have no job. The rate 
of health insurance gain for government em-
ployees is very high and the rate of insurance 
loss is quite low—the extremes we see in the 
table. Those working for private employers and 
in self-employed jobs have higher rates of loss 
and lower rates of gain. Self-employed work-
ers are at a high risk of losing health insurance 
from one year to the next (9.3 percent) and if 
uninsured have a low probability of regaining 
insurance (41.7 percent).

Factors Associated with Risk of Health 
Insurance Gain and Loss 

The estimates reported in Tables 1 and 2 point 
to the importance of examining transition rates 
in understanding the reasons that some groups 
face higher and lower rates of health insurance 
coverage. It is likely, however, that many of the 
characteristics associated with high rates of in-
surance loss and low rates of insurance gain are 
correlated. For example, less-educated work-
ers are more likely to be unemployed, both of 
which contribute to health insurance loss. To 
identify the independent effects of these char-

acteristics, we estimate probit regressions for 
health insurance transitions.2 We first examine 
the factors associated with the probability of 
losing health insurance from the first to second 
survey years, which are reported in Table 3. We 
are reluctant to identify these as causal factors, 
and instead view them as characteristics that 
place certain individuals at higher risk of health  
insurance loss. 

Specification 1 of Table 3 includes a detailed 
set of demographic characteristics as control 
variables. Findings indicate that being a minor-
ity is associated with a higher probability of 
health insurance loss. African Americans are 
2.4 percentage points more likely to lose insur-
ance than whites, Latinos are 3.3 percentage 
points more likely, and Asians are 1.6 percent-
age points more likely to lose health insurance. 
Being an immigrant increases the probability of 
losing insurance by 4.2 percentage points net 
of race and ethnicity. As was shown in the raw 
statistics, being less educated is associated with 
higher rates of insurance loss at all reported lev-
els relative to college graduates. Being a high 
school dropout is associated with the largest 
probability of health insurance loss, at 8.2 per-
cent, relative to college graduates. As expected, 
the independent effects of these characteris-
tics on health insurance loss are smaller in this 
multivariate analysis. For example, the raw dif-
ference in health insurance loss rates between 
African Americans and whites is 5.7 percent-
age points compared to the 2.4 percentage point  
difference after controlling for other character-
istics, such as education. 

Specification 2 adds measures of income and 
wealth. In particular, we include the log hourly 
wage, the log family income, and a measure of 
whether the respondent owned a home for year 
t.3 The inclusion of these explanatory variables 
reduces the magnitude of marginal effects of the 
demographic characteristics, but produces qual-
itatively comparable results for these variables. 
More advantaged individuals and families are at 
lower risk of health insurance loss. A 10 percent 
increase in family income, for instance, is asso-
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ciated with a 0.15 percentage point reduction in 
health insurance loss, and a 10 percent increase in 
hourly wages is associated with a 0.08 percentage 
point decline in health insurance loss. Owning 
a home is associated with a reduction in health 
insurance loss of 1.2 percentage points. These  
findings corroborate point-in-time estimates indi-
cating that higher-income families are at a lower 
risk of lacking health insurance. Our results pin-
point that one reason for this lower risk is their 
lower probabilities of health insurance loss. 

In Specification 3 of Table 3, we include a 
set of explanatory variables that control for  
different employment status, such as unem-
ployment, not in the labor force (NILF) and  
part-time work, and working multiple jobs dur-
ing the year. Adding this set of controls seems 
to strengthen many of the marginal effects on 
the demographic and asset/income variables. 
The employment variables also show some  
interesting patterns. As seen in Table 2, being 
unemployed for part of the year places people at 
a high risk of health insurance loss (3.7 percent) 
relative to working full-time full-year. Working 
part-time relative to full-time is also associated 
with increased risk of health insurance loss of 
2.3 percentage points. Working at multiple jobs 
during the year is also associated with a small 
increase in the probability of health insurance loss. 

Specification 4 adds class of worker (gov-
ernment or self-employed relative to privately  
employed) and employer size variables. Govern-
ment employment is associated with a decrease 
in the risk of health insurance loss relative to 
private employment, and self-employment is 
associated with a 1.6 percentage point increase 
in loss. Employer size is also important, with 
people working at larger employers far less 
likely to lose insurance. Workers at firms with 
1–9 employees are 3 percentage points more 
likely to lose health insurance than are workers 
at firms with 500 or more employees. 

In summary, we find that demographic char-
acteristics, wealth and income, and employment 
characteristics all contribute to the probability 
of health insurance loss. At the highest risk for 

health insurance loss are high school dropouts, 
Latinos, immigrants, those working part-year 
and unemployed part of the year, and those 
working at very small employers of 1–9 em-
ployees. Many of the variables included in the 
models reported in Table 3 are statistically sig-
nificant, in part due to the large sample sizes of 
the CPS. 

Table 4 reports estimates for comparable 
specifications to those reported in Table 3 for 
the probability of gaining health insurance 
from the first survey year to the following 
survey year. The sample includes individuals 
who do not have health insurance in the first 
survey year. The results are somewhat differ-
ent from those for health insurance loss. First, 
we find a striking pattern among the demo-
graphic characteristics. Uninsured African  
Americans are more likely than uninsured  
whites to gain insurance between year t and year 
t+1. Controlling for education and other indi-
vidual characteristics, African Americans have a  
3.7 percentage point higher likelihood of  
gaining health insurance than whites. The raw 
difference was essentially zero. In contrast, 
Latinos are 6.7 percentage points less likely to 
gain insurance than whites, and immigrants are 
10.6 percentage points less likely than natives to 
gain insurance. Similar to the models for health 
insurance loss, having a lower level of educa-
tion puts individuals at a disadvantage in terms 
of health insurance gain. Those without a high 
school diploma are 18.7 percentage points less 
likely to gain health insurance than those with a 
college degree. High school graduates have an 
11.8 percentage point lower probability of gain-
ing insurance than college graduates. 

The variables denoting economic status show, 
not surprisingly, that those who own homes, 
have higher family incomes, and earn larger 
hourly wages are more likely to gain insurance. 
Contrary to the health insurance loss models, 
however, being unemployed is not the state with 
the highest risk of remaining uninsured. Being 
uninsured in a full-year part-time job, relative 
to a full-year full-time job, is associated with 
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the lowest probability of becoming insured—a 
9.2 percentage point decline in the probability 
of insurance in year t+1. Being unemployed is 
also a strong risk factor for continued uninsur-
ance, particularly if one is unemployed for the 
full year. 

Finally, employer size variables are large 
and significant in the health insurance gain 
models. Working at a very small firm of nine 
or fewer employees is associated with a 12.4 
percentage point lower probability of health 
insurance gain among the uninsured. Em-
ployment with a firm of 10–24 employees is  
associated with an almost 8 percentage point  
lower probability of becoming insured. These 
results strongly suggest that coming from a 
small firm is a serious disadvantage in gaining 
insurance among the uninsured. 

Many of the factors associated with in-
creased risk of health insurance loss are also  
associated with a decreased risk of gaining  
health insurance, such as being a high school 
dropout, Latino, immigrant, or employee at a very 
small firm. However, other contributing charac-
teristics are unique to the health insurance gain 
model. For example, African Americans are sub-
stantially more likely than whites to gain health 
insurance, and being unemployed full-year is as-
sociated with a low rate of health insurance gain. 
A simpler cross-sectional analysis of health in-
surance coverage would not have identified these 
differences in the dynamic patterns. 

Employment Characteristics in Years t 
and t+1 and Insurance Transition 

The estimates reported in Tables 3 and 4 
highlight the characteristics that place individu-
als at highest risk for insurance loss and lowest 
probability for insurance gain. In this section, 
we expand those results and combine employ-
ment status and characteristics in both t and t+1 
to examine how employment and health insur-
ance relate in a dynamic model. Tables 5, 6, 
and 7 present tabulations of health insurance 
loss and gain by employment status and char-
acteristics at both year t and year t+1. To place 
some structure on the presentation of these re-

sults we focus on a few changes instead of the 
numerous possible combinations of changes in  
job characteristics. 

Table 5 reports matrices of health insurance 
loss and gain by employment status in year t and 
year t+1. The first matrix shows, for example, 
that continuing from no job in year t to no job in 
year t+1 is associated with a 9.3 percent loss in 
health insurance. Continued employment over 
year t and year t+1 (though perhaps not at the 
same job) is associated with a 6.6 percent loss 
in insurance. Mobility between the two states is 
associated with health insurance loss at much 
higher rates. For instance, movement from a job 
in year t to no job in year t+1 is associated with 
a 19.9 percent decline in health insurance. These 
results suggest that job loss is a key contribu-
tor to health insurance loss. Movement from no 
job in year t to a job in year t+1, however, is 
also associated with a large loss of health insur-
ance at 16.0 percent. This may be the result of 
waiting periods associated with gaining health  
insurance or other characteristics of the jobs 
into which individuals are moving. 

Interestingly, there is far less contrast in the 
health insurance gain model across the four cells. 
Movement from either a job or no job in year t to 
no job in year t+1 is associated with a 41 to 42 
percent gain in insurance. Movement from either 
employment state into a job in year t+1 is associ-
ated with slightly higher rates of insurance gain, 
particularly if one is employed in both periods. 
But the difference among the four states is rela-
tively small, compared to the differences seen in 
the health insurance loss matrix. 

To explore this further, we present com-
parable transition matrices by employment  
characteristics among those who were  
employed in both year t and year t+1. Table 6 
shows the transition matrix by employer size, 
and Table 7 shows it for employment status. 
The patterns in Table 6 point to the importance 
of employer size in both the health insurance 
loss and gain probabilities. Movement from any 
employer size into the smallest size (1–9 em-
ployees) is associated with the highest rates of 
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insurance loss and the lowest rates of insurance 
gain. Insurance loss rates decline and gain rates 
increase as employer size increases. The differ-
ences between the largest and smallest employer 
sizes is striking, and is consistent with the con-
clusion of the previous analyses that employer 
size is a key driver behind health insurance loss 
and gain. 

The estimates reported in Table 7 are less 
consistent, but also underscore the conclusions 
drawn from previous analyses. In particular, 
unemployment in years t and t+1 appear to be 
strongly associated with health insurance loss, 
but less so with health insurance gain. Mov-
ing from part-year employment and part-year 
unemployment into any other state is associ-
ated with the highest rates of health insurance 
loss. And moving from any state into part-year 
employment and part-year unemployment is  
associated with comparably high rates of insur-
ance loss. In contrast, movement into full-time, 
full-year work is associated with the lowest 
rates of insurance loss. 

The transition matrix for health insurance 
gain is quite different, indicating that part-
year employment in year t or year t+1 (with or 
without unemployment) is associated with the  
lowest rates of health insurance gain. Move-
ment into full-time full-year employment is  
associated with the highest rates of gain. 

Summary and Conclusions 
Our analysis of transitions in health insurance 

coverage offers support for cross-sectional find-
ings that certain groups are at highest risk for 
uninsurance. Demographic characteristics, such 
as being a minority or having less education, are 
important predictors of uninsurance and health  
insurance loss. When we model health insur-
ance gain among those without insurance, we 
find that Latinos, immigrants, and less-educated 
individuals have low rates of gaining health in-
surance. Thus, for these groups, their low rates 
of insurance coverage stem from both the in-
creased propensity to lose insurance when  
covered, and their decreased ability to obtain 

health insurance over the course of a two-year 
period. In contrast, our estimates indicate that 
African Americans have higher rates of gain 
than whites, all else equal. The relatively low 
rate of health insurance coverage among African 
Americans is entirely due to high rates of los-
ing health insurance and not due to low rates of  
gaining insurance. 

Cross-sectional findings also point to the im-
portance of job characteristics, such as hours 
worked per week (part-time vs. full-time) and 
employer size in determining health insurance 
status. Again, our findings support the cross-
sectional work, but offer greater detail about 
the determinants of health insurance dynam-
ics. In particular, being unemployed in year 
t (either for the full year or part of the year) 
places one at a high risk for insurance loss, as 
does being employed part of the year without  
unemployment in the remaining months. Al-
though unemployment status appears to be a key 
factor in health insurance loss, any part-time, 
part-year, or unemployed periods are associ-
ated with lower rates of health insurance gain. 
Among those who are uninsured, even working 
the full year in a part-time position leads to a 
9.2 percentage point decline in health insurance 
gain, relative to full-year, full-time work. This 
might be due to part-time workers not being 
offered employer health insurance at the same 
rate as full-time workers, even in the same job. 
When they are already insured, they have lower 
rates of insurance loss than others who are less 
attached to the labor market. However, when 
these full-year part-time workers are uninsured, 
they are less likely to gain insurance. 

Another important risk factor associated 
with both insurance gain and loss is employer 
size. Risk of health insurance loss decreases al-
most monotonically as employer size increases. 
Those in firms with fewer than 10 employees 
are at highest risk of loss; they are 3 percentage 
points more likely to lose insurance than those 
in large firms of 500 or more employees. More 
damaging, however, is that these employees are 
substantially less likely to gain insurance when 
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they are uninsured and employed at a very small 
firm. Working for a firm of fewer than 10 em-
ployees is associated with a reduced gain of  
insurance of 12.4 percentage points, compared 
to those working at very large firms. 

These findings rely on models that control for 
demographic and employment characteristics in 
year t only. It is important to also examine how 
health insurance gains and losses are affected by 
year t and year t+1 work behavior. When we ex-
amine health insurance transitions in the context 
of employment transitions, we find that health 
insurance loss is highly related to changes in em-
ployment, but that health insurance gain is less 
related. Losing a job, which one would expect 
to be associated with health insurance loss, is as-
sociated with a 20 percentage point loss in health 
insurance. Health insurance gain is associated 
with having a job in year t+1, but not to the extent 
that one might expect. Those who move from a 
job in year t to no job in year t+1 have a 42 per-
cent rate of health insurance gain. Moving from 
no job in year t to a job in year t+1 is associated 
with a 45 percent gain in insurance. 

Various employment characteristics help to 
explain why certain employees are more or less 
likely to gain or lose insurance. Most strikingly, 
movement from any size firm into a very small 
firm of fewer than 10 employees is associated 
with the lowest rates of gain. Among the unin-
sured, those who stay employed by a very small 
firm in both periods have a rate of insurance 
gain of 32 percent. In contrast, movement to a 
very large firm is associated with insurance gain 
of 68 percent. The statistics on insurance loss 
and employer size are equally striking. Move-
ment from any employer size into a small or 
very small employer is associated with higher 
than average rates of health insurance loss, and 
much higher rates than among those moving 
into employment with larger employers. These 
estimates are consistent with small firms being 
less likely to provide health insurance coverage 
or providing less attractive coverage (e.g., high-
er premiums and less choice) than large firms. 

Less clear-cut findings result from the analy-
sis of hours worked and part-year or full-year 
status. It appears that movement to and from 

part-year unemployment is associated with the 
highest rates of insurance loss. Movement to and 
from any part-year employment is associated 
with lower rates of insurance gain, and move-
ment into full-time full-year work is associated 
with the highest rates of insurance gain.

Policy Implications 
There are a number of implications in these 

findings for employer-mandated insurance 
and other policies aimed at increasing health 
insurance coverage among specific at-risk  
populations. First, our findings emphasize the 
critical role that employer size plays in health 
insurance acquisition and loss. Legislation such 
as SB 2 does not address health insurance cov-
erage at very small employers, but our research 
shows that it is precisely these firms that are as-
sociated with the highest rates of insurance loss 
and the lowest rates of gain. Workers at firms 
with fewer than 10 employees represent 19 per-
cent of the workforce in the 25 to 55 age group. 
Those working at very small employers have 
a 3 percentage point higher probability of los-
ing insurance than workers in very large firms, 
but a 12 percentage point lower probability of 
gaining insurance. In other words, workers at 
these small firms are four times less likely to 
gain insurance than they were to lose insurance 
relative to workers in large firms. The low rates 
of insurance coverage and insurance gain for 
this group are partly, but not entirely, due to the 
correlation between employment in very small 
firms and self-employment. Nearly half of those 
who are employed in firms of fewer than 10 em-
ployees are self-employed, placing them at a 
high risk for uninsurance. Alternative policies 
that attempt to address coverage for this high- 
risk group need to be careful about the potential 
negative effects for small businesses on hiring 
workers, and the potential adverse selection of 
pooling insurance purchases across employers. 

A second implication of our findings is that 
the transition from unemployment is a point 
of needed attention. As mentioned previously, 
COBRA is available to many workers during  
periods of unemployment. According to Madri-
an (1998), only 20 percent of unemployed 
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workers qualifying for COBRA elected to use 
the program. Some of those who opted not to 
use COBRA may have moved immediately into 
a new job situation with health benefits or had 
a spouse’s benefits to cover them. Although not 
reported in the tables, our data indicate that 
among those who spend all or part of both sur-
vey years unemployed, roughly 20 percent lose 
insurance. It may be that these individuals have 
exhausted their COBRA benefits. Part- or full-
year unemployment is significantly related to 
the probability of health insurance loss even 
after controlling for other factors. Being un-
employed part-year, for instance, is associated 
with a 4 percentage point increase in the prob-
ability of insurance loss in the next year and a 
7 percentage point decrease in the probability 
of health insurance gain. In other words, those 
who combine employment and involuntary un-
employment during a year are two times less 
likely to gain insurance in the next year than 
they were to lose it initially. SB 2 and similar 
proposals do not address the issue of lack of in-
surance among the unemployed. Our research, 
however, indicates that the unemployed are one 
of the groups at highest risk of health insur-
ance loss. Part-time workers are another group 
targeted by SB 2 and similar proposals. Our  
estimates indicate that part-time workers, when 
they work year-round and consistently over the 
two years examined, are at relatively low risk for 
health insurance loss. They have slightly more 
than a 2 percentage point probability of losing 
insurance relative to those who work full-time, 
but are 9 percentage points less likely to gain 
insurance in the following year. 

Part-time workers are the worst-off group 
we examined in terms of loss-to-gain ratio, 
being four and a half times less likely to gain  
insurance than to lose it. Part-time workers 
are a group that might benefit from employer- 
mandated insurance policies, however, there is a 
risk that employment opportunities may decline 
for this group as a result. 

Finally, our work emphasizes the impor-
tance of demographic characteristics in placing 
adults at risk for uninsurance. Disadvantaged 
minorities and less-educated workers are at high 

risk of health insurance loss, and generally low 
probability of gaining insurance. For instance,  
Latinos are 3 percentage points more likely 
to lose insurance, relative to whites, but 8 per-
centage points less likely to gain insurance.  
Immigrants are similarly 4 percentage points  
more likely to lose insurance than non- 
immigrants, but 11 percentage points less likely 
to gain it. High school dropouts are also disad-
vantaged, being more than two times less likely 
to gain insurance than to lose it relative to col-
lege graduates. Although policies such as SB 2 
have not explicitly targeted these demograph-
ic groups, it is clear that any policies aimed at 
improving health insurance coverage should  
consider ways to offer coverage to the demo-
graphic groups in greatest need. This may be a 
difficult task, however, because estimates from 
our probit regressions indicate that demographic 
characteristics are associated with health insur-
ance loss and gain even after controlling for  
detailed job characteristics. 

Taken together, we find that both demo-
graphic characteristics and employment  
characteristics are important factors that de-
termine who loses and gains insurance. Health  
insurance reforms that aim to create purchas-
ing pools or reinsurance programs for small 
employers and the self-employed in order to re-
duce risk are likely to target key groups at risk 
of uninsurance (Custer 2004; Ideman 2004). 
However, to the extent that other factors, such as  
part-time employment and job turnover, con-
tinue to be critical factors in creating health  
insurance volatility, it is unclear whether these  
policies will improve health insurance coverage 
for other working adults who are also at risk. 

In conclusion, the findings presented above 
indicate that health insurance coverage is 
alarmingly low for several demographic and  
employment groups. The provisions of Califor-
nia’s SB 2, however, exempted or excluded some 
of the most at-risk groups. For some of these 
groups—especially small employers and part-
time employees—it may be extremely difficult, 
however, to create alternative policies that do not 
have deleterious employment effects. 
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Endnotes

We remove the supplemental samples to the 
2001 to 2004 ADES, which are generally 
not reinterviewed in the following March, 
before matching years. 

 
For comparison, Appendix Table A.2 pro-
vides estimates of the probability of health 
insurance in a static model. The signs of the 
estimates are generally consistent with the 
signs of the estimates from the health in-

1.

2.

surance gain and loss regressions. An inter-
esting exception is the African Americans 
coefficient—African Americans are more 
likely to gain health insurance than whites, 
but are less likely to have health insurance, 
all else equal. 

 

Individuals who were not working were 
coded as having a log wage of zero. 

3.
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Notes: (1) The sample consists of individuals (ages 25–55) in the first year surveyed. (2) Health insurance is measured 
in the first survey year, and health insurance transitions are measured from the first to second survey years. (3) All 
estimates are calculated using sample weights provided by the CPS.

85.6 166,123 46.2 23,093 7.5 143,030

84.7 79,111 43.4 11,684 7.4 67,427

Women 86.5 87,012 49.1 11,409 7.6 75,603

White 89.2 129,230 50.4 14,171 5.8 115,059

80.5 14,826 49.2 2,824 11.7 12,002

66.9 13,552 33.3 4,450 16.3 9,102

81.5 6,178 50.0 1,055 10.5 5,123

65.6  16,807 34.4 5,614 17.1 11,193

83.2 54,538 46.2 9,014 9.1 45,524

88.0 46,066 52.1 5,417 6.7 40,649

93.6 48,712 59.5 3,048 4.0 45,664

87.3 36,928 50.0 4,463 7.1  32,465
89.7 41,336 52.5 4,211 5.9 37,125

83.4 48,688 43.6 7,847 8.5 40,841

Total

Men

African American
Latino

Asian

High School Dropout

High School Graduate

Some College

College Graduate

East
Midwest
South

West 83.0 39,171 43.3 6,572 8.2 32,599

Table 1       Health Insurance Transition Rates for Selected Demographic Groups 
                     Current Population Survey, Matched Annual Demographic Surveys (1996—2004)

Health Insurance
Coverage 

                 
N

Health Insurance
Gain (Among 
Uninsured) 

Health Insurance
Loss (Among 
Uninsured) 

Percent
                 

N
                 

NPercent Percent
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No Job–All 77.5 22,148 42.2 4,865 10.6 17,283

  No Job–NILF 78.5 20,870 43.1 4,385 10.2 16,485

  No Job–Unemployed 61.7 1,278 34.4 480 17.7 798

Has Job–All 86.9 143,975 47.2 18,228 7.1 125,747

  Part-Year–No  82.2 15,939 43.7 2,736 9.3 13,203

  Part-Year–Unemployed 72.4 9,987 42.4 2,681 14.0 7,306

  Full-Year–Part-Time 81.8 10,529 43.5 1,843 8.2 8,686

  Full-Year–Full-Time 89.4 107,520 49.9 10,968 6.2 96,552

Employer Size: 1–9 73.8 28,993 39.4 7,299 10.7 21,694

Employer Size: 10–24 79.5 12,285 44.6 2,377 9.3 9,908

Employer Size: 25–99 85.6 18,111 47.7 2,430 8.4 15,681

Employer Size: 100–499 90.1 20,586 55.0 1,914 6.3 18,672

Employer Size: 500+ 93.2 64,000 57.9 4,208 5.4 59,792

Private Employer 86.5 103,703 47.4 13,497 7.5 90,206

Government Employer 95.0 23,947 62.6 1,220 4.0 22,727

Self-Employed 77.8 16,325 41.7 3,511 9.3 12,814

Table 2       Health Insurance Transition Rates for Selected Employment and Job Characteristics
                     Current Population Survey, Matched Annual Demographic Surveys (1996—2004)

Health Insurance
Coverage 

                 
N

Health Insurance
Gain (Among 
Uninsured) 

Health Insurance
Loss (Among 
Uninsured) 

Percent
                 

N
                 

NPercent Percent

Unemployment

Notes: (1) The sample consists of individuals (ages 25–55) in the first year surveyed. (2) Health insurance is measured 
in the first survey year, and health insurance transitions are measured from the first to second survey years. (3) All 
estimates are calculated using sample weights provided by the CPS.
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Female 0.0006  –0.0065 ** –0.0086 ** –0.0055 **

(0.0014) (0.0015) (0.0016) (0.0016)

African American 0.0236 ** 0.0183 ** 0.0219 ** 0.0258 **

(0.0021) (0.0021) (0.0021) (0.0021)

Latino 0.0332 ** 0.0296 ** 0.0320 ** 0.0344 **

(0.0025) (0.0025) (0.0025) (0.0025)

Asian 0.0156 ** 0.0144 ** 0.0168 ** 0.0175 **

(0.0037) (0.0037) (0.0037) (0.0037)

Immigrant 0.0424 ** 0.0371 ** 0.0361 ** 0.0347 **

(0.0024) (0.0024) (0.0024) (0.0024)

High School Dropout 0.0821 ** 0.0594 ** 0.0521 ** 0.0509 **

(0.0024) (0.0026) (0.0026) (0.0026)

High School Graduate 0.0530 ** 0.0401 ** 0.0338 ** 0.0330 **

(0.0018) (0.0019) (0.0020) (0.0020)

Some College 0.0320 ** 0.0237 ** 0.0192 ** 0.0185 **

(0.0019) (0.0019) (0.0020) (0.0020)

Age –0.0069 ** –0.0052 ** –0.0045 ** –0.0047 **

(0.0008) (0.0008) (0.0008) (0.0008)

Age Squared /100 0.0072 ** 0.0053 ** 0.0046 ** 0.0049 **

(0.0010) (0.0010) (0.0010) (0.0010)

Log Family Income –0.0149 ** –0.0092 ** –0.0093 **

(0.0010) (0.0011) (0.0011)

Log Hourly Wage –0.0084 ** –0.0189 ** –0.0165 **

(0.0008) (0.0014) (0.0014)

Home Owner –0.0118 ** –0.0105 ** –0.0109 **

(0.0017) (0.0017) (0.0017)

Table 3      Probit Regressions for Probability of Health Insurance Loss
                     Current Population Survey, Matched Annual Demographic Surveys (1996—2004)

Specification

 (1) (2) (3) (4) 

Not in the Labor Force–Full Year –0.0131 ** –0.0056  

(0.0043) (0.0044)

Unemployed–Full Year 0.0101  0.0169 *

(0.0077) (0.0077)

Employed–Part Year  0.0283 ** 0.0268 **

(0.0023) (0.0023)

Employed–Part Year and  0.0369 ** 0.0367 **

     Unemployed–Part Year (0.0027) (0.0027)

continued on next page

Explanatory Variables
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Employed–Full Year, Part Time 0.0225 ** 0.0165 **

(0.0029) (0.0029)

Multiple Jobs 0.0045 * 0.0048 *

(0.0022) (0.0022)

Government Job -0.0156 **

(0.0024)

Self-Employed 0.0141 **

(0.0029)

Employer Size: 1–9 0.0298 **

(0.0025)

Employer Size: 10–24 0.0196 **

(0.0027)

Employer Size: 25–99 90.0156 **

(0.0023)

Employer Size: 100–499 0.0023  

(0.0022)

Industry Controls No No Yes Yes

Mean of Dependent Variable 0.0720 0.0712 0.0712 0.0712

Log Likelihood Value –35415 –33890 –33448 –33219

Sample Size 143,030 139,448 139,448 139,448

Table 3      Probit Regressions for Probability of Health Insurance Loss
                    Current Population Survey, Matched Annual Demographic Surveys (1996—2004)

Specification

Explanatory Variables (1) (2) (3) (4) 

(cont.)

Notes: (1) The sample consists of individuals (ages 25–55) who have health insurance in the first year surveyed. (2) 
All independent variables are measured in the first year surveyed. (3) Marginal effects and their standard errors are 
reported. (4) All specifications include a constant and dummy variables for marital status, Native American, multiple 
race, disability, veteran status, Census divisions, central city status and year effects, and number of children and its 
square. (5) All estimates are calculated using sample weights provided by the CPS.
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Female 0.0452 ** 0.0668 ** 0.0549 ** 0.0452 **

(0.0067) (0.0071) (0.0077) (0.0077)

African American 0.0373 ** 0.0524 ** 0.0413 ** 0.0249 *

(0.0099) (0.0102) (0.0102) (0.0102)

Latino –0.0667 ** –0.0615 ** –0.0671 ** –0.0787 **

(0.0113) (0.0115) (0.0115) (0.0114)

Asian 0.0333 0.0397 * 0.0340 0.0287  

(0.0171) (0.0175) (0.0174) (0.0173)

Immigrant –0.1062 ** –0.0894 ** –0.0877 ** –0.0824 **

(0.0106) (0.0109) (0.0108) (0.0108)

High School Dropout –0.1871 ** –0.1560 ** –0.1280 ** –0.1313 **

(0.0116) (0.0120) (0.0123) (0.0123)

High School Graduate –0.1177 ** –0.0971 ** –0.0745 ** –0.0771 **

(0.0104) (0.0108) (0.0110) (0.0109)

Some College –0.0631 ** –0.0553 ** –0.0377 ** –0.0392 **

(0.0112) (0.0115) (0.0116) (0.0115)

Age –0.0111 ** –0.0123 ** –0.0123 ** –0.0107 **

(0.0037) (0.0038) (0.0038) (0.0037)

Age Squared /100 0.0144 ** 0.0155 ** 0.0153 ** 0.0140 **

(0.0047) (0.0048) (0.0048) (0.0047)

Log Family Income 0.0161 ** 0.0064 0.0053  

(0.0037) (0.0037) (0.0037)

Log Hourly Wage 0.0278 ** 0.0505 ** 0.0499 **

(0.0036) (0.0063) (0.0063)

Home Owner 0.0512 ** 0.0484 ** 0.0487 **

(0.0073) (0.0073) (0.0073)

Table 4      Probit Regressions for Probability of Health Insurance Gain
                     Current Population Survey, Matched Annual Demographic Surveys (1996—2004)

Specification

 (1) (2) (3) (4) 

Not in the Labor Force–Full Year –0.0227 –0.0712 **
(0.0189) (0.0201)

Unemployed–Full Year –0.0884 ** –0.1357 **
(0.0279) (0.0286)

Employed–Part Year –0.0710 ** –0.0763 **
(0.0111)     (0.0111)

Employed–Part Year and –0.0664 ** –0.0819 **
     Unemployed–Part Year (0.0112) (0.0112)
Employed–Full Year, Part Time –0.0922 ** –0.0896 **

(0.0131) (0.0131)

continued on next page

Explanatory Variables
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Multiple Jobs 0.0231  0.0122 *

(0.0104) (0.0104)

Government Job 0.0049  

(0.0169)

Self-Employed –0.0481 **

(0.0118)

Employer Size: 1–9 –0.1235 **

(0.0115)

Employer Size: 10–24 –0.0776 **

(0.0128)

Employer Size: 25–99 –0.0653 **

(0.0126)

Employer Size: 100–499 –0.0079  

(0.0135)

Industry Controls No No Yes Yes

Mean of Dependent Variable 0.4614 0.4655 0.4655 0.4655

Log Likelihood Value –15135 –14202 –14037 –13913

Sample Size 23,093 21,823 21,823 21,823

Table 4      Probit Regressions for Probability of Health Insurance Gain
                     Current Population Survey, Matched Annual Demographic Surveys (1996—2004)

Specification

Explanatory Variables (1) (2) (3) (4) 

(cont.)

No Job in t 9.28 15.99 40.96 44.95

Job in t 19.91 6.57 42.33 47.68

Table 5       Health Insurance Transitions by Changes in Job Status 
                     Current Population Survey, Matched Annual Demographic Surveys (1996—2004)

          Health Insurance Loss                           Health Insurance Gain

   No Job in t+1             Job in t+1               No Job in t+1           Job in t+1

Notes: (1) The sample consists of individuals (ages 25–55) who do not have health insurance in the first year surveyed. 
(2) All independent variables are measured in the first year surveyed. (3) Marginal effects and their standard errors are 
reported. (4) All specifications include a constant and dummy variables for marital status, Native American, multiple 
race, disability, veteran status, Census divisions, central city status and year effects, and number of children and its 
square. (5) All estimates are calculated using sample weights provided by the CPS.

Notes: (1) The sample consists of individuals (ages 25–55) in the first year surveyed. (2) All estimates are calculated 
using sample weights provided by the CPS.
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Notes: (1) The sample consists of individuals (ages 25–55). (2) All independent variables are measured in the first year 
surveyed. (3) All estimates are calculated using sample weights provided by the CPS.

Table A.1     Means of Analysis Variables Used in Probit Regressions 
                       Current Population Survey, Matched Annual Demographic Surveys (1996—2004) 

Explanatory Variables

Insurance
Coverage

Insurance
Loss

Insurance
Gain

Female 0.5150 0.5202 0.4940

African American 0.1113 0.1046 0.1223

Latino 0.0984 0.0770 0.1927

Asian 0.0395 0.0376 0.0457

Immigrant 0.1266 0.1035 0.2293

High School Dropout 0.1105 0.0847 0.2431

High School Graduate 0.3249 0.3158 0.3903

Some College 0.2736 0.2814 0.2346

Age 40.5486 40.8676 38.9358

Log Family Income 10.8208 10.9385 10.1265

Log Hourly Wage 2.3523 2.4413 1.8190

Home Owner 0.7793 0.8068 0.6353

Not in the Labor Force−Full year 0.1284 0.1177 0.1899

Unemployed−Full Year 0.0081 0.0059 0.0208

Employed−Part Year 0.0931 0.0895 0.1185

Employed−Part Year and Unemployed−Part Year 0.0609 0.0515 0.1161

Employed−Full Year, Part Time 0.0606 0.0580 0.0798

Multiple Jobs 0.1063 0.1031 0.1298

Government Job 0.1389 0.1541 0.0528

Self-Employed 0.0933 0.0847 0.1520

Employer Size: 1−9 0.1675 0.1445 0.3161

Employer Size: 10−24 0.0733 0.0681 0.1029

Employer Size: 25−99 0.1073 0.1073 0.1052

Employer Size: 100−499 0.1228 0.1293 0.0829

Sample Size 166,123 143,030  23,093
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(0.0016) (0.0017) (0.0018) (0.0018)

(0.0025) (0.0025) (0.0025) (0.0025)

(0.0029) (0.0028) (0.0028) (0.0028)

(0.0044) (0.0043) (0.0042) (0.0042)

(0.0028) (0.0027) (0.0027) (0.0026)

(0.0028) (0.0029) (0.0029) (0.0029)

(0.0023) (0.0023) (0.0023) (0.0023)

(0.0024) (0.0024) (0.0024) (0.0024)

(0.0009) (0.0009) (0.0009) (0.0009)

(0.0012) (0.0012) (0.0011) (0.0011)

(0.0011) (0.0011) (0.0011)

(0.0009) (0.0016) (0.0016)

(0.0019) (0.0019) (0.0018)

Table A.2      Probit Regressions for Probability of Health Insurance Coverage 
                        Current Population Survey, Matched Annual Demographic Surveys (1996—2004)

Specification

Explanatory Variables (1) (2) (3) (4) 

(0.0049) (0.0050)

(0.0079) (0.0079)

(0.0027) (0.0027)

continued on next page

Female 0.0165 ** 0.0359 ** 0.0362 ** 0.0272 **

African American –0.0234 ** –0.0074 ** –0.0152 ** –0.0269 **

Latino –0.0518 ** –0.0392 ** –0.0433 **   0.0492 **

Asian –0.0082  –0.0050 –0.0110 ** –0.0143 **

Immigrant –0.0935 ** –0.0748 ** –0.0719 ** –0.0666 **

High School Dropout –0.1739 ** –0.1034 ** –0.0830 ** –0.0800 **

High School Graduate –0.1071** –0.0641 ** –0.0482 ** –0.0467 **

Some College –0.0654 ** –0.0390 ** –0.0274 ** –0.0262 **

Age 0.0093 ** 0.0049 ** 0.0037 ** 0.0046 **

Age Squared /100 –0.0086 ** –0.0041 ** –0.0030 ** –0.0038 **

Log Family Income 0.0523 ** 0.0405 ** 0.0391 **

Log Hourly Wage 0.0231 ** 0.0455 ** 0.0370 **

Home Owner 0.0161 ** 0.0129 ** 0.0132 **

Not in the Labor Force−Full Year 0.0101 * –0.0301 **

Unemployed−Full Year –0.0279 ** –0.0659 **

Employed−Part Year  –0.0499 ** –0.0451 **

Employed−Part Year and –0.0647 ** –0.0659 **

Unemployed−Part Year (0.0029) (0.0029)



Employment Policies Institute / www.EPIonline.org
29

Table A.2      Probit Regressions for Probability of Health Insurance Coverage 
                        Current Population Survey, Matched Annual Demographic Surveys (1996—2004)

Specification

Explanatory Variables (1) (2) (3) (4) 

Employed−Full Year, Part Time –0.0617 ** –0.0464 **

(0.0032) (0.0032)

Multiple Jobs –0.0068 ** –0.0097 **

(0.0025) (0.0025)

Government Job 0.0161 **

(0.0031)

Self-Employed –0.0256 **

(0.0030)

Employer Size: 1–9 –0.1040 **

(0.0027)

Employer Size: 10–24 –0.0773 **

(0.0030)

Employer Size: 25–99 –0.0437 **

(0.0027)

Employer Size: 100–499 –0.0199 **

(0.0028)

Industry Controls No No Yes Yes

Mean of Dependent Variable 0.8610 0.8647 0.8647 0.8647

Log Likelihood Value –59680 –54046 –52363 –50874

Sample Size 166,123 161,271 161,271 161,271

(cont.)

Notes: (1)  The sample consists of individuals (ages 25–55) who have health insurance in the first year surveyed. (2) All in-
dependent variables are measured in the first year surveyed. (3) Marginal effects and their standard errors are reported. (4) 
All specifications include a constant, dummy and variables for marital status, Native American, multiple race, disability, 
veteran status, Census divisions, central city status and year effects, and number of children and its square. (5) All estimates are  
calculated using sample weights provided by the CPS.
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