overage

| Overview

America has a patchwork of policies and programs
that broadly lead to people receiving insurance
coverage through two mechanisms: Public programs
(Medicaid, Medicare, Veterans Health Administration,
TRICARE, Indian Health Service) or private coverage
(employer-sponsored insurance plans or Affordable
Care Act Marketplace plans) (See Fig 2.1). While the
majority of Americans have health care coverage, the

United States has one of the highest uninsurance rates
among Organization for Economic Cooperation and
Development (OECD)' countries. An estimated 10.4% of
Americans remain uninsured.

A central principle of insurance coverage financing
is that the generosity of offered benefits is always a
tradeoff with costs paid either by the person or by
taxpayers. The cost of coverage for an individual

'An intergovernmental economic organization with 37 member countries that, among other things, produces reports and data sets
assessing various policy issues across the world. Learn more at http://www.oecd.org/about/how-we-work/.
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https://www.kff.org/uninsured/issue-brief/key-facts-about-the-uninsured-population/
http://www.oecd.org/about/how-we-work/

in the U.S. is mainly offset by the government
through direct public arrangements or public sub-
sidies (tax preferences for employers that provide
coverage and premium subsidies for marketplace
coverage). That said, individuals also bear finan-
cial responsibility to varying degrees, depending

on the program. Therefore, even consumers with
insurance are often underinsured, or have diffi-
culty affording all of their health care costs, placing
them at significant financial risk if they experience

a serious illness.? Estimates find that half of those
with employer-sponsored insurance (ESI) skipped or
delayed care due to costs and the rate of underin-
sured Americans is only growing. These increases in
the uninsured and underinsured populations, cou-
pled with the impacts of COVID-19 on employment
rates, have renewed public attention on, and policy
interest in, addressing health care coverage and
affordability issues.

Health Care
Coverage Defined

Health care coverage is best understood in terms

of payment for health care services. The cost of health
care services can be expensive. The vast majority of
Americans have some form of assistance in paying for
health care services through a primary payer (the gov-
ernment directly or an insurer paid through an employer).
Covered individuals typically have financial responsibility
that includes monthly premiums, deductibles, co-pays,
and coinsurance. The health care services available
(benefits) and the financial obligations required of the
individual receiving assistance from the payer capture
the broader concept of health care coverage. Americans
who do not have insurance coverage are generally
described as being uninsured.

Fig. 2.1: Percentage of People by Type of Health Insurance Coverage (2019)

(Population as of March 2020)

2019 Type of Coverage

Uninsured

With health insurance

Any private plan
Employment-based
Direct-purchase

TRICARE

Any public plan
Medicare
Medicaid

VA and CHAMPVA

92.0

68.0

Note: The estimates by type of coverage are not mutually exclusive; people can be covered by more than one type
of health insurance during the year. Federal Employee Health Benefits (FEHB) is included in Direct-Purchase.

Source: “Health Insurance Coverage in the United States: 2019.” Keisler-Starkey, K., Bunch, L. U.S. Census Bureau.

September 15, 2020. Available at http://allh.us/cavT.

2Note that there is no generally agreed-upon standard for what designates underinsurance.
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https://www.kff.org/private-insurance/report/kaiser-family-foundation-la-times-survey-of-adults-with-employer-sponsored-insurance/
https://www.commonwealthfund.org/press-release/2019/underinsured-rate-rose-2014-2018-greatest-growth-among-people-employer-health

Types of Direct
Government
Coverage

Medicaid is the most extensive government coverage
program in America, covering more than 75 million
people. The program is a federal-state partnership pro-
viding benefits to children, pregnant women, elderly
adults, and people with disabilities. The Affordable
Care Act (ACA) intended to transition Medicaid from a
program based on categorical eligibility to a program
that covered low-income individuals generally. Initially,
the law required the states to expand coverage to
low-income adults in exchange for a higher level con-
tribution from the federal government. But in National
Federation of Independent Business v. Sebelius (2012),
the Supreme Court ruled that states could not be
required to expand their Medicaid programs under

the ACA. Consequently, covering low-income adults
remains an option which states may embrace or forgo
as they choose.

Each state and territory administers its own Medicaid
program. Still, the benefit structure, individuals cov-
ered, and financial responsibility requirements are
primarily determined by the federal government
through statutory provisions. This includes a statutory

floor of requirements often referred to as “mandatory
benefits.” States have flexibility working in conjunction
with the federal government to tailor their Medicaid
programs for the state’s particular needs. Thus, there
is significant variability across each program. States
are given the option to offer additional benefits and
make benefits available to additional populations.
States do so by applying to the Centers for Medicare
and Medicaid Services and seeking formal approval for
changes to their Medicaid program. Although federal
Medicaid funding is considered mandatory and mostly
open-ended entitlement spending, it is still subject to
the annual budget and appropriations process — i.e.,
appropriated entitlement.

The Children’s Health Insurance Program (CHIP)
provides health care coverage to 9.6 million children
in families with an income level too great for Medicaid
eligibility. Benefits generally mirror those benefits
provided through the Medicaid program. States have
flexibility in determining the income range of children
covered through CHIP. As is the case with Medicaid,
CHIP is jointly funded by the federal government and
the states. The federal portion of CHIP funding is
mandatory spending and is usually appropriated sev-
eral years at a time. Currently, the program is funded
through Fiscal Year (FY) 2027.

Medicare is another extensive government coverage
program with more than 60 million Americans. The
program provides acute care coverage for seniors and

the generosity of offered benefits is always

a tradeoff
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https://www.everycrsreport.com/files/2020-11-30_IF10322_c949d7ef4c423a342e3a1cdbdf74353e9a1e9d74.pdf
https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/CMS-Fast-Facts
https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/CMS-Fast-Facts
https://www.kff.org/medicaid/issue-brief/status-of-state-medicaid-expansion-decisions-interactive-map/
https://www.macpac.gov/medicaid-101/
https://www.medicaid.gov/medicaid/index.html
https://www.medicaid.gov/medicaid/index.html
https://www.everycrsreport.com/files/2020-11-10_R42640_42fd503c059788fd5a854d53db3d9a6cad12aea9.pdf
https://www.everycrsreport.com/reports/R43627.html
https://www.medicaid.gov/chip/index.html
https://www.everycrsreport.com/files/20180523_R43949_687ef7178860082e9964baff553628ee28c0b8d8.pdf
https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/CMS-Fast-Facts

GLOSSARY OF TERMS

Premiums: Monthly amount individuals pay

to health plans for a benefit period (usually

one year). Total premiums are typically shared
between individuals and their employers or gov-
ernment purchasers. Note, plans with the lowest
premiums are not necessarily the best match

for an individual as premiums, deductibles, and
out-of-pocket costs are closely related. If one is
lower, the others are typically higher.

Cost Sharing (Out-of-Pocket Costs): Expenses an
individual will have to pay in a plan year that an
insurer does not reimburse. Typically includes
deductibles, coinsurance, and copayments for
in-network, covered services. Most plans have
an out-of-pocket maximum (the most you have
to pay in a year). Premiums, payments for out-
of-network costs, and non-covered services
generally do not count towards that limit.

Deductibles: Fixed dollar amount during a bene-
fit period that an individual must reach before an

insurer starts to pay for health care costs. This
amount is on top of monthly premiums, as those
monthly payments don’t typically count towards
a deductible.

Coinsurance / Copayments: Type of cost-shar-
ing that an individual pays after meeting their
deductible. Copayments are a fixed amount like
$20 or $45. Coinsurance is a percentage (usu-
ally 10/90, 20/80, or 30/70) where an individual
pays 20% of a charge, and their insurer pays the
rest (80%). See this helpful visual of how deduct-
ibles, coinsurance, and out-of-pocket costs are
interrelated.

Network: The facilities, providers, and suppli-
ers your health insurer or plan has contracted
with to provide health care services. These are
considered in-network by your insurer. Out-
of-network entities are facilities, providers, or
suppliers that have not formally contracted with
your insurer or plan. These providers are typi-
cally more expensive than in-network providers.

specific categories of Americans under 65 — people
with disabilities, end-stage renal disease (ESRD), and
amyotrophic lateral sclerosis (ALS). Roughly two-

thirds of beneficiaries receive their coverage through
Medicare’s traditional fee-for-service program, which
consists of three parts: Part A (inpatient hospital care,
skilled nursing facility care, home health care, and hos-
pice care), Part B (physician and other ancillary services
in an outpatient setting), and Part D (coverage of pre-
scription drugs). The other third of beneficiaries receive
coverage through private insurance plans created
through the Medicare Advantage program (Part C).

While Medicare does cover a broad range of services, it
is important to note that dental, vision, hearing aids, and
long-term services and supports are not covered. The
program is funded through general revenue and a ded-
icated payroll tax going into a trust fund, and for Parts B
and D, beneficiary premiums. As described in Chapter 1
of this Handbook, the Medicare Trust Fund’s ability to
cover the program’s promised benefits is projected to
fall short in three to five years, likely creating significant
pressure in budget negotiations in 2021 and beyond.

Other federal government coverage programs pro-
vide coverage of services for specific populations.
The Veterans Health Administration (VHA) pro-
vides coverage for 9 million veterans. The TRICARE
system provides coverage for over 9.5 million military
personnel and their families. The Indian Health
Service (IHS) provides coverage for 2.7 million
American Indians and Alaska Natives in 574 federally
recognized sovereign nations. The benefits provided
and payment requirements for individuals covered
under each of these programs are determined by
federal statute.

Federal employees are eligible to receive cover-
age through the Federal Employee Health Benefits
program (FEHB). Covering 9 million people, this
program is the largest employer-sponsored plan in
the world. FEHB is run by the Office of Personnel
Management and makes a number of private
insurance coverage options available to federal
employees. The benefits provided and payment
requirements for individuals covered under FEHB
are determined by federal statute.
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https://www.healthcare.gov/glossary/premium/
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https://www.everycrsreport.com/files/20200415_R40425_985ed53b3e2031191b34177e56c853dacedac8f2.html#_Toc38959231
https://www.everycrsreport.com/files/20200415_R40425_985ed53b3e2031191b34177e56c853dacedac8f2.html#_Toc38959230
https://www.kff.org/medicare/issue-brief/an-overview-of-medicare/
https://www.everycrsreport.com/files/20200415_R40425_985ed53b3e2031191b34177e56c853dacedac8f2.html#_Toc38959233
https://www.allhealthpolicy.org/medicare-solvency-projections-and-potential-policy-solutions/
https://www.everycrsreport.com/files/2019-10-24_IF10555_95470d44fcb5f88f6b308b987aa4861f2d9d12af.pdf
https://www.va.gov/health/aboutvha.asp#:~:text=The%20Veterans%20Health%20Administration%20(VHA,Veterans%20enrolled%20in%20the%20VA
https://www.everycrsreport.com/files/2020-12-14_IF10530_beb0aea958ba2704e83c8408dad364b81b0412fc.pdf
https://www.everycrsreport.com/files/2020-12-14_IF10530_beb0aea958ba2704e83c8408dad364b81b0412fc.pdf
https://www.tricare.mil/About/Facts
https://www.tricare.mil/About/Facts
https://www.everycrsreport.com/reports/R43330.html
https://www.everycrsreport.com/reports/R43330.html
https://www.ihs.gov/aboutihs/
https://www.everycrsreport.com/reports/R43922.html
https://www.opm.gov/retirement-services/publications-forms/pamphlets/ri75-13.pdf

Every state government and many local governments
have coverage arrangements for their collective

7.4 million employees. The benefits provided and pay-
ment requirements for individuals covered under those
plans are determined by the state and local govern-
ments, consistent with applicable federal statutes.

Government-
Subsidized Private
Coverage

Individuals may also receive coverage through the
Affordable Care Act’s Marketplace for private insur-
ance plans. Individuals eligible for coverage through
Marketplace plans may also qualify for federal subsidies
to lower premiums and out-of-pocket costs. The benefits
provided and payment requirements for individuals cov-
ered through the Marketplace are determined by federal
statute. The plans available to individuals are generally
similar, but the specific cost of coverage can vary down
to the county level. Despite reaching far fewer indi-
viduals than other key public programs, Marketplace
coverage — its affordability and availability — has been,
and will continue to be, a central focus for regulators
and Congress over the next two years.

Employer-Based
Coverage

One hundred fifty-eight million Americans in the
workplace receive coverage through private insurance
plans offered by their employer or union. Starting with
the 1942 Stabilization Act, employer-based coverage
evolved into the dominant form of health insurance

for individuals in the workplace due to employers’ tax
incentive and the need to attract workers through robust
benefits packages. These tax incentives are advanta-
geous to both employers and employees. Employees
are not subject to federal income and payroll taxes for
the premiums paid by their employer, and employers
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do not pay Social Security taxes on the premiums paid
for health care coverage for their employees. More

than 90% of large employers (500 or more employees)
make health care coverage available to their employees.
Among smaller employers (less than 50 employees),
barely half (52%) make health care coverage available to
their employees.

The benefits provided through employer-based cover-
age are generally governed by the federal Employee
Retirement Income Security Act (ERISA). The stat-

ute creates a general structure for employer-based
coverage and exempts many employer plans from
additional state regulation. As a result, many state-led
changes and individual market changes do not affect
ERISA plans.

KEY COVERAGE ISSUES FOR
THE 117TH CONGRESS

» Despite new protections to mitigate
“surprise billing,” as well as short-term
coverage affordability policies in the
American Rescue Plan Act, ongoing
discussions about addressing higher out-
of-pocket costs more generally in the form
of premiums, co-pays, and deductibles are
likely to intensify, especially for moderate-
income individuals.

During COVID-19, Congress and the
administration took steps to make
telemedicine more accessible. Providers
and patient advocates will push for those
changes to be retained indefinitely.

Potential movement on the perennial
issue of enforcing mental health coverage

parity.

Continued discussions about reducing the
overall uninsurance rate and achieving
universal coverage.



https://www.ncsl.org/research/health/state-employee-health-benefits-ncsl.aspx
https://www.everycrsreport.com/reports/R44065.html
https://www.kff.org/other/state-indicator/total-population/?currentTimeframe=0&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D
https://thehill.com/opinion/healthcare/469739-the-employer-health-insurance-connection-an-accident-of-history
https://www.bls.gov/news.release/pdf/ebs2.pdf
https://www.everycrsreport.com/reports/RL34443.html
https://www.everycrsreport.com/reports/RL34443.html
https://www.healthaffairs.org/do/10.1377/hblog20201217.247010/full/
https://www.kff.org/health-reform/issue-brief/how-the-american-rescue-plan-will-improve-affordability-of-private-health-coverage/
https://www.healthaffairs.org/do/10.1377/hblog20190917.647891/full/
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https://www.hhs.gov/coronavirus/telehealth/index.html
https://www.npr.org/sections/health-shots/2021/01/28/960549211/beyond-covid-19-4-other-key-health-issues-congress-recently-addressed
https://www.psychiatrictimes.com/view/mental-health-parity-in-the-us-have-we-made-any-real-progress
https://www.allhealthpolicy.org/examining-the-continuum-of-coverage-proposals/

Fig 2.2 Average Annual Worker and Employer Premium Contributions for Family Coverage
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Source: “2020 Employer Health Benefits Survey.” KFF. October 8, 2020. Available at http://allh.us/vHwC.

| The Uninsured

The vast majority of Americans (90%) do have some
form of health care coverage. However, 29 million
Americans are still without coverage. Most uninsured
Americans are in families with at least one full-time
worker. Half of the uninsured are in families with incomes
below 200% of the Federal Poverty Level. Eighty-six
percent of the uninsured are nonelderly adults. The unin-
sured are disproportionately people of color.

Affordability remains a prime driver of the number of
uninsured in America. While employed workers may be
provided access to health care coverage, they may not

be able to afford their share of the premiums. Medicaid
eligibility for low-income individuals can vary by state, and
in states where coverage through Medicaid is not avail-
able, low-income adults are more likely to be uninsured.
More than two million Americans fall into a coverage gap
affecting those with incomes higher than state Medicaid
eligibility yet lower than the benchmark income necessary
to qualify for Marketplace premium tax credits.

The Rising Cost
of Coverage and
Underinsurance

The cost of health care coverage remains an ongoing
challenge for many Americans. In 2020, the average
premium for an individual or family in an employer-based
plan was $7,470 and $21,342, respectively. Premiums
continue to increase faster than wages or inflation. Over
the last five years, the average premium for family cover-
age has increased by 22%. Over the last ten years, it has
increased by 55% (See Fig. 2.2).

Many Americans with health care coverage neverthe-
less struggle with the problem of underinsurance and
growing financial requirements. Underinsurance is
typically defined as when an individual has difficulty
affording all of their health care costs. The average
deductible for individual coverage has increased by
79% over the last decade. The increasing financial
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requirements can impose a significant burden, espe-
cially for Americans with lower incomes, driving some
to delay needed care because of the concern over
out-of-pocket costs. Others who do utilize services can
face escalating debt as a result.

Shared
Responsibilities
and Trade-Offs

It is a central tenet of health care coverage in
America that the federal government largely offsets
the cost of coverage for an individual. In direct govern-
ment coverage arrangements, the federal government
pays for a significant portion of the individual’s health
insurance. In employer-based coverage arrangements,
the employer’s share of the coverage is offset by a fed-
eral tax deduction and an employee benefits from tax
exclusion. Directly or indirectly, the federal government
is paying for almost a third of all health care spending.

That said, individuals also bear financial responsibil-

ity to varying degrees, depending on the program. In
Medicaid, which is targeted to low-income individuals,
financial requirements are nominal. In Medicare, individ-
uals pay up to 20% of the cost of covered Part B ben-
efits. Individuals can purchase supplemental Medigap
coverage to insure against additional expenses, but

do so out of their own pockets. Low-income Medicare
recipients pay significantly less for their own care with
subsidies provided by the Medicaid program. (See
Chapter 6 of this Handbook for more information on this
population.) The ACA Marketplace plans have subsidy
structures designed around an individual being respon-
sible for an estimated 30% of their cost of care.

Employer-based coverage has fewer restrictions on
financial participation requirements. If an employer
provides a uniform set of financial participation require-
ments for all employees, lower-income employees will
be more financially challenged to fund their share of
the coverage.

The design of the benefits provided and financial par-
ticipation requirements in any coverage arrangement
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struggle
with the problem of
underinsurance.

requires making trade-offs between coverage generos-
ity and costs paid either by the person or by taxpayers.
Many insurance programs also use benefit design
approaches like limited provider networks, limitations
on services, and utilization review. These tools can

be used to reduce prices, control utilization, or both,
therefore keeping costs in check without requiring
beneficiaries to pay more. But aggressive use of those
benefit design tools can only go so far before there is
consumer backlash. The Patients’ Bill of Rights debates
of the early 2000s were in response to benefit limita-
tions. Eventually, coverage arrangements return to the
question of how much covered individuals should be
expected to contribute financially. The more an indi-
vidual is required to pay, the greater the likelihood that
the individual will face the problem of underinsurance.
In turn the conflict between health care costs and other
living expenses becomes more acute. The costs to

an individual can be lowered considerably by greater
financial participation from the government. That, of
course, requires additional taxpayer resources.

The effort to find an acceptable balance between
government subsidization of health care costs and
individuals’ financial requirements in paying for health
care costs eventually drives the policy conversation

to consider health care costs (See Chapter 1 of this
Handbook for more information on health care costs
and spending). The interconnected nature of coverage
and costs necessitates they both be considered simul-
taneously in policy conversations.

This Handbook was organized by the Alliance for
Health Policy in partnership with Health Affairs,
and made possible with generous support from
Arnold Ventures.
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Telehealth: Delivering Care Safely During COVID-19.
http://allh.us/EQ]W

Beyond COVID-19: 4 Other Key Health Issues Congress
Recently Addressed. http://allh.us/vpr8

Mental Health Parity in the US: Have We Made Any Real
Progress? http:/allh.us/q6RF

Examining the Continuum of Coverage Proposals.
http://allh.us/XFQr
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