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This brief is the first in a series discussing seamless health care insurance coverage for families
lacking coverage due to work or life transitions. In this brief, we review the literature on the
prevalence of uninsurance caused by work or life transitions. We also provide initial
recommendations for state and federal policymakers on how best to ensure seamless health
coverage under the Affordable Care Act for individuals and families who lose health insurance
because of a work or life transition. A more detailed set of recommendations will follow in a
policy brief to be released in the summer.

Introduction

The Affordable Care Act (ACA) builds on our country’s employment-based health insurance system
which is the bedrock of health insurance coverage for most Americans. When these Americans
experience a change in their work lives or their family lives, they are at risk for losing their job-based
health insurance coverage. The health insurance exchanges established by the ACA! provide an
unprecedented opportunity to address one of the major sources of gaps in health insurance
coverage: transitions in life that result in the loss of health insurance.
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The uninsured population is not static. Many people who are uninsured cycle in and out of coverage
over a short period of time. One-half to two-thirds of those who are uninsured in any given year move
into or out of coverage in that year.2 Even short bouts of uninsurance can have important health
impacts due to lack of needed care.3 Many of those who are intermittently uninsured are experienc-
ing a work or life transition that also involves a loss of income, such as the loss of or change in a job
in the family, a reduction in work hours, divorce or legal separation, loss of dependent status, a
disability, or the death of a family member.

These individuals in transition are likely to make up a significant portion of those eligible for the new
health insurance exchanges. In Massachusetts, approximately one-quarter of individual market
participants in the “Health Connector,” the state’s health exchange, enrolled and terminated their
coverage within 12 months.* How transitional coverage is handled will play a major role in whether
the ACA is successful in expanding and stabilizing health coverage. In order to be successful in
enrolling the uninsured, the exchange should be designed to maintain continuous coverage for
individuals undergoing life transitions. Understanding the triggers to uninsurance provides an
important window into how people who are in life transitions can be reached and enrolled into the
exchange before or at the time they lose other sources of coverage.

Background

Under the recently enacted federal health law, the Affordable Care Act, Americans will continue to
receive health coverage from multiple sources: employer-based coverage, public programs such as
Medicare or Medicaid, individually purchased insurance, and the newly created exchanges. Many
Americans, especially those who would have been uninsured prior to reform, will move between
sources of coverage.

The vast majority of Americans under age 65 have health coverage through an employer, either
through their own job or through a parent or spouse.® That is not expected to change under the ACA.
While most analysts predict only a small net decline in job-based coverage under the ACA, there are
likely to be significant transitions on and off of employer-sponsored coverage in the early years: more
individuals will take-up employer-based coverage in response to the mandate, and some lower-wage
employers will elect to drop coverage. Long and Gruber (2011) estimate that 1.5 million Californians
will lose employer-sponsored insurance as their employers cease to offer coverage, while an
estimated 630,000 would gain or newly take-up job-based coverage through their own, or a spouse’s,
employer.5

After initial implementation, we can anticipate the continuation of the existing cycling in and out of
job-based coverage. The difference under the ACA will be that individuals who lose their job-based
coverage will now have the ability to seek transitional coverage through the exchanges.

For more than two-thirds of the uninsured, uninsurance is not typically a static situation.” Rather, for
many individuals uninsurance is a condition precipitated by a work or life change such as loss of job,
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reduction in work hours, job change, divorce, early retirement, or graduation. As shown in Figure 1,
Short and Graefe (2003) found that over a four-year period, 24 percent of the uninsured spent one to
four months uninsured, 22 percent spent five to twelve months, 19 percent spent thirteen to
twenty-four months, and 35 percent spent twenty-five to forty-eight months uninsured.? Some of the
uninsured cycled in and out of coverage multiple times.

Figure 1.
Distribution of Uninsured by Duration of Gap in Coverage, U.S. Population Under Age 65

1 to 4 months

25 to 48 months

35%
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Source: Short and Graefe (2003).

Cyclical periods of high unemployment lead to greater uninsurance during economic downturns.?
Nearly 30 percent of non-elderly adults in California were uninsured for all or part of 2009, when
unemployment averaged 12.3 percent, up from 24 percent uninsured in 2007 when the
unemployment rate averaged 5.3 percent.!® Even when unemployment is low, the American
workforce is highly mobile; at any given time, 20 percent of the workforce is estimated to have been
at the present job for less than one year.!1

Intermittent periods of non-coverage are correlated with negative care experiences and potentially
adverse health outcomes, according to research by Sudano and Baker (2003). Those lacking
continuous health insurance underutilize clinical preventive services and have difficulty in accessing
care. Being continuously or intermittently uninsured is a marker for health decline in late middle age.
The catch-up period for preventive care after a period of continuous or intermittent uninsurance is
in excess of two years.!2

Uninsured Americans have a higher mortality rate overall'3 and are more likely to die after trauma
than insured Americans.!* The uninsured are more likely to go without care. A Commonwealth Fund
survey (2009) found that among working adults who were uninsured for at least part of the year:
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e 56 percent did not visit a doctor or clinic when sick because of cost;

e 62 percent experienced at least one cost-related access problem, including failing to fill
prescriptions or get recommended tests or treatment, and forgoing care from a specialist and
other doctors when sick; and

« 35 percent delayed or did not get preventive screenings because of cost.!?

Another study by McWilliams and colleagues (2007) found that adults who were uninsured and then
enrolled in Medicare at age 65 had more doctor visits, hospitalizations, and total medical
expenditures than those who were previously insured.16

Until the exchanges are implemented in 2014, COBRA coverage is the primary back-up option for
those who lose coverage due to a life or work transition. COBRA allows individuals to continue
to access an employer-based group health plan that they otherwise would have lost due to
unemployment, reduction in work hours, or divorce. But COBRA coverage has some significant
limitations.

Only about 20 percent of those eligible actually enroll in COBRA, absent any federal premium
subsidies.!” Low enrollment is partly due to lack of affordability. COBRA allows individuals to
continue to access their group health plan, but most individuals will have to pay the entire premium
(where previously an employer may have covered a portion of the premium) at a time when the
individual has less income. Families USA (2009) found that the average unemployed worker would
need to spend 30 percent of his/her unemployment check on COBRA premiums to maintain single
coverage and 84 percent to maintain family coverage.18

In addition, not all workers are eligible for COBRA. Only workers employed by firms with at least 20
employees are eligible under the federal COBRA law, though California has expanded COBRA to
smaller businesses with 2 to 19 employees. According to the Commonwealth Fund (2009), 5 percent
of current workers would not be eligible for federal COBRA benefits upon loss of their job because
they work for a small business.!® Additionally, eligibility for COBRA coverage is time limited,
expiring after 18 to 36 months, depending on the qualifying event.

Purchasing coverage in the individual market is also not currently an option for many individuals
going through a life or work transition. A survey by the Commonwealth Fund (2011) found that 71
percent of adults who attempted to buy a health plan in the individual market in the last three years
found it very difficult or impossible to find an affordable plan with coverage that fit their needs, were
denied coverage or charged a higher rate due to a health problem, or had a specific health problem
excluded from coverage.2? Beginning in 2014, the ACA will reduce these barriers by offering
subsidies for eligible individuals, setting minimum benefits standards for health plans, and banning
denial of coverage and rate variation based on pre-existing conditions.
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Work and Life Transitions Prompting Insurance Loss

Many individuals and families lose insurance as a result of work or life transitions that also often
result in income loss, such as job loss or change, divorce, widowhood, loss of dependent status,
disability, or moving. Given the concomitant loss of income typically seen in these circumstances, it
should not be surprising that cost is the single most common reason cited by individuals for lack of
coverage.2!

CHANGE OF EMPLOYMENT

Aside from cost, the most common reason cited by individuals for a lack of coverage is a change in
employment in the family, whether due to the loss of a job or a job change.?2 A survey by the Centers
for Disease Control and Prevention (CDC, 2006) found that 27 percent of the uninsured identified
change in employment as one of the reasons for lack of coverage.?3 A recent survey by the
Commonwealth Fund (2011) found that nearly three out of five individuals who had been receiving
coverage through their jobs and lost their jobs became uninsured.?*

Newly unemployed workers are just one group that loses coverage as a result of a change in
employment. Switching jobs or leaving the labor market altogether can also have a significant impact
on insurance coverage. Gruber (2001) analyzed individuals who had moved from privately insured
to uninsured at a point in time and had lost or left a job in the previous four months. Among these,
less than a quarter moved from employment to unemployment, while more than half moved to a
new job and nearly a quarter left the labor market.2> One reason for loss of coverage when moving to
a new job is that nearly three-quarters of covered workers are employed by firms that require a
waiting period for health benefits. The most common waiting period length is one month, affecting
31 percent of covered workers.26 In California, 6 percent of covered workers were employed by a firm
with a waiting period of more than 90 days in 2009.2” The ACA will limit waiting periods to 90 days
starting in January 2014.

The longer one is out of work, the more likely one is to lose private coverage. This can be explained
in part by the fact that the longer one is unemployed, the more likely one is to lose COBRA coverage
either due to expiration of eligibility or due to exhaustion of financial resources to dedicate to COBRA
coverage.?8

A reduction in work hours can also increase the likelihood of uninsurance. Fairlie and London (2005)
found that full-time, full-year workers who become employed only part-year are 5.0 percentage
points more likely to lose health insurance than those who continue to work a full year, and full-time,
full-year workers who become employed only part time are 5.7 percentage points more likely to lose
health insurance than those who continue to work full time.29 Research by the Commonwealth Fund
(2005) found that temporary workers (defined as temporary agency workers, contract company
workers, leased employees, on-call workers, day laborers, or direct-hire temporary workers) are
more likely to be uninsured than the population as a whole.3? Because the employer obligation in the
ACA applies to full-time, full-year employees, a reduction in work hours or work year may continue
to result in the loss of job-based coverage in the future.
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Children’s coverage is also tied to employment changes. Fairbrother and colleagues (2010) found
that children whose parent loses a job are almost four times as likely to lose insurance as are children
whose parent experiences no job loss. Nearly one-third of children with private insurance lose
coverage when a parent loses a job, and for low-income children among this group the odds of
becoming uninsured are even higher: 46 percent. The high rate of uninsurance for these low-income
children is partly due to the lower ability to afford COBRA coverage.3!

Divorce AND WIDOWHOOD

Divorce and widowhood are also correlated with losing health insurance, especially for women and
the near-elderly.32 In 2008, almost 40 percent of married women ages 18 through 64 received
employer-sponsored insurance as a dependent,33 compared to 25 percent of all women ages 18
through 64.3% One-quarter of women offered health insurance through their own employers decline
in favor of dependent coverage through a spouse.3® Even women with insurance through their own
employers are at risk of losing insurance after a divorce because a major loss of financial resources

post-divorce decreases the ability to afford the employee portion of a premium.36

Over three-quarters of women who remain married are continuously insured, compared to just over
half of women who divorce.37 Marital disruption, including widowhood, separation, and divorce,
increases the risk of insurance loss significantly more for women than for men.3® The chances of
becoming uninsured in the eight months after the loss of a spouse (widowhood, separation, divorce)
are 23 percent for married women and 14 percent for married men.3? Persons who are widowed,
divorced, or separated account for one-third of the uninsured near-elderly.* Approximately
3 percent of the non-elderly uninsured report that a change in marital status or the death of a parent
are reasons for uninsurance.*!

AGING OuT

Another trigger for losing health insurance is aging out of a plan. The ACA allows young adults under
age 26 to enroll in a parent’s plan, potentially reducing the number of young adults who lose
coverage due to age, but data is not yet available to indicate how coverage trends are likely to change
for this group. In 2006, 6 percent of the non-elderly uninsured cited ineligibility due to age or leaving
school as reasons for uninsurance.4? Currently, turning 19 increases the risk of being uninsured by
more than twofold: the uninsured rate rises from 12 percent among children age 18 and under to
31 percent among those ages 19 to 29.43 High school and college graduations are also milestones at
which young adults tend to lose coverage. Among all young adults graduating from high school,
30 percent were uninsured for some time in the subsequent year, while the rate is much higher
(51 percent) for those who do not go on to college and lower (23 percent) for young adults who
attended college that year.** Nearly two of five college graduates are uninsured for a period during
the first year after graduation.*>

Young adults comprise 29 percent of the uninsured and have the highest rate of uninsurance of any
age group. Working young adults have lower access to job-based coverage than other working adults
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because they are more likely to work for small firms and in industries with low offer rates.46 Young
adults face higher unemployment rates than other age groups*? and are also less likely to be mar-
ried,*8 thereby decreasing the odds of receiving coverage through their own job or that of a spouse.

Another reason for the higher rate of uninsurance among young adults is that more than four in ten
young adults who were previously enrolled in Medicaid or the Children’s Health Insurance Program
(CHIP) become uninsured after turning 19.4% Beginning in 2014, some of these young adults will be
eligible to continue their Medicaid coverage due to the ACA expansion of coverage to adults below
133 percent of the federal poverty level. In the 10 states in which Medicaid eligibility for children ages
6 through 18 is above 133 percent of the federal poverty level, young adults will continue to age off of
Medicaid.> Due to their low income, uninsured young adults who age out of Medicaid or CHIP are
unlikely to be able to afford job-based coverage even if it is offered through their own job. In
addition, more than half of these uninsured young adults are in families below the federal poverty
level, making enrollment in a parent’s plan unlikely.>!

The ACA will result in a significant expansion of coverage for those young adults who have access to
a parent’s job-based plan, but many currently uninsured young adults will not benefit from this
expansion and are likely to access coverage through the exchanges. Young adults who become
ineligible for Medicaid and CHIP due to age are also likely to access coverage through the exchanges.

DisABILITY

Disability is another cause of uninsurance. Two percent of employees who take leave due to their
own temporary disability (including pregnancy, child birth, and recovery from child birth) or to care
for an ill family member lose their health insurance, according to a study by the Department of Labor
(2001).%2 A 2003 survey of non-elderly adults with permanent disabilities found that 5 percent were
uninsured.>3

Some employees with short-term disabilities will continue to have access to their employer-based
coverage as mandated by the Family and Medical Leave Act (FMLA), which requires employers to
maintain group coverage for employees on certain kinds of leave. But half of all workers in the
country are not covered by FMLA either because they work for a small business or they haven’t met
the eligibility requirements.>*

Private short-term disability insurance typically replaces wages only and does not address health
insurance.

Some disabled individuals may qualify for Medicaid if their income and assets are low enough.
Those with short-term disabilities are typically ineligible for Medicaid because eligibility rules may
require being unable to work for a year or more. The ACA eliminates the asset test for some Medicaid
eligibility categories, reducing a significant barrier to eligibility, but the asset test will continue for
individuals with disabilities.
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Individuals with long-term disabilities (expected to last more than one year) are eligible for
Medicare, even prior to reaching age 65, but only after a waiting period that typically lasts 29 months.
(The 29-month waiting period includes a five-month waiting period from the start of disability to the
start of Social Security Disability Insurance [SSDI] plus a 24-month waiting period from the start
of SSDI to the start of Medicare.) Short and Weaver (2008) estimate that at any point in
time 1.3 to 1.5 million newly eligible SSDI recipients are waiting to qualify for Medicare. Nearly
one-quarter of new Medicare enrollees were uninsured at the point at which they were surveyed
during the waiting period.>®

MoviING

Moving is also associated with loss of insurance. Nationally, 13.1 percent of children who have
moved in the last 12 months were uninsured compared to 8.6 percent among the children who did
not move.>6 Moving is also strongly correlated with other factors such as job loss and divorce, which
are often precipitating events for a move as well as income loss. Because moving is often the result of
a change in employment or a change in family situation, moving is not necessarily the cause of the
loss of coverage. Assuring that individuals continue to be covered even after a move presents a
policy challenge.

Policy Considerations

The ACA establishes mechanisms for ensuring seamless coverage between public programs and the
exchanges. Each state will be required to have a single, streamlined form which an individual would
fill out regardless of whether they enter the system through an exchange, the Medicaid program, or
CHIP. That form will be used to determine eligibility for health insurance in any of the other
programs. Individuals eligible for Medicaid or CHIP who apply for coverage in the exchanges will be
automatically enrolled in the appropriate public program.>” The enrollment data will be shared
between the exchanges, Medicaid, and CHIP.

As the ACA is implemented through federal regulations and state law and regulations, similar
strategies should be implemented to create seamless coverage for individuals transitioning between
job-based coverage and the exchange. The strategies should focus on trigger events that lead to
coverage gaps. Accomplishing seamless coverage transitions will require significant intentionality in
designing the exchanges. In an upcoming policy brief, we will further analyze the ways in which
federal and state policy can help ensure that individuals maintain coverage as they experience life
transitions, but in this brief we raise some initial considerations for policymakers.

First and foremost, it is important that the architects of the state health exchanges recognize that
many of the consumers of health plans under the exchange will be seeking temporary health
coverage and may enter and exit the exchange multiple times.
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Each of the trigger events discussed in this brief creates a potential point of intervention to connect
individuals to the health insurance exchanges. Information about potential eligibility for the
exchanges and the opportunity to enroll should be provided to individuals going through work or life
transitions at certain contact points: COBRA notification, application for unemployment insurance,
application for state disability and paid family leave insurance, dissolution or nullification of a
marriage, or legal adoption of a child. Enrollment should be as streamlined and automatic as
possible.

In order to simplify the transition between job-based coverage and the exchanges and to maximize
continuity of care, exchanges should seek to offer plans with networks that are similar to those of the
largest employer plans.

The work and life transitions discussed in this brief are often associated with significant changes in
income. Under the ACA, subsidies and credits for both employment-based coverage and the
exchanges are determined annually based on the previous year’s taxable income. The Secretary of
Health and Human Services may create procedures for determining eligibility based on factors other
than most recent taxable year income if an individual applicant has submitted information that
“demonstrates substantial changes” in income, family size, filing status, or other significant changes
affecting eligibility, or if the individual applicant files for unemployment benefits. To ensure that
health care remains affordable during periods of lost income, the guidelines developed by the
Secretary and the practices put in place must be responsive to these dips in income. Federal
regulations will have important implications for the level of uncertainty and financial hardship
individuals may face in utilizing exchange subsidies and will have an impact on public support for
the law.

States should consider what role exchanges and other organizations will play in helping individuals
make informed choices about the level of subsidies they accept in the exchanges, factoring in the
projected income changes throughout the year while acknowledging the eventual reconciliation of
projected and actual household income.

This brief sets the groundwork for an upcoming policy brief in which we will make more detailed
recommendations for state and federal policymakers on how best to ensure seamless health
coverage under the Affordable Care Act for individuals and families who lose health insurance
because of a work or life transition.
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