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THE NUMBER OF UNINSURED AMERICANS
IS AT AN ALL-TIME HIGH

Data released today by the Census Bureau show that the number of uninsured Americans stood at
a record 46.6 million in 2005, with 15.9 percent of Americans lacking health coverage. “The number
of uninsured Americans reached an all-time high in 2005,” said Robert Greenstein, executive
director of the Center on Budget and Policy Priorities. “It is sobering that 5.4 million more people
lacked health insurance in 2005 than in the recession year of 2001, primarily because of the erosion
of employer-based insurance.”

Census data show that 46.6 million Americans were uninsured in 2005, an increase of 1.3 million
from the number of uninsured in 2004 (45.3 million). The percentage who are uninsured rose from
15.6 percent in 2004 to 15.9 percent in 2005. The number of children who are uninsured rose from
7.9 million in 2004 to 8.3 million in 2005.

“The increase of 360,000 in the number of uninsured children is particularly troublesome,”
Greenstein said. “Since 1998, the percentage of uninsured children has been dropping steadily, from
a high of 15.4 percent to 10.8 percent in 2004. The new Census data show that the uninsured rate
among children moved in the wrong direction in 2005, rising to 11.2 percent.”

Greenstein warned that matters could get worse. In fiscal year 2007, which begins October 1,
children’s health insurance programs in 17 states face federal funding shortfalls totaling an estimated
$800 million, equal to the cost of covering more than 500,000 low-income children. Congress has
known about the shortfall since early February, when the Administration took note of it and
proposed a measure to address it, but Congress has so far failed to act.

“Unless Congtess takes action this year to avert the impending shortfall,” Greenstein said, “the
increase in the number of children without health coverage is likely to accelerate in the year ahead.”
Key Findings from the New Census Data

 The number of people without health insurance was 46.6 million in 2005, compared to 45.3
million in 2004, and 41.2 million in 2001 (see table below).

« The percentage of Americans without insurance rose to 15.9 percent in 2005, higher than the
15.6 percent level in 2004 and much higher than the 14.9 percent level in 2001.



Table 1. Health Insurance Coverage, 2001 to 2005*
Employer- Individually- Military
Medicaid/ sponsored purchased Health
Uninsured SCHIP Insurance  Insurance Medicare Care
Number
(millions) Percent Percent Percent Percent Percent Percent
2005 46.6 15.9% 13.0% 59.5% 9.1% 13.7% 3.8%
2004 45.3 15.6% 13.0% 59.8% 9.3% 13.6% 3.7%
2003 45.0 15.6% 12.4% 60.4% 9.2% 13.7% 3.5%
2002 43.6 15.2% 11.6% 61.3% 9.3% 13.4% 3.5%
2001 41.2 14.6% 11.2% 62.6% 9.2% 13.5% 3.4%
* Based on Current Population Surveys. Percentages do not sum to 100% because some people have
more than one type of coverage.

 The percentage of Americans who are uninsured rose largely because the percentage of people
with employer-sponsored coverage continued to decline, as it has in the past several years.

 The percentage of children under 18 who are uninsured rose from 10.8 percent in 2004 to 11.2
percent in 2005, while the number of uninsured children climbed from 7.9 million in 2004 to
8.3 million in 2005, an increase of 360,000.

« Lack of insurance is much more common among people with low incomes. Some 24.4 percent
of people with incomes below $25,000 were uninsured in 2005, almost triple the rate of 8.5
percent among people with incomes over $75,000.

o African-Americans (19.6 percent uninsured) and Hispanics (32.7 percent) were much more
likely to be uninsured than white, non-Hispanic people (11.3 percent).

« The percentage of native-born citizens who were uninsured rose in 2005, while the percentage
of non-citizen immigrants who lacked coverage was unchanged. Nonetheless, non-citizen
immigrants were far more likely to be uninsured (43.6 percent uninsured) than native-born
citizens (13.4 percent). The principal reason so many immigrants lack insurance is that they are
less likely to be offered health insurance by their employers.'

« Insurance coverage declined in the South and the West in 2005, while remaining steady in the
Northeast and Midwest. Unfortunately, the South and the West already had poorer health
insurance coverage than the other two regions in eatlier years, so this further widened the gap
between regions.

« Significant changes in the percentage of people who are uninsured occurred in a number of
states. Comparing the 2004-5 period with the 2003-4 period, the percentage of people who are
uninsured increased significantly in eight states (Arizona, California, Delaware, Florida,
Georgia, South Carolina, Utah and Vermont), while it declined significantly in three states
(Idaho, Iowa and New York).

! Claudia Schur and Jacob Feldman, “Running in Place: How Job Characteristics, Immigrant Status, and Family Structure
Keep Hispanics Uninsured,” Commonwealth Fund, May 2001.
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o In 31 states, the percentage of residents who are uninsured was significantly higher in the 2004-
2005 period than in 2000-2001, before the current economic recovery began. The 31 states
with significant increases were Arkansas, Colorado, Connecticut, Delaware, Florida, Georgia,
Indiana, Maryland, Massachusetts, Michigan, Mississippi, Missouri, Montana, Nebraska,
Nevada, New Hampshire, New Jersey, New York, North Carolina, Oregon, Pennsylvania,
Rhode Island, South Carolina, South Dakota, Tennessee, Texas, Utah, Vermont, Virginia, West
Virginia, and Wisconsin.”

« While Hurricane Katrina had severe consequences for a large number of its victims in the Gulf
region, it should not have a significant effect on the number or percentage of people who are
uninsured, as measured by the Census Bureau. In the March 2006 Current Population Survey,
the Bureau asked whether people had any health insurance coverage in calendar year 2005. An
uninsured person is defined as a person who had no coverage at all in 2005. Thus, a person
who had health insurance from January thru August 2005 — before Katrina hit — but became
uninsured after that would be counted as insured in 2005.

Changes in Private Insurance Coverage

The percentage of Americans with private health insurance declined to 67.7 percent in 2005,
marking a pattern of erosion for the past several years. A new research study by Jack Hadley, a
health economist at the Urban Institute, found that the main reason that adults’ private insurance
coverage has faded in recent years is that the costs of insurance premiums have climbed, making
coverage less affordable for employers and employees alike. Hadley also found that rising private
insurance premiums have led to higher Medicaid enrollment of adults, as low-income workers are
squeezed out of private coverage and into Medicaid.” Data from the Kaiser Family Foundation
show that, on average, employers are requiring employees to contribute more in cost-sharing (i.e.,
premiums, deductibles, and/or copayments) for their health insurance and that fewer small
businesses are offering health coverage.*

The Census data also show that individually-purchased health insurance, a small component of the
overall private insurance market, has been essentially stagnant. In 2005, the percentage of people
covered by such policies was 9.1 percent, a figure largely unchanged over the past several years. The
individual market continues to suffer from significant problems. Older individuals and people in
poorer health may be unable to afford coverage in the individual market, as coverage may be offered
to them at very high prices, or they may be excluded entirely, due to the use of medical
“underwriting” (i.e., the use of practices by which private insurance companies charge higher
premiums, or fail to offer coverage at all, to individuals who are sicker and likely to incur higher
health care costs).’

2 Based on analyses of Current Population Survey data by the Center on Budget and Policy Priorities.

3 Jack Hadley, “The Effect of Recent Employment Changes and Premium Increases on Adults’ Insurance Coverage,”
Medical Care Research and Review, 63(4):447-474, Aug. 2000.

4 Kaiser Family Foundation/Health Research and Educational Trust, “Employer Health Benefits, 2005,” Sept. 2005.
5 Karen Pollitz and Richard Sorian, “Is the Individual Market Ready for Prime Time?”” Health Affairs Web Exclusive,
October 23, 2002.



Table 2. Health Insurance Coverage of Children, 2001 to 2005*
Employer- Individually- Military
Medicaid/ sponsored purchased Health
Uninsured SCHIP Insurance  Insurance Medicare Care
Number
(millions) Percent Percent Percent Percent Percent Percent
2005 8.3 11.2% 26.7% 60.5% 5.5% 0.7% 3.1%
2004 7.9 10.8% 27.0% 61.0% 5.8% 0.7% 2.8%
2003 8.4 11.4% 26.4% 61.2% 5.3% 0.7% 2.7%
2002 8.5 11.6% 23.9% 63.0% 5.3% 0.7% 2.9%
2001 8.5 11.7% 22.7% 63.9% 5.0% 0.6% 3.3%
2000** 8.6 11.9% 20.9% 65.6% 5.0% 0.7% 3.5%
1999 9.3 12.8% 20.3% 64.8% 5.6% 0.5% 2.9%
1998 11.1 15.4% 19.8% 63.3% 5.1% 0.5% 3.1%
* Based on Current Population Surveys. Percentages do not sum to 100% because some people have
more than one type of coverage.
** The Census Bureau changed how it determines who is uninsured in 2000, so data before that year are
not fully comparable to more recent estimates.

Changes in Medicaid and SCHIP Coverage

The number of Americans covered through either Medicaid or the State Children’s Health
Insurance Program (SCHIP) remained about the same in 2005 (38.1 million) as in 2004 (38.0
million). Among children under 18, the number covered appeared slightly lower (19.7 million) in
2005 than in 2004 (19.9 million), but these differences may not be statistically significant.’

Over a modestly longer horizon — from 2001 to 2005 — Medicaid and SCHIP enrollment
climbed from 11.2 percent of Americans to 13.0 percent. These increases helped to offset the
reductions in employer-based coverage and kept the number of uninsured people from rising faster.
Enrollment in these programs did not climb because of eligibility expansions; some states initiated
Medicaid or SCHIP eligibility expansions in this period, but others scaled back eligibility.”
Enrollment in the public programs rose because of the increase since 2001 in the number of people
who are poor and the reduction in the number with employer-based health insurance.

Of particular note, the number of children who are uninsured declined sharply from 11.1 million
in 1998 to 7.9 million in 2004, but rose to 8.3 million in 2005 (Table 2). During this period, the
main factor driving health insurance coverage downward was erosion in employer-sponsored
coverage. Until 2005, these drop-offs were more than outweighed by strong growth in Medicaid
and SCHIP coverage of children, rising from 14.3 million in 1998 to 19.9 million in 2004. Between
2004 and 2005, however, the number and percentage of children covered by Medicaid and SCHIP
eroded slightly. The number of children covered by these two public insurance programs edged

6 Administrative data from the Centers for Medicaid and Medicare Services show about 6 million children were served in
SCHIP in both 2004 and in 2005. Administrative data for children’s enrollment in Medicaid in these years are not
available.

7 Donna Cohen Ross and Laura Cox, “In a Time of Growing Need: State Choices Influence Health Coverage Access for
Children and Families,” Kaiser Commission on Medicaid and the Uninsured, October. 2005.
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down from 19.9 million in 2004 to 19.7 million in 2005, although it is not clear if this change is
statistically significant.

Problems Loom for Children’s Coverage

Unlike Medicaid, an entitlement program in which the federal funding provided to states rises or
falls as states’ needs expand or contract, the SCHIP program is a block grant with capped federal
funding. Current projections by the Congressional Research Service, the Department of Health and
Human Services, and the Center on Budget and Policy Priorities indicate that federal funding for
SCHIP will not meet current needs in at least 17 states in fiscal year 2007, which starts October 1.
These states are projected to face federal funding shortfalls totaling an estimated $800 million to
$950 million, an amount equal to the federal share of the cost of insuring about 530,000 children.”
(The 17 states are: Alaska, Georgia, Illinois, Iowa, Louisiana, Maine, Maryland, Massachusetts,
Minnesota, Mississippi, Missouri, Nebraska, New Jersey, North Carolina, North Dakota, Rhode
Island, and South Dakota.)

In the budget it sent to Congress in February, the Administration proposed that additional funds
be made available to help fill the shortfalls in the coming year.” Congress, however, has not acted to
avert the impending shortfall. If it does not do so before fiscal year 2007 begins, the number of
uninsured children could rise substantially, and several years of gains in children’s coverage could be
reversed.

Medicaid enrollment among children also could decline in the coming year because of changes
enacted earlier in 2006 as part of federal budget-cutting legislation (the Deficit Reduction Act
enacted in February). In particular, one provision of that legislation requires U.S. citizens who are
enrolled in, or applying for, Medicaid to document their citizenship by producing documents such as
birth certificates or passports. Analyses based on a national representative survey suggest that one
to two million U.S. citizens covered by Medicaid, including poor children, pregnant women and
mothers, could have their coverage delayed or denied because they do not have these documents
readily available."” This new requirement is just beginning to be implemented by states and its
impact is not yet known.

8 Matt Broaddus and Edwin Park, “SCHIP Financing Update: In 2007, 17 States Will Face Federal Funding

Shortfalls of $800 Million in Their SCHIP Programs,” Center on Budget and Policy Priorities, June 5, 2006. CRS
estimates $944 million in federal shortfalls in fiscal year 2007 (Testimony of Chris Peterson, Congressional Research
Service, to the Senate Finance Health Subcommittee, July 25, 2006). The U.S. Department of Health and Human
Services estimates $906 million in shortfalls in 2007 (Testimony of Mark McClellan, Centers for Medicare and Medicaid
Services, HHS, to the Senate Finance Health Subcommittee, July 25, 2006). Neither CRS nor CMS estimated the
number of children who might be affected.

° The Administrations proposal would accelerate the redistribution of SCHIP funds from states with unused funds to
states with shortfalls. Alternatively, Congtess could appropriate the additional SCHIP funding needed to avert shortfalls
in fiscal year 2007, as it did for fiscal your 2006.

10 T eighton Ku, “Revised Medicaid Documentation Requirement Jeopatdizes Coverage for 1 to 2 Million Citizens,”
Center on Budget and Policy Priorities, July 13, 2006. This assumes that states implement strategies such as data
matching to ease the burden of this provision on Medicaid beneficiaries.



