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Health Insurance Coverage of Dual-Income Families:
The Free-Rider Effect and the Cost to Employers

In an effort to inform the discussion regarding @&ypr-sponsored insurance (ESI) both in
Missouri and nationally, the Missouri Foundation iftealth (MFH) contracted with
Professor Kenneth E. Thorpe, PhD, of Emory Univetsi examine the distribution of costs
associated with ESI coverage among dual-incomelissniWe believe this study builds on
existing knowledge and offers significant new imggjinto ESI coverage, including:

* The decline in the percentage of individuals cogldrg ESI has continued over the last
five years, falling from 59 percent to just 53 p@rc

» Large employers are carrying extra health insuraosgs because many small emplsye
have either been priced out of the health insuragsgem, or cannot offer coverage at
similarly affordable rates as large employers.

* In 2006, employers providing health insurance srtamployees’ working spouses are
assuming additional costs of more than $46 bilhationally and $891 million in
Missouri.

Background

The percentage of duadeome families has increased sharply over the3&gears. Amon
married couples, in 1970 both spouses were emplioy88 percent of cases, while currently
more than 52 percent of married adults both wakthe same time, the share of employers
offering health insurance continues to declindirffglto 55 percent from more than 59
percent just five years ago. Both of these treatdse increased financial pressure on those
employers that continue to offer health insuraremefits.

One area of interest concerns workers who recesaéithinsurance through a spouse’s
employer rather than their own and the impact laaton the employer providing coverage.
Such workers may choose spousal coverage becaisewn employer does not offer
insurance, or they may simply choose the mostaitteaemployer-sponsored benefit. In
either case, covering the spouses of employeesases the cost of providing health
insurance for employers that continue to offer cage, and reduces (or does not add to) the
cost for employers that do not cover their own veask

This summary is derived from an in-depth paper phasents new 2006 data for the entire
United States and Missouri on the number of duedime families with ESI, the share of



those receiving coverage through only one emplayet,the added costs such employers face in prayidi
coverage to workers they do not employ.

Nationally, there were nearly 31 million familie&l(7 million adults) where both adults were emptbgaring
the year. In Missouri, almost 682,000 familiesddual working spouses. Of these families, 55qu@rn the
U.S. (34.1 million workers in 17.1 million familieand 51 percent in Missouri (more than 692,000kenxs in

346,000 families) have ESI coverage through onesgie policy. Employers that do not provide insgeato

their own workers have been characterized by s@tifree-riders” because their workers are receiviaglth

insurance through other employers.

Findings

The economic costs incurred by employers coverotg bpouses are substantial. This study estintiaa¢s
nationally the added costs of covering employeaesking spouses totaled approximately $46 billion in
additional health insurance premiums in 2006. isdduri, the overall cost to employers covering leyges’
working spouses is estimated to be $891 millior2fad6.

Both nationally and in Missouri, the industriesttbantain the greatest concentration of free-ridechide retail,
agricultural, fishing, and forestry. Nationallys percent of workers in dual-income families wheeige ESI
coverage and work in the retail/other services stigudepend on their spouse for health care coeeray
agriculture, fishing, and forestry, 42 percentha workers receive insurance through their huslsamidivife’s
employer. In Missouri these percentages are 388rzkrcent respectively. However, percentagesher
industries are lower and range from 21 to 34 pencationally and from 21 to 30 percent in MissouBioth
nationally and in Missouri, free-riding employers anost prevalent among the smallest firms — thdte
fewer than 10 employees. In fact, the concenmatidree-rider employers generally decreasesrasdize
increases.

Implications

The economic impact of free-riding employers on lEygrs that offer family health insurance coverage
substantial. Recent increases in the percentadeabiincome families, as well as a sustained dech
employers offering ESI, place additional finang@etssure on those employers that continue to offeerage.
The information presented points to the need fooee equitable method for distributing costs anaeffies
within the employer-sponsored insurance system.

About This Summary

The information presented here is taken from “Show Me Series Report 9: Health Insurance Coverage of Dual-
Income Families: The Free-Rider Effect and the Cost to Employers” prepared at Emory University by Kenneth E.
Thorpe, PhD; Jennifer Flome, MPH; and Katya Galactionova, MA. The complete report is an online publication
available at www.mffh.org.
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