
Employment-Based Health
Benefits Under Universal
Coverage
It is premature to abandon the employer role until insurance
exchanges have proved that they can do a better job.

by Paul B. Ginsburg

ABSTRACT: In the context of proposals for universal coverage, a key emerging issue is the
role of employer-sponsored coverage. Such coverage has been slowly eroding and has been
criticized for providing little meaningful plan choice. Increased reliance on the individual in-
surance market in its present form is unlikely to meet society’s goals, but directing those with-
out access to employer coverage who receive subsidies to regional insurance exchanges
could make such coverage much more attractive. But real-world experience with such a re-
form is needed before considering the substitution of individual coverage for employer-based
coverage. [Health Affairs 27, no. 3 (2008): 675–685; 10.1377/hlthaff.27.3.675]

L
e a d i n g u p to t h e 2 0 0 8 p r e s i d e n t i a l e l e c t i o n, public policy ini-
tiatives to expand the number of Americans with health insurance are re-
ceiving more attention than at any time since 1993, when President Bill

Clinton delivered a comprehensive proposal to Congress. Many attribute today’s
attention to the return of conditions that motivated interest in the early 1990s,
when many years of rapid health insurance premium growth—well in excess of
earnings trends—fed fears about inability to continue to afford coverage.

Although cost concerns are as serious now as they were in 1993, much has
changed since then. A managed care revolution blossomed and faded. Shortfalls in
the quality of care have engaged the health care field. Consumerism has become
the vision of many large employers and some policy leaders for addressing the high
costs and uneven quality of care. These changes may lead to a different discussion
of an issue raised in the 1993 Clinton plan: employers’ role as purchasers of health
insurance for employees and their dependents.

Today, three main viewpoints question whether employer-based coverage
should continue as the dominant coverage source for people under age sixty-five.
The most broad based is concern about the viability of employer coverage in a con-
text of decreasing affordability for employers and employees, the challenge of in-
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ternational competitiveness, and changes in the structure of employment. The
other two views come from distinct camps. One champions a much greater role for
markets in health care and perceives employer coverage as an impediment to mar-
ket forces because few people have a broad choice of health plans and suitable in-
centives to economize. The other rejects markets in health care and advocates a
single-payer system, which might take the form of Medicare for all.

Serious thinking about the future role of employers in the provision of health
insurance coverage is emerging in proposals for universal coverage. Sen. Ron
Wyden (D-OR) and Sen. Bob Bennett (R-UT) have cosponsored a bipartisan bill
(S 334) under which employees and other individuals would choose a private
health plan through a statewide Health Help Agency. Employers would not pro-
vide coverage but would contribute funding based on premiums in the state and
on firm size and revenue. Insurers would have to enroll all who apply and not vary
premiums based on health status. Likewise, the Committee for Economic Devel-
opment (CED), a research and policy organization of business leaders and educa-
tors, developed a proposal for universal coverage that is built on individuals’ ac-
cessing regional insurance exchanges to choose from competing health plans.1

This paper examines the role of employers under universal coverage in today’s
context. I discuss the advantages and shortcomings of employer-based coverage,
what is needed to create a system in which individual coverage is a viable alterna-
tive to employer-based coverage, and why care should be taken not to undermine
employers’ role in providing coverage.

Factors Driving An Employer-Based System
Although analysts occasionally describe the origin of the U.S. employer-based

health insurance system as accidental—a mechanism to evade wage controls dur-
ing World War II—such a system would not have persisted and grown so long af-
ter wage controls in the absence of continuing compelling reasons. Three factors
stand out as most important.

� Tax treatment. Employer contributions are not taxable to the employee as in-
come and are deductible to the employer as a business expense. This applies to fed-
eral and state income taxes and to federal payroll taxes. Many self-employed people
also can deduct the cost of health insurance from their federal and state income
taxes but not from their payroll taxes. Ultimately, insurance purchased outside of
employment, however, does not gain any of this favored tax treatment, with the ex-
ception of the ability to deduct from income taxes any health care costs in excess of
7.5 percent of adjusted gross income (AGI).

The magnitude of the tax incentive related to employer coverage probably has
declined over time as federal marginal tax rates have declined. During the 1950s,
when employment-based coverage grew particularly rapidly, the top marginal tax
rate was as high as 92 percent. But the recent proliferation of Section 125 plans,
which permit employees’ premium contributions to be excluded from taxation as
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well, has increased the incentive. The fact that the tax treatment is more valuable
to employees with high incomes—who are in higher tax brackets and who tend to
purchase more-expensive coverage—likely contributes to the current pattern of
high-wage firms’ offering the most comprehensive coverage.2

� Large economies of scale. The costs of distributing health insurance to indi-
vidual purchasers (marketing, sales, underwriting, billing) are a major portion of
premiums, providing the opportunity for much lower costs per covered employee
when employers, especially large ones, purchase coverage for most employees and
their families. Charles Phelps reports that loading charges (the portion of the pre-
mium not going to paying medical claims) range from 60–80 percent of benefits for
individual policies to 15–20 percent of benefits for medium groups (100–200 em-
ployees) and 5–8 percent of benefits for very large groups (more than 1,000). How-
ever, some of this variation is probably a reflection of richer coverage obtained by the
larger firms (fixed distribution costs spread across more medical benefits).3 This
cost advantage provides large employers with an advantage in the labor market.

Employers also provide value to employees by negotiating the purchase of a
complex financial product on their behalf. Not only do health insurance policies
have complex benefit structures, but aspects such as which services are covered,
the quality of the provider network, and the extent of utilization controls are diffi-
cult for consumers to assess. Having a professional handle this transaction is a re-
lief to many employees, as demonstrated in employee surveys.

� Employers’ desire to have a covered workforce. Employers believe that
there is a link between access to health care and productivity; indeed, this is driving
recent strategies in wellness promotion.4 Having most employees covered is a key
factor behind employers’ pooling employees’ coverage and not varying employee
contributions by expected health care use—long before they were required to under
the Health Insurance Portability and Accountability Act (HIPAA). If employers in-
stead made a uniform defined contribution for each employee and then charged
them the difference between this and their expected costs on the basis of factors
such as age or chronic disease history, many of those likely to have the largest needs
for health care could not afford coverage. Pooling enables those at high risk to obtain
coverage, perhaps with some loss of take-up by young and healthy employees.

Erosion Of Employment-Based Coverage
Much of the concern about the future role of employers in providing coverage

comes from the slow decline in the proportion of Americans with employer-based
coverage. Census tabulations show that in 2006, 59.7 percent of the population
obtained health insurance through employment, compared with 62.8 percent in
1999, a year at a similar stage in the economic cycle. Long-term trends are difficult
to discern because year-to-year trends are dominated by changes in the number of
people employed and the size of the gap between premium trends and income
trends. But a number of factors are leading to a smaller proportion of working
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people having employment-based coverage.
� Decreasing affordability. As premium trends exceed earnings trends, the cost

of insurance, whether borne by the employer or the employee, becomes untenable
for more workers, and this difficulty is moving up the income scale. According to the
Henry J. Kaiser Family Foundation/Health Research and Educational Trust (KFF/
HRET) annual employer benefits survey, from 1999 to 2007, premiums for employer-
based coverage increased 114 percent while earnings increased only 27 percent, a gap
of 6.7 percentage points per year.

� Changed attachment to employers. Changes in employees’ attachment to
employers also have contributed to the erosion of employer coverage. From 2001 to
2005, increases in the percentage of the workforce that is self-employed and the per-
centage of employees who were in part-time or contract status and who worked in
industries that are less likely to provide coverage all contributed to declining rates of
employment-based coverage.5

� Declining retiree coverage. Likewise, the prevalence of retiree health cover-
age continues to decline, a victim of a dynamic economy. According to the KFF/
HRET survey, the proportion of employers with 200 or more workers offering cov-
erage to active employees that also offer retiree coverage declined from 66 percent in
1988 to 33 percent in 2007.6 Few firms with fewer than 200 workers offer retiree cov-
erage. New accounting standards related to reporting liabilities for retiree coverage
accelerated employers’ recognition of the incongruity of making commitments de-
cades into the future, given the uncertainty of the future size of their workforce, life
expectancies, and health care costs.

� Addressing the erosion of job-based insurance. Policies discussed to ad-
dress the erosion of employer-based coverage emphasize tools that directly motivate
employers to provide coverage—or employees to take it up. Examples include man-
dating that employers (except for small employers) provide coverage and offering
subsidies to employers or employees to offer or take up coverage.

Much of today’s discussion about expanding coverage seeks to develop comple-
ments to the employer system. For example, proposals by leading candidates for
the Democratic presidential nomination include both expansions of public insur-
ance for low-income adults and children and subsidies for individuals to purchase
private coverage. Although these proposals seek to address populations that
might not have access to employer coverage, each one is likely to lead some people
who might have obtained such coverage to obtain it elsewhere.

Expansions of public coverage for low-income people can be seen as drawing
on a single-payer approach for situations in which market-based coverage is least
likely to be effective. President George W. Bush’s veto of the State Children’s
Health Insurance Program (SCHIP) expansion reflected an acceptance of a role
for public coverage but resistance to expanding it to income levels where he be-
lieves public coverage would “crowd out” market-based approaches.

Proposals for subsidies for individuals to purchase private coverage also need to
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include strategies to develop a marketplace to make such purchases that has low
distribution costs and is able to accommodate those whose age or medical history
would lead to either very high premiums or no offer of coverage at any price (dis-
cussed below). The analogue of crowd-out in subsidizing people directly is the
potential for young and healthy employees to opt out of an employer-based plan
and instead seek individual insurance. In the short run, this would lower aggre-
gate health benefits costs for employers but would also make employers’ offerings
of a package of cash wages and health benefits less attractive to a portion of the la-
bor market, raising issues for some employers about the attractiveness of continu-
ing to offer health benefits.

Arguments For Greater Use Of Individual Coverage
In contrast to approaches designed to support employment-based coverage by

targeting those least likely to have access to it, some see merit in extensive replace-
ment of employer coverage with individual coverage. Often this is driven by criti-
cism of the nature of coverage that employers offer. For example, consumer-driven
health care advocates believe that more people would choose consumer-directed
plans—high-deductible plans coupled with a health savings account (HSA)—if
such options were available.

� Greater choice of plans. Usually, only large employers offer a choice of plans,
and there has been a recent trend among those that do offer choice to offer fewer
choices, increasingly through a single carrier. To the degree that employees have dif-
ferent attitudes about their willingness to accept less provider choice or more ad-
ministrative controls to save money, a single plan for the entire group leads to some
employees’ not getting the type of plan they prefer. Indeed, lack of plan choice may
be a barrier to innovation, since changes that do not appeal to a large enough portion
of a company’s workforce are unlikely to be adopted, even if they might be attractive
to a minority, such as those with low incomes.

� Benefits tailored to expected use of care. Much of the recent discussion of
health plan choice emphasizes tailoring the richness of benefits to different en-
rollees’ expected use of medical care. Indeed, in Medicare Part D, the program is pro-
viding tools to support beneficiaries’ efforts to do this. But to the extent that em-
ployees choose benefit structures on the basis of their expected use of health
services—as opposed to attitudes toward bearing part of the financial risk—the re-
sult is to support risk selection, potentially undoing some of the advantages of pool-
ing risk. This poses a conflict between individual interest in such choice and societal
interests in maintaining pooling. In contrast, choice on the basis of features such as
differences in provider networks, penalties for going out of network, or providers’
efficiency and quality have societal benefits as well.

� Union-negotiated benefits. The design of health benefits collectively bar-
gained by unions has long been distinct from that found outside of collective bar-
gaining. Union members tend to have more-extensive health benefits, even after ad-
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justing for their higher wage rates.7 Economists have suggested that this reflects the
political structure of unions. The implication is that many union members might
prefer less-costly health benefits and higher wages—or stronger international com-
petitiveness on the part of their employer.8

� Recruitment and retention above all. Interviews with employers make clear
that recruitment and retention are the dominant forces driving decisions about ben-
efit design.9 In the abstract, this can be entirely consistent with making choices on
behalf of employees that reflect their preferences. But the real world is more com-
plex. Take, for example, the fact that employers have more difficulties recruiting
workers at higher education and skill levels. If all are to have the same health bene-
fits, then employers are going to give greater weight to the preferences of those in
categories most difficult to recruit. This may have been a factor in the rapid re-
trenchment from aspects of managed care in the late 1990s, which set up the spike in
health spending trends early in this decade.

� Employers’ international competitiveness. Some proponents of replacing
employment-based coverage with individual coverage raise the issue of international
competitiveness. Although most economists believe that in the long run, employers’
share of health benefits costs is borne by employees through lower wages, most indus-
trial leaders believe that high health costs increase their overall compensation costs
and make it more difficult to compete with companies for which health care costs are
financed by governments. This omits the question of how foreign governments raise
the revenue for their health benefits, which can be gotten through higher taxation
overall (including corporations) or payroll taxes dedicated to health benefits.

But more economists today are suggesting that the “long run” is many years and
that health care costs do come into the competitive equation.10 If this view is cor-
rect, replacing employer-based coverage with individual coverage and restructur-
ing the tax treatment of health insurance offer the opportunity to relieve some
companies with older workforces in areas with high health care costs of some of
this burden—an important component of the Wyden-Bennett proposal.11

Can Individual Coverage Meet Society’s Objectives?
A key part of any discussion about employers’ future role in providing health

benefits is to assess what would replace it. With virtually all of the mainstream
political leaders judging that single-payer systems are not a feasible choice at this
time, this paper does not delve into that option. This leaves having individuals
purchase private insurance as the alternative. This need not preclude either con-
tinuation or expansion of public programs (Medicaid and SCHIP).12 Even some of
the most enthusiastic advocates of the individual insurance market see merit in
covering those with the lowest incomes through public insurance.

Most recognize that today’s individual market is not an attractive alternative to
employer-sponsored coverage. The presence of underwriting based on medical
history and age would make insurance unaffordable for many who now obtain
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coverage through employment. And the very high loading charges in the individ-
ual market are another barrier.

Although most states regulate their small-group insurance markets by requir-
ing that coverage be renewed and by limiting the magnitude of variation in rates
charged different employers, few have attempted to apply similar regulation to the
individual market. With individuals deciding whether or not to purchase cover-
age at all, regulation that forced insurers to sell to all for a similar premium (some-
times referred to as “community rating”) would lead to extensive adverse selec-
tion. This, in turn, would drive premiums so high as to preclude a viable market.
This happened in Washington State during the 1990s, when new individual-
market regulation designed to accompany universal coverage was not abandoned
when the universal coverage initiative fell through.13

� Major expansion of the individual market. Some individual-coverage enthu-
siasts believe that a large-scale expansion of the individual market could make com-
munity rating feasible, since the potential magnitude of adverse selection would be
lower.14 For example, if a combination of extensive subsidies to low-income people
to purchase insurance were coupled with an effective individual mandate, then a
ban on medical underwriting and limits on the degree to which rates could vary by
factors such as age and sex might be compatible with a viable individual insurance
market. This is what Massachusetts has done as part of its universal coverage initia-
tive (see below). Insurers would still have incentives to attempt to insure those in
the best health and likely would have some success (individually, if not collectively),
but regulation might be effective enough to meet society’s goals about affordability
of coverage for those whose expected medical spending is high. Although this would
not directly address the high overall costs in the individual market, the combination
of no resources going to medical underwriting and increasing use of the Internet for
distribution, a trend already well under way, might make the individual insurance
market more capable of meeting society’s evolving needs.

� Insurance exchanges. I believe that the only way to create an individual in-
surance market that would be a vehicle for universal coverage is through govern-
ment creation of or support for insurance exchanges. This idea has been advocated
most forcefully by Alain Enthoven, who has worked with the CED on its universal
coverage proposal based on this concept, and by the Heritage Foundation, which ad-
vised Gov. Mitt Romney on incorporating elements of these ideas into the Massa-
chusetts reform.15 Focusing on the concept, rather than on specific parameters spec-
ified by some advocates, an exchange is a marketplace managed by government (or
by a private entity operating under rules established by government) in which indi-
viduals choose among health insurance products offered by competing carriers.

Many point to the Federal Employees Health Benefits (FEHB) program as a
model for an insurance exchange, although it is more properly labeled as employ-
ment-based health benefits with plan choice. Key aspects of the FEHB program
that may or may not be replicated in an insurance exchange are as follows: (1) fed-
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eral employees who want health benefits must choose a plan through the program;
they cannot use the federal employer contribution outside of the program; (2)
risks are pooled so that employee contributions for any particular plan vary only
by whether the coverage is for an individual or a family; (3) employee contribu-
tions are collected efficiently through payroll deduction; (4) health plan benefit
structures vary, but they are subject to approval by the Office of Personnel Man-
agement (OPM); and (5) employees choose a plan through the OPM once a year
during an open-enrollment period.

Of these aspects, the first is probably the most critical for success of an insur-
ance exchange. If an exchange is to create a pool of individuals with different risks
of having high medical expenses, it needs a mechanism to ensure that both sick
and healthy people enroll. As part of a universal coverage program, the federal gov-
ernment could accomplish this by offering the extensive tax benefits of purchas-
ing health insurance only to those purchasing through the designated exchange
for their region. Without such incentives, the healthiest people are likely to obtain
coverage outside of the exchange, threatening it with an adverse-selection spiral.
To date, I have seen little public understanding of this issue on the part of political
leaders advocating a larger role for individual insurance.

Charging people rates that are not heavily dependent on their age or medical
history (pooling) could be facilitated by something that is still not done in the
FEHB program: risk adjustment. The FEHB program has been negatively affected
by risk selection, sometimes losing participating plans that have experienced ad-
verse selection, but it has addressed the dynamic only through preventing plans
from offering benefit structures that might generate too much favorable risk selec-
tion. An insurance exchange could shift funds from insurers attracting healthier-
than-average enrollees to those attracting sicker-than-average ones.

The Medicare Advantage (MA) program has the most experience with sophis-
ticated risk adjustment and could serve as a model. The payments received by the
plans from Medicare reflect the risks of those who enroll, but all beneficiaries en-
rolling in a plan pay the same premiums. Indeed, MA is probably the closest thing
we have to an effective insurance exchange.

The Massachusetts Connector has some characteristics of an insurance ex-
change but lacks others. It provides plan choice to both individuals and employees
of small firms that have opted to purchase through the Connector. Individuals re-
ceiving subsidies to purchase insurance must use the Connector. With an individ-
ual mandate and pooling of the small-group and individual markets, the Connec-
tor is able to bar medical underwriting.

If insurance exchanges are to be a mechanism to replace employer-based cover-
age, a key design feature will be the types of plans that can be offered. Discussions
two decades ago emphasized standardization of benefit structures, both to keep
choices simple for enrollees and to limit risk selection. But today, many are looking
to plans to innovate on benefit designs, which have the potential to change the in-
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centives in the delivery system, for example, by encouraging patients to choose
providers on the basis of measured quality of care and efficiency. Many are also
looking to plans for value-based benefit designs, which target patient cost sharing
toward more elective services and away from services that are part of accepted
regimens for chronic disease management.

Indeed, with the state of risk adjustment having progressed, risk selection that
occurs when differences in benefit design are offered would not be as large a prob-
lem. Designs that appear to be constructed primarily to attract favorable risks
would still have to be barred, but a lot more variation could be accepted. Encour-
agement of innovative benefit designs is potentially a key attraction of substitut-
ing individual choice of health plans for employer choice.

Exchanges have the potential to support a range of valuable choices in plan de-
signs, but also have the potential to retard it. Having exchanges associated with
state government gives one pause because of the political process in many states
that has resulted in mandates reflecting the narrow interests of particular profes-
sional groups to force their services into a benefit design. Massachusetts’ man-
dates, which include coverage of in vitro fertilization, were maintained when it
adopted its universal coverage reform and undoubtedly are contributing to its
problems of not having sufficient state resources to subsidize all of those who oth-
erwise are unable to afford coverage.

Key Considerations In Choosing A System
With employer-based coverage eroding and single-payer approaches limited to

expansions of Medicaid and SCHIP for low-income people, what should the role
be for individual insurance as part of a universal coverage program for the United
States? I see two options.

� Insurance exchanges for those without access to employer coverage.
The first would create insurance exchanges to serve those without access to
employer-based coverage, so that the individual insurance market serves them more
effectively than what is out there today can do. Presumably, all receiving subsidies
(including tax credits or deductions) to purchase private coverage would be di-
rected to obtain their coverage through the exchange. This is the model that Massa-
chusetts has pioneered in its reform.

Under this first option, care should be taken to limit the degree to which the in-
dividual market (outside of insurance exchanges) attracts healthy people away
from their employer coverage. As long as those receiving tax benefits or subsidies
are required to use the exchange, then plans could be directed to vary premiums
on the basis of age and medical history by only limited amounts. So a person who
is contemplating leaving an employment-based plan would not have an option of
being rated on the basis of individual characteristics. In a sense, such a person
would go from one pool with a mix of enrollee characteristics to another. Efforts
to limit attrition of healthy people from employer plans could be seen as parallel-
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ing the efforts that the federal and state governments have made to limit the extent
to which expansions of Medicaid and SCHIP crowd out private (mostly
employer-based) coverage.

� Replace employer insurance with individual insurance. The second option
would go much farther by also replacing employer-based coverage with individual
insurance obtained through insurance exchanges—along the lines of the Wyden-
Bennett or CED approaches. Although this approach has some attractive features, I
believe that it is premature to abandon employer-based coverage with a strategy
that is so untested in the real world. At this point, insurance exchanges are, for the
most part, an attractive concept developed by thought leaders. Many design issues
will have to be thrashed out in the policy process, and many operational problems
are likely to be encountered and will need to be worked through. It would be better
to do this learning with the tens of millions of people without access to employer-
based coverage than with the entire privately insured population. This would both
limit the numbers involved and engage only those with the most to gain from re-
forming individual insurance markets. It is not yet clear whether insurance ex-
changes can achieve the low distribution costs of employers or the value that a bene-
fit manager brings to this complex marketplace. Framers of universal coverage
proposals believe that they have learned from experience about the perils of threat-
ening large numbers of people who are happy with their health insurance with
major changes in how what is available and how they obtain it.

The most important unknown is whether individual insurance markets will de-
velop and distribute products that are innovative and have the best chance of ad-
dressing the health care system’s large problems in terms of the cost and quality of
care. The upside of a greater role for individual insurance is the potential to more
quickly develop and roll out improved products. The downside is the possibility
that we could have even less of this innovation than we do with the employer-
based system.

When one looks at the innovations in insurance coverage in recent years, most
were initiated through large employers’ directing their carriers to develop and im-
plement them. This includes wellness and health promotion initiatives, high-
performance networks, pay-for-performance, tiered cost sharing for prescription
drugs, centers of excellence, value-based benefit designs, and HSAs. Since the
same carriers that administer insurance for large employers sell insurance to small
employers, the most successful have also become available to the latter. Only HSAs
developed more rapidly in the individual insurance market, and this is likely be-
cause such products are the only option for tax benefits for those obtaining cover-
age other than through employment and because the benefit structures are closest
to products already sold in that market. Although large employers can certainly be
faulted for not pursuing innovations aggressively enough, replacing health bene-
fits from large employers with individual purchasing could cut off a lot of the
potential for innovation.
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P
o l i c y m a k e r s s h o u l d b e s p e n d i n g t h e i r e n e r gy today on develop-
ing viable structures, such as insurance exchanges, that have the promise of
offering and distributing individual coverage efficiently and with sufficient

pooling that it is accessible to the broad population without access to employer-
based coverage, including those with low incomes who will be subsidized under a
possible program of universal coverage. The experience with a reformed individ-
ual market should then be evaluated to make a judgment down the road about
whether it should be expanded to replace employer-based coverage.

This paper benefited from early discussions with Len Nichols, Mark Goldberg, and Helen Darling. Debra Draper
at the Center for Studying Health System Change contributed valuable comments on an earlier draft. Rob
Cunningham and three anonymous referees provided comments that stimulated important changes in the
manuscript. Financial support from the Robert Wood Johnson Foundation is gratefully acknowledged.

NOTES
1. Committee for Economic Development, Quality, Affordable Health Care for All: Moving beyond the Employer-Based

Health Insurance System (Washington: CED, 2007).

2. J. Gabel et al., “Generosity and Adjusted Premiums in Job-Based Insurance: Hawaii Is Up, Wyoming Is
Down,” Health Affairs 25, no. 3 (2006): 832–843.

3. C.E. Phelps, Health Economics, 3d ed. (Boston: Addison-Wesley, 2002), 343.

4. An Employee Benefit Research Institute (EBRI) survey of employer attitudes showed that while the con-
tribution of health insurance to employee productivity was a consideration, it was less important than its
contribution to recruiting and retention. See R. Christensen et al., “Employer Attitudes and Practices Af-
fecting Health Benefits and the Uninsured,” EBRI Issue Brief no. 250 (Washington: EBRI, October 2002).

5. L. Clemans-Cope and B. Garrett, “Changes in Employer-Sponsored Health Insurance Sponsorship, Eligi-
bility, and Participation: 2001–2005,” Issue Paper (Washington: Kaiser Commission on Medicaid and the
Uninsured, December 2006).

6. Henry J. Kaiser Family Foundation/Health Research and Educational Trust, Employee Health Benefits: 2007
Annual Survey (Menlo Park, Calif.: Kaiser Family Foundation, September 2007).

7. T.C. Buchmueller, J. Dinardo, and R.G. Valletta, “Union Effects on Health Insurance Provision and Cover-
age in the United States,” Industrial and Labor Relations Review 55, no. 4 (2002): 610–627.

8. G.S. Goldstein and M.V. Pauly, “Group Health Insurance as a Local Public Good,” in The Role of Health Insur-
ance in the Health Services Sector, ed. R.N. Rosett (New York: National Bureau of Economic Research, 1976),
73–109.

9. Christensen et al., “Employer Attitudes.”

10. Len Nichols, New America Foundation, “Health Care and the Budget: The Healthy Americans Act and
Other Options for Reform,” statement before the Senate Budget Committee, 26 June 2007, http://www
.newamerica.net/files/Nichols%20Testimony%20-%20Senate%20Budget%20June%2026%202007%20
Final.pdf (accessed 5 March 2008).

11. I have not gone into the issue of portability of coverage, job lock, and so forth, because of the universal cov-
erage context of this paper.

12. Medicare already offers individual coverage through Medicare Advantage.

13. D.F. Fountain et al., Integration Strategies Unravel, Competition Instensifies: Seattle, Washington, Community Report
no. 6 (Washington: Center for Studying Health System Change, Winter 1999).

14. M.V. Pauly and L.M. Nichols, “The Nongroup Health Insurance Market: Short on Facts, Long on Opinions
and Policy Disputes,” Health Affairs 21 (2002): w325–w344 (published online 23 October 2002; 10.1377/
hlthaff.w2.325).

15. See A.C. Enthoven, “Employment-Based Health Insurance Is Failing: Now What?” Health Affairs 22 (2003):
w237–w249 (published online 28 May 2003; 10.1377/hlthaff.w3.237); and E.F. Haislmaier and N.
Owcharenko, “The Massachusetts Approach: A New Way to Restructure State Health Insurance Markets
and Public Programs,” Health Affairs 25, no. 6 (2006): 1580–1590.

E m p l o y e r C o v e r a g e

H E A L T H A F F A I R S ~ V o l u m e 2 7 , N u m b e r 3 6 8 5


