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The Great Recession 
Accelerated Existing Trend
Since World War II, employer-sponsored 
group health insurance has been the lead-
ing source of coverage for U.S. children 
and working-age adults. Fringe benefits, 
such as health insurance, are a key way 
employers attract and retain work-
ers. There are significant advantages to 
obtaining health coverage through an 
employer rather than purchasing coverage 
in the nongroup, or individual, insurance 
market. Administrative costs are much 
lower for employer coverage, particularly 
in large firms, and employees enjoy tax 
benefits because compensation in the 
form of health coverage is not treated 
as taxable income. And, if a firm offers 
coverage, workers generally cannot be 
excluded or charged more based on a his-
tory of poor health.

In 2007, close to two of three people 
younger than 65 were enrolled in employ-
er-sponsored insurance. By 2010, that 
share had fallen to slightly more than half, 
a decline of 10 percentage points, accord-
ing to HSC’s nationally representative 
2010 Health Tracking Household Survey 
(see Data Source and Figure 1). The sharp 
drop in employer coverage reflects a rapid 
acceleration of a long-term decline in 
employer health coverage—except for a 
small uptick in the late 1990s, when the 
economy grew at an unusually fast rate.1

Employer health coverage has become 

Great Recession Accelerated Long-Term 
Decline of Employer Health Coverage
BY CHAPIN WHITE AND JAMES D. RESCHOVSKY

A D V A N C I N G  H E A L T H  P O L I C Y  R E S E A R C H

NUMBER  8 • MARCH 2012

About the Institute. The National Institute 
for Health Care Reform is a 501(c)(3) nonprofit, 
nonpartisan organization established by the 
International Union, UAW;  Chrysler Group LLC; 
Ford Motor Company; and General Motors. The 
Institute contracts with the Center for Studying 
Health System Change (HSC) to conduct health 
policy research and analyses to improve the 
organization, financing and delivery of health 
care in the United States. For more information 
go to www.nihcr.org.

1100 1st Street, NE 
12th Floor 
Washington, DC 20002-4221 
Tel: (202) 484-5261 
Fax: (202) 863-1763 
www.hschange.org

Between 2007 and 2010, the share of children and working-age adults in the United States 
with employer-sponsored health insurance dropped 10 percentage points from 63.6 percent 
to 53.5 percent, according to a new national study by the Center for Studying Health System 
Change (HSC). The key factor driving the sharp decline was the enormous loss of employ-
ment during the Great Recession, which officially started in December 2007 and ended in 
June 2009. The proportion of the population younger than 65 with no workers in the family 
spiked 10 percentage points between 2007 and 2010, from 21.6 percent to 31.6 percent. The 
decline in employer coverage disproportionately affected young adults, people with a high 
school education or less, and people employed in small firms.

Even when employment rebounds to pre-recession levels, a return to previous levels of 
employer-sponsored health insurance is unlikely. Well before the start of the recession, a 
steady decline of employer health coverage was underway with fewer firms offering cover-
age and fewer workers taking up coverage—likely because of rising health care costs. Both of 
these trends continued during the recession and contributed to the decline in employer cover-
age between 2007 and 2010. The core threat to employer health coverage is health care costs 
increasing faster than wages, which makes employer coverage unaffordable for a larger share 
of the workforce, particularly low-wage workers. For example, among children and working-
age adults with incomes below 200 percent of poverty—$44,100 for a family of four in 2010—
the proportion with employer coverage dropped from 42 percent in 2001 to 24 percent in 2010. 

Many people who lost employer coverage during 2007-2010 obtained public health cov-
erage. National health reform, with its major expansion of Medicaid and new subsidies to 
purchase nongroup insurance, will further extend coverage to the growing ranks of Americans 
without employer health coverage.



Data Source

This Research Brief presents findings from the HSC 2007 and 2010 Health Tracking Household 
Surveys and the 2000-01 and 2003 Community Tracking Household Surveys. All four telephone 
surveys used nationally representative samples of the civilian noninstitutionalized population. For 
the first time, the 2010 survey included a cell phone sample because of declining percentages of 
households with landline phones. Sample sizes included 51,676 nonelderly people for the 2000-01 
survey, 39,262 for the 2003 survey, 14,536 for the 2007 survey and 13,595 for the 2010 survey. 
Response rates for the surveys were 59 percent in 2000-01, 57 percent in 2003, 43 percent in 
2007, and 46 and 29 percent, respectively, for the landline and cell phone samples in the 2010 
survey. Population weights adjust for probability of selection and differences in nonresponse based 
on age, sex, race/ethnicity and education. The weights also adjust for the increased probability of 
selection in cases of households using both landline and cell phones. Although all four surveys are 
nationally representative, the 2000-01 and 2003 samples were largely clustered in 60 representa-
tive communities, while the 2007 and 2010 surveys were based on a random sample of the nation. 
Standard errors account for the complex sample design of the surveys. Questionnaire design and 
survey administration were similar across the four surveys.  

Health insurance enrollment was measured at the time of the survey. Individuals in each house-
hold were grouped into family insurance units, or the family groupings typically used by insurance 
carriers for family coverage and similar to the filing unit used by Medicaid and state-subsidized 
insurance programs. Each family insurance unit was assigned to one of the following family work 
status categories: two or more full-time workers, one full-time worker, one or more part-time work-
ers, solo self-employed only, and no workers in the family. All family insurance unit members were 
assumed to have access to employer-sponsored insurance if at least one adult member had a job 
where he/she was offered and eligible for health insurance. Take up was based on having access 
to employer coverage and whether individual family members were covered by employer-sponsored 
insurance. Education was assigned to members of each family insurance unit, based on the most 
highly educated adult in the family.
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Figure 1
Sources of Health Insurance for Nonelderly Americans, 2001-2010
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1  Along with Medicaid, this category includes the state Children’s Health Insurance Program and other state programs.

* Difference is statistically significant from previous year at the p ≤ .05 level. 

Sources: HSC 2001 and 2003 Community Tracking Study Household Survey; HSC 2007 and 2010 HSC Health Tracking 
Household Survey
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unaffordable for a growing share of the 
population, especially for low-income fami-
lies, or those with incomes below 200 per-
cent of the federal poverty level—$44,100 
for a family of four in 2010 (see Figure 2). 
Between 2001 and 2010, the proportion 
of low-income nonelderly people with 
employer coverage dropped from 42 per-
cent to 24 percent. Among middle-income 
people—200 to 400 percent of poverty—and 
higher-income people—above 400 percent 
of poverty—employer coverage held more 
or less steady until 2007 and then dropped 
sharply, suggesting affordability problems 
are spreading up the income ladder. 

The chronic health care affordabil-
ity problem and the more recent loss of 
employment have had a compound effect 
on the decline in employer health cover-
age. Within each income group, employer-
sponsored insurance has declined, and the 
recession shifted significant shares of the 
population from the higher-income/higher-
employer-coverage groups into the lower-
income/lower-employer-coverage groups.

Key Drivers: Employment, 
Access and Take Up
For a person to be enrolled in employer-
sponsored insurance, three things must 
occur. First, the person or someone in 
the person’s immediate family must work. 
Second, the working family member must 
have access to employer-sponsored insur-
ance, meaning the employer offers coverage 
and the worker is eligible to enroll. And, 
third, the family member must enroll, or 
take up offered coverage.2 Decreases in 
employer-sponsored insurance can be bro-
ken down into these components. 

By far the biggest reason for the decline 
in employer-sponsored insurance between 
2007 and 2010 was the massive reduc-
tion in employment. Among children and 
working-age adults:

•	 The share living in a working family—
meaning one or more members have at 
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least a part-time job—declined by 10 per-
centage points to just more than two out 
of three (see Supplementary Table 1).

•	 There was a small shift away from full-
time work toward part-time work and 
self-employment among working families.

The reduction in employment explains 
nearly three-quarters of the decline in 
employer-sponsored insurance coverage 
between 2007 and 2010. 3

Even among working families, there 
was a decline between 2007 and 2010 in 
employer-sponsored insurance enrollment, 
attributable both to a decline in access and 
a decline in take up (see Figure 3). The 
declines in access and take up are easily 
overshadowed by the massive employment 
decline, but they are still noteworthy—each 
factor explains more than 10 percent of the 
total decline in employer-sponsored insur-
ance between 2007 and 2010. While the 
trends of declining access and take up con-
tinued during the recession, they, notably, 
did not accelerate.

The recession did slightly alter the qual-
ity of jobs—defined by the likelihood that 
an employer will offer health coverage. 
High-quality jobs, such as a full-time manu-
facturing job, are likely to offer employer 
coverage, while low-quality jobs, such as a 
retail job, are not. Between 2007 and 2010, 
there was a small shift in employment away 
from high-quality jobs toward low-quality 
jobs, but the shift explains only about 3 per-
cent of the total decline in employer health 
coverage.4

Fraying at the Edges         
of the Labor Force
The decline in employer-sponsored health 
insurance between 2007 and 2010 affected 
some groups disproportionately. Two 
groups experienced very large reductions 
in employer-sponsored insurance that can 
be traced directly to large reductions in 
employment: young adults and families 
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Figure 2
Nonelderly Americans with Employer-Sponsored Health Insurance, by 
Family Income, as Measured by the Federal Poverty Level (FPL), 2001-2010
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* Difference is statistically significant from previous year at the p ≤ .05 level. 

Sources: HSC 2001 and 2003 Community Tracking Study Household Survey; HSC 2007 and 2010 HSC Health Tracking 
Household Survey

Figure 3
Trends in Employer-Sponsored Health Insurance Access and Take-up Rates 
Among Nonelderly Americans in Working Families, 2001-2010
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Sources: HSC 2001 and 2003 Community Tracking Study Household Survey; HSC 2007 and 2010 HSC Health Tracking 
Household Survey
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headed by an adult with a high school 
education or less. A third group—those 
employed in small firms—also experienced 
a large reduction in employer-sponsored 
health insurance.

Among young adults aged 18 to 27, the 
share in a working family dropped from 
70 percent in 2007 to slightly more than 
50 percent in 2010, and the share enrolled 
in employer-sponsored insurance dropped 
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dependent coverage for adult children 
up to age 26 in all individual and group 
health policies. And, starting in 2014, the 
law also expands Medicaid eligibility to all 
Americans with incomes up to 138 per-
cent of poverty and establishes state health 
insurance exchanges to help small firms 
and lower-middle-income families obtain 
more-affordable coverage. People with 
incomes below 400 percent of poverty will 
be eligible for federal premium subsidies to 
help pay for insurance purchased through 
exchanges. 

Perhaps more central to the long-term 
future of employer-sponsored insurance 
is whether the health care delivery and 
payment system reforms, which are other 
important components of health reform, 
succeed in slowing the growth of health 
care costs and health insurance premiums 
faced by employers and employees. 

Notes
1. Reschovsky, James D., Bradley C. 

Strunk and Paul B. Ginsburg, “Why 
Employer-Sponsored Coverage 
Changed, 1997-2003,” Health Affairs, 
Vol. 25, No. 3 (May 2006).

2.  Virtually all employer health plans offer 
family coverage options. Therefore, this 
Research Brief measures employment 
and access to employer-sponsored 
health insurance at the family level, 
similar to Reschovsky, Strunk and 
Ginsburg (2006). For instance, access 
is defined as the percentage of the 
nonelderly population with a fam-
ily worker who has a job with access 
to employer-sponsored insurance or 
employer-sponsored retiree health 
coverage. Take up is measured at the 
individual level because the worker can 
enroll in either single or family cover-
age. Some individuals who take up 
employer-sponsored insurance obtain 
coverage from a previous employer as a 

from 43 percent to 31 percent. For people 
in families headed by someone with a 
high school education or less, the share in 
working families dropped by 16 percentage 
points to just more than half, and the share 
with employer coverage declined from 47 
percent to 36 percent between 2007 and 
2010. Families headed by people with a 
college degree experienced smaller declines 
in both employment and employer-spon-
sored insurance. Families at the edge of the 
labor force were most susceptible to losing 
health insurance because of long-term cost 
trends and were most likely to lose jobs 
during the recession. 

Among working families, only those 
employed by small firms—fewer than 100 
workers—experienced a statistically sig-
nificant decline between 2007 and 2010 in 
employer health coverage, from 51 percent 
to 45 percent. Declines in both the offer 
rate and the take-up rate contributed to the 
overall decline in coverage for workers in 
small firms.

Policy Implications 
The recent experience with employer-
sponsored health insurance could be 
viewed as an acute illness aggravating a 
chronic condition. The acute illness—the 
sluggish economy and weak employment 
situation—likely will resolve at some point. 
But the underlying chronic condition—ris-
ing health care costs—likely will persist. 
Rising health care costs help explain why 

employers have become less and less likely 
to offer employer-sponsored coverage as 
a fringe benefit. Rising costs also have 
prompted employers to require workers 
to contribute a larger share of premiums 
and shoulder increased patient cost shar-
ing at the point of service through higher 
deductibles, coinsurance and copayments.5 
If health care cost increases continue to 
outpace wage increases, more workers are 
likely to conclude that health coverage is 
not worth the cost. 

Between 2007 and 2010, many people 
who lost employer coverage, especially 
children, obtained public health coverage, 
primarily through Medicaid and the state 
Children’s Health Insurance Program.6  

There has been vigorous debate about 
the effects of national health reform on 
employer-sponsored insurance. The best 
estimates project that health reform will 
have little net impact, but estimates vary 
widely. The debate, however, often misses 
a key point—employer-sponsored insur-
ance is likely to continue to erode with or 
without health reform, especially among 
lower-income families and those employed 
by small firms. The health reform law spe-
cifically targets the people—young adults, 
low-wage workers and those employed 
by small firms—who are falling out of 
employer-sponsored insurance and pro-
vides an alternative place for them to get 
health coverage. 

For example, in 2010, the law extended 

The recent experience with employer-sponsored health insurance 

could be viewed as an acute illness aggravating a chronic condi-

tion. The acute illness—the sluggish economy and weak employment 

situation—likely will resolve at some point. But the underlying chronic 

condition—rising health care costs—likely will persist.
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retiree benefit or through continuation 
coverage, and some obtain employer 
coverage from someone outside of the 
family insurance unit.

3.  The authors employed a shift-share 
analysis to allocate the loss in employ-
er-sponsored coverage among differ-
ent explanatory factors. This involved 
dividing the nonelderly population into 
mutually exclusive groups defined by 
workforce participation (two or more 
full-time workers; one full-time worker; 
one or more part-time workers; solo 
self-employed; and no workers) and, 
for those in working families, three lev-
els of job quality. The share of the pop-
ulation enrolled in employer-sponsored 
insurance could then be calculated 
as the product of access and take-up 
rates (for people in working families) 
or employer-sponsored insurance rates 
(for people in nonworking families), 
weighted by the share of the population 
in each group. This was done sepa-
rately using data from 2007 and 2010. 
The decomposition then took place by 
making a set of “what if ” calculations. 
For instance, to assess the effect of 
changes in workforce participation pat-
terns on employer-sponsored insurance 
rates between 2007 and 2010, the 2010 
employer-sponsored insurance rate was 
calculated assuming workforce partici-
pation patterns remained unchanged 
from 2007. A similar approach was 
used in Reschovsky, Strunk and 
Ginsburg (2006). 

4.  Job quality was defined in terms of the 
likelihood that a full-time employee 
will be offered health insurance ben-
efits. To define high-, medium- and 
low-quality jobs, samples of full-time 
workers from the 2000-01, 2003 and 
2007 surveys were used to estimate a 
regression estimating the likelihood of 
having access to employer insurance. 

Explanatory variables included interac-
tions between the employer’s industry 
and firm size and union membership, 
and variables indicating whether the 
employer was a federal, state or local 
government. Observations from 2010 
were excluded because the recession 
may have significantly altered the 
estimated relationships. Jobs were clas-
sified as high, medium or low quality 
based on terciles of predicted values. 
Job quality was then assigned to each 
family member in working families 
based on the highest quality job associ-
ated with family workers.  

5. Kaiser Family Foundation, Menlo 
Park, Calif., and Health Research 
& Educational Trust, Chicago, Ill., 
Employer Health Benefits Annual Survey 
(various years, 2005-2011).

6. DeNavas-Walt, Carmen, Bernadette D. 
Proctor and Jessica C. Smith, Income, 
Poverty, and Health Insurance Coverage 
in the United States: 2010, U.S. Census 
Bureau, Washington, D.C. (September 
2011). Available at www.census.gov/
prod/2011pubs/p60-239.pdf.
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GREAT RECESSION ACCELERATED LONG-TERM DECLINE OF EMPLOYER HEALTH COVERAGE
SUPPLEMENTARY TABLE

  Supplementary Table 1: Family Work Status and Employer-Sponsored Health Insurance Access, Take Up and 
Enrollment Among Nonelderly Americans, 2007-2010

In Working Families
Access to Employer Coverage 

Among Working Families
Employer Coverage Take Up    

by Families with Access
Employer Coverage Enrollment

2007 2010 2007 2010 2007 2010 2007 2010

All 79.0% 69.1%* 80.5% 77.8%* 85.2% 83.3% 63.6% 53.5%*

Age

0 to 17 81.2 72.7* 81.0 79.2 80.7 79.1 62.8 54.0*

18 to 27 70.5 50.9* 62.1 55.4 71.4 67.9 42.6 31.1*

28 to 40 80.2 69.5* 80.7 77.4 87.4 83.2* 62.8 50.0*

41 to 54 81.2 73.6* 84.7 82.1 90.2 89.2 69.3 60.7*

55 to 64 69.0 63.8* 84.1 82.6 92.1 90.9 72.3 64.4*

Education

< High School 68.8 53.2* 69.7 65.2 77.4 74.7 47.2 35.9*

Some College 80.4 72.1* 84.3 78.7* 91.1 87.2* 72.5 59.0*

> College Degree 86.8 82.3* 90.1 88.4 95.0 93.1* 83.3 76.5*

Region

South 81.3 71.6* 84.6 83.3 90.1 86.1 70.9 60.3*

Northeast 80.0 75.2* 85.3 78.8* 89.0 84.3* 71.1 57.5*

Midwest 76.7 69.9* 77.8 75.6 81.5 81.0 59.8 52.1*

West 77.3 68.4* 76.7 76.5 82.7 82.6 57.1 51.1*

Race/Ethnicity

White 83.2 73.3* 85.4 82.5 90.2 87.8* 73.6 62.0*

Black 69.5 55.7* 72.9 77.3 74.3 73.7 50.0 42.6*

Hispanic 67.6 59.4* 63.7 57.5 64.5 65.1 37.0 30.3*

Other 76.2 67.5* 79.7 74.8 83.3 79.6 60.3 49.9*

Firm Size

< 100 100.0 100.0 59.6 53.7 76.2 73.3 50.9 45.2*

100 to 999 100.0 100.0 85.4 89.1 83.2 78.2 73.6 71.8

1000 + 100.0 100.0 94.6 92.4 89.9 90.4 86.6 84.9

Government 100.0 100.0 94.5 93.1 89.4 87.2 87.6 85.0
*Difference from 2007 is statistically significant at p<.05.

Notes: The calculation of the percent in working families includes all nonelderly. The calculation of access is based on whether at least one person in the family was offered and eli-
gible for employer coverage.

Sources: HSC 2007 and 2010 Health Tracking Household Surveys 


