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Making Ends Meet: What Can Franklin County
Residents Afford to Pay for Health Care?

Executive Summary
Introduction

In these tough economic times, Ohioans are struggling every day just to make ends meet. Every
day, people are losing their jobs and their employer-based health coverage. Even people with
health coverage are having trouble paying out-of-pocket costs for deductibles, co-pays, and
uncovered needs, such as dental, vision, and prescription drugs. Ohioans shouldn’t have to
choose between rent or food and health care.

Today, our national and Ohio leaders are calling for expanding access to health care. To make
the goal of health care for all a reality, policymakers must make sure that health coverage and
health care are affordable to individuals and families. Here in Ohio, the public/private State
Coverage Initiative, appointed by Governor Ted Strickland, produced recommendations for
expanding “affordable” healthcare coverage that went to the Governor and General Assembly
in June 2008.* But what do we mean by “affordable?”

Numerous studies in recent years have documented that many people are having an
increasingly difficult time paying for rent, food, health care, and other necessities.” The
determination of what people can actually afford to pay for health care will mean the
difference between whether many Ohioans receive the right care at the right time and place
or increasingly delay needed care and medications until they become sicker and more
expensive to treat, shifting more costs onto health care payers.

Making Ends Meet: What Can People Afford to Pay for Health Care puts numbers on the
struggles of many individuals and families in trying to pay for health care. This survey of Franklin
County members of religious congregations demonstrates the proportion of people who lack
any disposable income to spend on health care and the challenges of ordinary community
members at a variety of income levels. As part of the survey, we talked to hardworking folks
who have to decide whether to pay their electric bills or their health care expenses.

UHCAN Ohio’s survey consisted of a detailed monthly household budget, including all sources
of income and spending. We administered the survey exclusively through Franklin County area
religious congregations, from October 2007 to June 2008 (before the current economic slump),
for a total of 1,018 surveys.

Key Findings

! Executive Summary and Full Report are available at www.healthcarereform.ohio.gov
? See “Illusion of Coverage,” The Access Project, www.accessproject.org




1. Using the more restrictive definition of “necessary expenditures”

e More than two-thirds of respondents with incomes under 100% of the federal poverty
level® have negative cash flow —i.e. their expenses exceed their income.
Slightly over half of respondents with incomes between 101 and 150% of the FPL have
negative cash flow.
Forty percent of respondents with incomes between 151 and 200% of the FPL have
negative cash flow.
Slightly over one-third of respondents with incomes between 201-250% of the FPL have
negative cash flow.
More than a quarter of those with incomes between 250-300% FPL have negative
discretionary income.

2. Using the less restrictive definition of “necessary expenditures”, the percentages of persons
with negative cash flow increases substantially, with 45% of those in the 250-300% FPL category
with negative cash flow.

3. Using either definition of “necessary expenditures”, the percentage of people with incomes
between 300-600% FPL with negative cash flow diminishes gradually.

These findings are consistent with those of a report, Reasonable Costs: What Can Ohioans
Afford to Pay for Healthcare? by Policy Matters Ohio, released in April 2008. That report found
that families living in households below 300% of the federal poverty level can afford to
contribute little, if anything, towards health care without sacrificing other basic needs. The
report also found that people at incomes between 300-500% FPL have a limited ability to pay.4

We adopt several assumptions in defining affordability:

e An affordability scale should be a conservative measure, to prevent harming people
who are struggling financially. >
Premiums should be progressive. Since people with lower incomes have less disposable
income, they should both pay a lower dollar amount and a lower proportion of their
incomes for health insurance. ®
People with very low incomes can pay only small amounts toward health care.” The
nearly 2.8 million Ohioans earning incomes at or below 200 percent of the federal
poverty line live in a hardship gap with a negative cash flow—struggling to keep up with
rent, food, transportation, and other basic necessities, even before health care costs are
considered. Most cannot afford to pay anything toward health care coverage without

® See 2008 Federal Poverty Level Guidelines in Appendix |
* Woodrum, Amanda, Reasonable Costs: What Can Ohioans Afford to Pay for Healthcare? Policy Matters Ohio,
April 2008, at www.policymattersohio.org, p. 1
> Barber, Christine and Michael Miller, Affordable Health Care for All: What Does Affordable Health Care Really
é\/lean, Community Catalyst, April 2007, at www.communitycatalyst.org.

Ibid
" Community Catalyst, at 1and 14.
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sacrificing other basic needs. For the 1.8 million Ohioans earning wages between 200
and 300 percent of the federal poverty line, the ability to contribute towards health care
coverage is also limited. 8

Conclusion and Recommendations

Our survey demonstrates that many Ohioans, even those who work full-time, have a limited
ability to contribute to their health coverage. Any proposals to expand coverage must recognize
that people with lowest incomes can afford only nominal amounts and that people need a
progressive sliding scale that considers what people with different incomes can afford to pay.

As part of our response to the current economic situation, access to quality, affordable health
care must be a top priority for Ohio. We need to:

Fix unfair insurance rules to protect people with pre-existing conditions;

Provide public coverage for people with lowest incomes and subsidies to help low-wage
workers afford coverage;

Require insurers, hospitals, and nursing homes to report revenues and spending on
health care, administration, benefits to the community and profits;

Increase quality and cost effectiveness of health care to improve people’s health
Re-direct existing state funding and develop a funding mechanism to expand coverage,
recognizing that insurers, providers, employers and consumers all need to contribute to
the cost of health coverage.

Particularly in the current economic turndown, Ohioans face difficult choices in protecting their
families. They shouldn’t have to choose between food and health care.

It is not enough to provide access to coverage if Ohioans cannot afford it. Health care must be
publicly funded for those with lowest incomes and must be subsidized on a sliding scale for
those who can only afford to dedicate a small percentage of their income to health care costs.

Ohioans cannot wait any longer from relief from skyrocketing health care costs. Ohio’s leaders
need to make access to affordable, quality health care their highest priority. Ohio needs to fix
health care now!

“I have children/grandchildren with asthma, in minimum wage jobs, unable to
afford health insurance. | have senior friends unable to afford health care on
Medicaid/Medicare.”

-- Survey Participant

& Woodrum, Amanda, Reasonable Costs: What Can Ohioans Afford to Pay for Healthcare?, Policy Matters Ohio,
April 2008, www.policymattersohio.org




Making Ends Meet: What Can Franklin County Residents
Afford to Pay for Health Care?

Introduction

In 2007, Ohio Governor Ted Strickland initiated an effort to reform health care in Ohio, with an
initial goal of providing coverage to 500,000 additional Ohioans by 2011, as well as increasing
the number of small employers able to offer coverage to their workers.’ The initiative produced
recommendations for expanding healthcare coverage that went to the Governor and General
Assembly in June 2008."°

The report asserts the need to provide “affordable” coverage, but does not attempt to define
“affordable.” The determination of what consumers with varying incomes can afford was left
for future deliberations. Actuarial models created for the initiative assume significant cost-
sharing for people at all income levels. But what can people really afford to pay? Affordability of
health care must take into account, not only insurance premiums, but out-of-pocket costs that
consumers must pay in order to obtain needed services and medications.

Studies and polls conducted over the past several years show that many Ohioans are having an
increasingly difficult time paying for rent, food, health care, and other necessities. Several
studies have shown health care bills as a leading cause of personal bankruptcy and
foreclosures. The determination of what people can afford to pay for health care will mean
the difference between whether many Ohioans receive the right care at the right time and
place or increasingly delay needed care and medications until they become sicker and more
expensive to treat, shifting more costs onto health care payers.

Therefore, we surveyed persons attending services at Franklin County religious congregations
to find out what ordinary people with varying incomes could afford to pay for health care after
paying for other necessities.

° Ohio Healthcare Coverage Initiative, www.healthcarereform.ohio.gov

1% Executive Summary and Full Report are available at www.healthcarereform.ohio.gov

1 Christopher T. Robertson, Richard Egelhof, & Michael Hoke, "Get Sick, Get Out: The Medical Causes of Home
Foreclosures" HEALTH MATRIX 18 (2008): 65-105. Available at: http://works.bepress.com/christopher_robertson/2
Michelle M. Doty, Jennifer N. Edwards, and Alyssa L. Holmgren, “Seeing Red: Americans Driven into Debt By
Medical Bills.” The Commonwealth Fund. August 2005, 1-12.

<http://www.cmwforg/usr_doc/837_ Doty seeing_red medical_debt.pdf >; David U. Himmelstein et al., “Market
Watch: Illness and Injury as Contributors to Bankruptcy.” Health Affairs. 2 February, 2005.
http://content.healthaffairs.org/cgi/content/full/hlthaff.w5.63/DC1
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Methodology

With input from survey experts, UHCAN Ohio modified the survey instrument used in a
landmark Massachusetts affordability survey.12 The survey consisted of a detailed monthly
household budget, including all sources of income and spending (divided between essential and
non-essential). The survey also collected demographic information.

We administered the survey exclusively through Franklin County area religious congregations,
from October 2007 to June 2008. We administered the surveys through affordability
“workshops,” each with a trained facilitator'® and volunteer participants from the congregation.
We administered a total of 1,018 surveys. We then gave the surveys to Paula H. Song, PhD of
the Ohio State University and her graduate students for analysis. Upon discarding incomplete
surveys™ they were left with 972 usable surveys. They discarded another 20 surveys with
extreme outliers that suggested erroneous reporting, leaving a final sample size of 952. *°

Note on limitations to this survey: While the survey data appears comparable with other
income and expense surveys, this survey is not representative and results may not be
generalized. Inconsistencies with survey instruments, survey administration, respondent
interpretation, and respondent recall bias may have resulted in inconsistencies in the data. In
addition, some respondent categories, e.g. those ages 65 and over and younger households
with children, are not well represented and results should be interpreted with caution.

Key Findings

1. Using the more restrictive definition of necessary expenditures

e More than two-thirds of respondents with incomes under 100% of the federal poverty
level have negative cash flow—i.e. their expenses exceed their income.
Slightly over half of respondents with incomes between 101 and 150% of the FPL have
negative cash flow.
Forty percent of respondents with incomes between 151 and 200% of the FPL have
negative cash flow.
Slightly over one-third of respondents with incomes between 201-250% of the FPL have
negative cash flow.

12 Greater Boston Interfaith Organization, “Mandating Health Care Insurance: What is Truly Affordable to
Massachusetts Families?”, May 2007, www.gbio.org

3 There were volunteers recruited and trained by UHCAN Ohio (see Acknowledgements)

1 15 were returned blank or missing entire pages; others were missing income, which was essential for analysis.

1 The analysts also identified a number of respondents who reported their monthly income in a range of $10,000-
$200,000. They assume that many respondents incorrectly reported annual income instead of monthly income. To
correct for this, we used the proportion spent on rent/mortgage as a proxy to determine actual monthly income
versus erroneously reported annual income. Specifically, we applied a conservative rent-to-income ratio of 50% to
identify reporting errors. For respondents reporting $10,000 and above in monthly income, we assumed that those
respondents paying half or more of their income as rent/mortgage, they reported annual instead of monthly income,
to which we adjust accordingly.




e More than a quarter of those with incomes between 250-300% FPL have negative cash
flow.
2. Using the less restrictive definition of necessary expenditures, the percentages of persons
with negative cash flow increases substantially, with 45% of those in the 250-300% FPL category
with negative cash flow.
3. Using either definition of necessary expenditures, the percentage of people with incomes
between 300-600% FPL with negative cash flow diminishes gradually.

Discussion

The survey results provide insight into the monthly income and expenses of Franklin County
residents. The percentage of respondents at varying income levels with “negative uncommitted
income” —in other words, higher expenses than income, or negative cash flow --is striking.

Survey data was analyzed'® using two definitions of “discretionary” income. Under the more
restrictive definition (“A”), essential or necessary expenses included housing (rent, mortgage,
utilities), transportation (car payment, auto insurance, gas, maintenance/repair, other),
childcare, food, mandated childcare/alimony, out-of-pocket job expenses, and other
miscellaneous expenses, monthly debt payments, and health care expenses. Under the less
restrictive definition (“B”), essential or necessary expenses also included school tuition, non-
court ordered family support (for aging parents, adult children or siblings in need), internet or
cable, retirement or savings, and other expenses that participants identified as “essential”.
When asked, “Should any of these financial responsibilities [not considered essential in “A”] be
included as an essential expense?” 67% of respondents said that some or all of these expenses
should be included as essential.

For analysis, survey responses were grouped by income, using the federal poverty guidelines,
more commonly known as “federal poverty level,” or FPL.Y" Table 1, below, shows the
proportion (by percentage) of people in each income range who have Negative Uncommitted
Income, or negative cash flow (more expense than income).

Table 1: Proportion of Respondents under age 65 with Negative Cash Flow by FPL, using more
restrictive ( A” ) arneads tLreis’cstefinitions o(f éSBs e n éxpemsds ”

Percent 0- 101- 151- 201- 250- | 301- 350- 400- 500-
FPL 100% | 150% 200% 250% 300% | 350% |400% |500% | 600%

% with
negative 69.4% | 54.0% 40.3% |35.8% |28.8% |14.6% |11.1% |5.6% 9.5%

cash flow
( 13 A ” )

16 By Paula H. Song, of The Ohio State University, and her graduate students. Charts are from Dr. Song.
1" Federal poverty guidelines, popularly known as the “federal poverty level”, is the most commonly used national
standard for grouping people by income in determining eligibility for public benefits.




% with
negative
cash flow

(“B")

Even under the more restrictive definition of uncommitted income (Row A), significant
proportions of people have negative cash flow (negative uncommitted income), that is, more
expenses than income.

These findings are consistent with those of a report, Reasonable Costs: What Can Ohioans
Afford to Pay for Healthcare? by Policy Matters Ohio, released in April 2008.' That report
found that families living in households below 300% federal poverty level can afford to
contribute little, if anything, towards health care without sacrificing other basic needs, with
people at higher incomes between 300-500% poverty also having a restricted ability to pay.*’

These findings are important as Ohio grapples with policies to cover our uninsured residents.
The 2004 Ohio Family Health Survey reports that 33% of Ohio’s uninsured are at or below 100%
FPL; 36% are between 101-200% FPL; and 16% are between 201-300% FPL, with the remainder
(15%) above 300% FPL.° The results of the 2008 Ohio Family Health Survey will appear in early
2009. Policies to cover the uninsured will have to reflect the limited ability of low-income
people to contribute to health insurance costs.

Demographic Information

Survey respondents, all of whom were part of local religious congregations, on average tended
to be older, white, married, and female living in households with 1.6 members. Over 80%
reported having some college or more in terms of education. Income is categorized by monthly
“take home” pay and public assistance including food stamps, WIC, and other public assistance
programs. Monthly reported income from respondents ranged from SO to $60,001. The
median reported monthly income of survey respondents was $3,000.

Defining Affordability

Given these findings, how do we begin to define affordability? A 2007 report, Affordable Health
Care for All: What Does Affordability Really Mean? issued by Community Catalyst, set forth a
methodology for determining the ability of people with different incomes and expenses to pay
for health care. The authors stated:

'8 That report was commissioned by UHCAN Ohio with funding from Columbus Medical Association Foundation.
9 Woodrum, Amanda, Reasonable Costs: What Can Ohioans Afford to Pay for Healthcare? Policy Matters Ohio,
April 2008, at www.policymattersohio.org, p. 1

% Health Policy Institute of Ohio, Health Data Brief, reporting on 2004 Ohio Family Health Survey, 5/25/05, at
www.healthpolicyohio.org.
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We define affordability in our paper through the creation of an income scale:
Affordability is the percentage of income an individual could be expected to
contribute to the total cost (including premiums, co-insurance, co-payments and
deductibles) of health insurance coverage at various levels of the federal poverty
guidelines.21

The authors of the Community Catalyst and Policy Matters Ohio studies assert several
assumptions relative to a definition of affordability:

e People with very low incomes can pay only small amounts toward health care.
Significant percentages of respondents under age 65 with incomes at 300% FPL and
below report negative cash flow, or no available income to pay for health care, even
using the most restrictive definition of essential expenses. More than nominal cost
sharing, including premiums, deductibles, and co-pays, will cause significant numbers of
people below 300% FPL to go without needed health care, incur unsustainable debt, or
forego other necessaries to pay for health care. Small premiums and cost-sharing may
be affordable to some people between 200-300% FPL, but will cause serious hardship
for many in that range.

Premiums should be progressive Among respondents under age 65 with incomes
between 301-600% FPL, percentages of respondents showing negative cash flow
diminishes gradually, indicating a gradually increasing ability to contribute toward their
health care. A sliding scale of affordability should be developed with gradually increasing
contributions. Prior studies recommending the contribution for people with incomes
below 600% FPL to 4% of annual income.*?

These assumptions are wholly compatible with the findings of the Franklin County survey.

The Community Catalyst authors examined different methods for determining affordability,
including household budget analyses such as this survey and the Policy Matters Ohio report
referenced above. They also suggest looking at how existing public programs define
affordability. The Ohio Medicaid/SCHIP program for children, for instance, includes no
premiums or cost-sharing for children with family incomes at or below 200% FPL. 23 Ohio’s
Hospital Care Assurance Program, or HCAP, requires hospitals to provide free care to people
with incomes at or below 100% FPL. However, a growing number of hospitals, including those in
central Ohio, have financial assistance policies that provide free hospital care to people with
incomes below 200% federal poverty level. This reflects an awareness that patients below 200%
FPL are, with few exceptions, unable to pay little if anything toward hospital bills.

2! Affordable Health Care for All: What Does Affordability Really Mean? Community Catalyst, April 1, 2007,
www.communitycatalyst.org.

?2 See Woodrum, page 2 and Community Catalyst, at 14.

% Ohio’s expansion of coverage to uninsured children with incomes between 201-300% FPL (passed by the
legislature in 2005, but not yet implemented) has monthly premiums of $40 per child, with a cap on $120/month.
The findings of this study suggest that those premiums may be unaffordable to many families or cause significant
financial hardship for families who do pay the premiums.

10




“I would work in a different job, if not for needing group health insurance.”

-- Survey Participant

The Community Catalyst report also suggests looking at “take-up rates,” the price at which a
person decides voluntarily to enroll in insurance.*

How Does this Survey Compare with Other Affordability Studies?

Population Surveyed by Income Level

The researchers determined the distribution of respondents by poverty level ratio by using the
2008 Federal Poverty Level, a commonly used national standard, and compared the distribution
with the findings on income the Ohio Family Health Survey. The distribution of survey
respondents by FPL overall is slightly overrepresented in the 101-200% and 201-300%
compared to the general population of both Ohio and Franklin County, but otherwise fairly

close to the OHFS.
Table 3: Survey Respondent Distribution by Federal Poverty Level

UHCAN Survey Ohio Family Health Survey

FPL Level N Percentage Franklin Co OH
<=100% 129 13.5% 16.1% 15.9%
101%-200 214 22.5% 16.6% 18.2%
201-300% 231 24.3% 14.6% 17.6%
301-400% 134 14.1% 10.5% 12.1%
401-500% 100 10.5% 42.1% 36.2%
501-600% 61 6.4%
>=601 % 83 8.7%

Total 952 100 100 100

Sources: UHCAN Ohio 2008 Affordability Survey,; 2004 Ohio Family Health
Survey;

Comparison to 2008 Self-Sufficiency Standards for Franklin County

The researchers then compared three major categories of monthly expenses (rent, food, and
car payment) reported by survey respondents to the 2008 Self Sufficiency Standards for
Franklin County for comparability purposes. The reported rent expense is higher compared to
the self-sufficiency standard, where as the food and transportation expenses are very
comparable. Overall, the researchers felt reasonably comfortable that the reported expenses
provided by the survey respondents are within an acceptable range.

 Community Catalyst, at page 6.




Table 4: Monthly Expense Data Comparison

Rent Food Car Payment

UHCAN Survey
One Adult $657 (n=344) $219 (n=309) $194 (n=200)
All Respondents $862 (n=900) $360 (n=854) $260 (n=605)

Self-Sufficiency
Standard (Franklin
County)
One Adult S$577 $202 S211
Source: Pearce, Diana M. “The Self-Sufficiency Standard for Ohio 2008.” Ohio Association of
Community Action Agencies.

Comparison of Findings with Other Health Care Affordability Studies

Conclusion and Recommendations

The authors of the Community Catalyst and Policy Matters reports set forth several
assumptions in defining affordability:

An affordability scale should be a conservative measure, to prevent harming people
who are struggling financially

Premiums should be progressive. Since people with lower income have less disposable
income, they should both pay a lower dollar amount and a lower proportion of their
incomes for health insurance

People with very low incomes can pay only small amounts toward health care.”” The
nearly 2.8 million Ohioans earning incomes at or below 200 percent of the federal
poverty line live in a hardships gap with a negative cash flow—struggling to keep up
with rent, food, transportation, and other basic necessities, even before health care
costs are considered. These Ohioans cannot afford to pay anything toward health care
coverage without sacrificing other basic needs. For the 1.8 million Ohioans earning
wages between 200 and 300 percent of the federal poverty line, the ability to contribute
towards health care coverage is also limited. 26

Our survey demonstrates that many Ohioans, even those who work full-time, have a limited
ability to contribute to their health coverage. Any proposals to expand coverage must recognize
that people with lowest incomes can afford only nominal amounts and that people need a
progressive sliding scale that considers what people with different incomes can afford to pay.

As part of our response to the current economic situation, access to quality, affordable health
care must be a top priority for Ohio. We need to:

> Community Catalyst, at 1, and 14.
% Woodrum, Amanda, Reasonable Costs: What Can Ohioans Afford to Pay for Healthcare?, Policy Matters Ohio,
April 2008, www.policymattersohio.org

12




Fix unfair insurance rules to protect people with pre-existing conditions;

Provide public coverage for people with lowest incomes and subsidies to help low-wage
workers afford coverage;

Require insurers, hospitals, and nursing homes to report revenues and spending on
health care, administration, benefits to the community and profits;

Increase quality and cost effectiveness of health care to improve people’s health
Re-direct existing state funding and develop a funding mechanism to expand coverage,
recognizing that insurers, providers, employers and consumers all need to contribute to
the cost of health coverage.

In these tough economic times, Ohioans are struggling every day just to make ends meet and
must make difficult choices to provide for to protect their families. They shouldn’t have to
choose between food and health care.

It is not enough to provide access to coverage if Ohioans cannot afford it. Health care must be
publicly funded for those with lowest incomes and must be subsidized on a sliding scale for
those who can only afford to dedicate a small percentage of their income to health care costs.

Ohioans cannot wait any longer from relief from skyrocketing health care costs. Ohio’s leaders

need to make access to affordable, quality health care their highest priority. Ohio needs to FIX IT
NOW!

“I've never had insurance.”

-- Survey Participant




APPENDIX |

2008 HHS Poverty Guidelines

Persons 48 Contiguous
in Family or Household | States and D.C.

1 $10,400
14,000
17,600

24,800
28,400

2
3
4 21,200
5
6
7

32,000
8 35,600

For each additional

person, add 3,600

SOURCE: Federal Register, Vol. 73, No. 15, January 23, 2008, pp. 3971-3972
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APPENDIX I

Participating Congregations:

Advent United Church of Christ

Asbury North United Methodist Church
Ascension Lutheran Church

Bethany Christian Church

Broad Street Presbyterian Church
Broad Street United Methodist Church
Centenary United Methodist Church
Christ Lutheran Church

Christ United Methodist Church

. Church of the Redeemer United

Methodist Church

. Columbus Mennonite Church

. Congregation Tifereth Israel

. Corpus Christi Church

. David’s United Church of Christ

. Epworth United Methodist Church
. Fairmoor Presbyterian Church

. Faith Lutheran Church

. Faith Ministries

. First AME Zion Church

. First AME Zion Church

. First Congregational United Church of

Christ

. First Unitarian Universalist Church

. Genesse Avenue Church of Christ

. Greater Faith AOH

. Holy Rosary St. John Evangelist

. Indianola Presbyterian Church

. King Avenue United Methodist Church

. Macedonia Baptist Church

. Maize Manor United Methodist Church
. McKendree United Methodist Church

. New Creation Metropolitan Community

Church

. New Life United Methodist Church
. New Salem Baptist Church

. North Congregational United Church of

Christ

. Redeemer Lutheran Church

. Shady Lane Presbyterian Church
. Shiloh Baptist Church

. St. Andrew Presbyterian Church
. St. Dominic Catholic Church

. St. Francis of Assisi

. St. John’s Episcopal Church

. St. John’s Evangelical Protestant
. St. John’s Evangelical Protestant
. St. Ladislas Church

. St. Stephen’s Episcopal Church

. Temple Beth Shalom
. Trinity Evangelical Lutheran Church

. United Methodist Church for All People
. Victorious Redeemer Church
. Westerville United Church of Christ




