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Issue Brief

2007 Health Insurance Survey of Farm and Ranch Operators

This is the third in a series of issue briefs examining health care costs and their consequences on farm and ranch families in

the Great Plains states.

WHO EXPERIENCES FINANCIAL HARDSHIP BECAUSE OF HEALTH CARE COSTS?

Executive Summary

The 2007 Health Insurance Survey of Farmers and Ranchers collected information from 2,017 non-corporate farm
and ranch operators in lowa, Minnesota, Missouri, Montana, Nebraska, North Dakota and South Dakota.The vast
majority of respondents had health insurance, yet one in four reported that health care expenses contributed to
their financial problems.This issue brief examines which farmers and ranchers are at greatest risk of experiencing

financial hardship due to health care costs.

The brief uses two measures of financial hardship caused by
health care costs.The first is a generally employed objective
measure that defines households as experiencing financial
hardship if they spend more than 10 percent of their
income on health insurance premiums and out-of-pocket
medical costs.The second is a perceptual measure; it defines
households as experiencing financial hardship if they report
that health care costs contribute to financial problems.

« Forty-four percent of respondents spent more than 10
percent of their income on health insurance premiums and
additional out-of-pocket medical and prescription medication
costs. Among those who said their principal occupation

was farming or ranching, this figure rose to 54 percent.

« A number of factors affected people’s likelihood of spending
more than ten percent of income on health care, but the most
predictive factor was where people obtained insurance.Those
who purchased insurance on the non-group market were at
much greater risk of spending more than ten percent of income
relative to those who obtained insurance through government-
sponsored programs or through off-farm or ranch employment.

*The median amount that people who got insurance on the
non-group market spent on premiums and out-of-pocket
costs was $11,200.This compared to a median amount of
$5,600 for those who got insurance through off-farm or
ranch employment.

+ Nearly a quarter of the respondents (23%) reported that
health care costs contributed to financial problems for them

-\

or a household member; this included 28 percent of those
who said their principal occupation was farming or ranching.

* Respondents who reported financial problems spent on
average 42 percent of theirincome on insurance premiums
and out-of-pocket health care costs. Among this group, nearly
two-thirds (64%) said it made it difficult to pay other bills.
More than a third (34%) said it caused them to delay making
needed investments in their farm or ranch. Seventeen percent
said it made it hard to pay off a farm or ranch loan.

+ Along with the actual percentage of income spent on health
care, a key factor affecting people’s perception that health care
costs contributed to financial problems was whether they had
to borrow money to cover these costs. Borrowing included
taking out loans against their farm or ranch or from a bank

or payday lender, increasing credit card debt or withdrawing
money from a retirement account.
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Even though farmers and ranchers have higher average
incomes and significantly higher net worth than U.S.
households as a whole, and are much more likely to

have health insurance, these findings show that a high
percentage are seriously burdened by the costs of health
coverage and care. For those who are experiencing the
burden most intensely, health care costs are eating up, on
average, over 40 percent of their incomes.These findings
reflect the disproportionately high percentage of farmers
and ranchers who are forced to purchase insurance on
the individual, non-group market, where both premiums
and out-of-pocket costs tend to be higher. Farm and ranch
families are not absorbing the costs easily. Over a quarter
(26%) had to draw on resources to pay for health care. Of
these, almost two-thirds (65%) had to dip into savings, and

many others had to go into debt to cover health care costs.

These findings contribute to the research documenting the
growing problems of the underinsured - those with health
insurance who are still left in financial jeopardy if they get
sick. Given the high rate of respondents with insurance

at risk of experiencing financial problems, it may be more
appropriate to speak of major“insurance product failure.”

The findings are relevant to a number of current policy
discussions. Many states are considering mandates
requiring people to purchase insurance on the individual
market if they do not have another source of coverage.
This study provides information about what constitutes
affordable coverage; it suggests that affordability must

be considered in terms of the percent of income people
spend on health care, and it must take into account the
overall amount they spend on health care rather than

just the cost of premiums.The findings raise concerns
generally about proposals that rely on the private non-
group market as the primary or only vehicle for expanding
coverage for the uninsured, especially given the weakness
of consumer protections in this market. Finally, the
findings help quantify the excessive burden small business
people and the self-employed are now shouldering to

pay for health care and caution that these costs have
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the potential to threaten this important segment of our
economy. Solutions to help alleviate these problems will
probably require a combination of approaches, including
cost-sharing assistance, market controls to restrain costs
and maintain quality, public/private partnerships and
greater access to government-sponsored programs.

INTRODUCTION

In 2007, The Access Project joined with the University

of North Dakota Center for Rural Health and Brandeis
University to gather data about the source, type and
characteristics of farmers’and ranchers’ health insurance,
as well as about the financial burden health care expenses
place on farm and ranch families. Data were collected
through a telephone survey of 2,017 non-corporate farm
and ranch operators in seven states: lowa, Minnesota,
Missouri, Montana, Nebraska, North Dakota and South
Dakota. This survey was called the 2007 Health Insurance
Survey of Farm and Ranch Operators.

Previous research has clearly documented that
unaffordable medical bills and resulting medical debt
affect large portions of the U.S. population, including a
significant portion of those with health insurance.' The
first issue brief on the 2007 Health Insurance Survey of
Farm and Ranch Operators presented an overview of

the survey findings.They showed that the vast majority
of respondents had health insurance, yet one in four
reported that health care expenses contributed to their
financial problems, and one in five had outstanding debt
that resulted from medical bills.? The second issue brief
investigated the amounts family farmers and ranchers
were actually spending on health insurance premiums
and out-of-pocket medical costs. It documented that
families on average were spending $7,247 annually.Those
purchasing insurance on the individual, non-group market
were particularly hard hit; on average they spent $4,359
more than those with insurance obtained through off-
farm or ranch employment and $5,204 more than those
insured through government-sponsored programs.?

About This Issue Brief

This brief examines which farmers and ranchers are at
greatest risk of experiencing financial hardship due to health
care costs. It uses two measures of hardship.The first uses
the percentage of income households spend on health care.
The second measure is perceptual; it defines households as
experiencing hardship if they reported that health care costs
contributed to financial problems.We also examined some
of the negative financial consequences these households
experienced because of health care costs.
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In recent years, the percentage of income people spend
on health care has been increasing. Researchers have
generally considered spending more than 10 percent

of household income on insurance premiums and out-
of-pocket medical costs as a measure of financially
burdensome health care costs.* Not surprisingly, those
with lower incomes are most likely to spend more than
10 percent of their income on health care, but the rate is
also rising rapidly among people with moderate incomes
(200%-400% of the Federal Poverty Level, which for a
family of four today is between $41,304 and $82,608).In
1996, 15.6 percent of people in this income group spent
more than 10 percent of their incomes on premiums and
other health care expenses; by 2003, the percentage had
risen to 22.7 percent.The proportion of income spent on
medical costs is also rising significantly among those who
earn more than 400 percent of the Federal Poverty Level.
In 2003, one in 10 people in this income category spent
more than 10 percent of their income on health care costs,
including insurance premiums, an increase of nearly 150
percent since 1996.°

Those who purchase insurance in the individual, non-
group market are much more likely to face financial strains
due to medical costs than those who obtain insurance
through their employment. A 2006 study found that 43
percent of adults covered by individual insurance spent
more than 10 percent of their income on medical expenses
and premiums, compared to 24 percent of people with
employer-sponsored insurance.’ This is significant because
family farmers and ranchers are more likely to purchase
insurance on the individual market than the U.S. population
overall.In our survey, over a third of respondents (36%)
purchased insurance on this market, compared to about
eight percent of insured Americans nationally.”

Many studies have shown that unaffordable medical
bills and medical debt significantly affect families’ overall
financial stability. Health care expenses can lead to
housing problems,? increased credit card debt,’ ruined
credit records’® and in the worst cases bankruptcy.' For
family farmers and ranchers, health care expenses have
the potential to affect not only their families’ economic
security, but the financial viability of their farm and ranch
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businesses. Moreover, as family farms dominate U.S.
agriculture' and play an important economic role in rural
communities, the financial impact of health care expenses
on family farms has the potential to negatively affect rural
economies overall.

STUDY DATA AND METHODS

The data for this project were collected through a
telephone survey of farm and ranch operators.The survey
was developed based on a review of the literature on
health insurance and medical debt and on input from an
advisory group of rural health policy experts.The survey
gathered information about respondents and their families’
health insurance status, the amounts of their insurance
premiums and deductibles, the types of services their
insurance covered, the financial burden of health care costs
on families and businesses and the existence of medical
debt. It also gathered basic demographic information.

The sample population was drawn from the United States
Department of Agriculture National Agricultural Statistics
Service (NASS) current comprehensive list of farm and
ranch operators in Montana, North Dakota, South Dakota,
Nebraska, Minnesota, lowa and Missouri. Respondents had
to be over 18 years of age and under age 65.The sample
was also limited to farmers and ranchers with individual
or partnership type operations.The list was sorted at

the state and county level to assure a representative
geographic distribution.

An initial letter explaining the importance of the project
was sent to each farm and ranch operator included in the
sample.The letter was signed by the Director of the North
Dakota Field Office of the National Agricultural Statistical
Services, United States Department of Agriculture (USDA),
who was the project manager for the data collection.

The survey instrument was tested with farmers and
ranchers in January 2007 and revised based on the test
results. Fielding of the final survey began in February 2007
and was completed in March 2007.The original sample

of 3,184 was adjusted to reflect the 654 operators who
were inaccessible either because their phone numbers
were disconnected or because surveyors were unable to
reach them after between seven and 16 dial attempts. A
total of 2,017 farm operators responded to the survey.The
response rate, based on the adjusted sample size of 2,530,
was 79.7 percent.

All quotes in this report are verbatim responses of survey
respondents to open-ended questions.
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FINDINGS

Respondent Characteristics

The vast majority of respondents in this survey were male
(91%), Caucasian (97%), married (86%) and over the age
of 44 (79%).The largest group of respondents (49%) had
incomes between $40,000 and $99,999; 37 percent had
incomes below $40,000, and 14 percent had incomes of
$100,000 or more. Eighty percent were sole proprietors
of their farms or ranches, and 55 percent reported that
farming or ranching was their principal occupation.
Almost two-thirds of respondents (63%) said they were in
excellent or very good health; only 9 percent reported that
they were in fair or poor health.

Almost all of the respondents — 90 percent — said all
members of their households had been continuously
insured in the previous year. About one-third (36%)
purchased health insurance on the non-group market,
either directly or through an insurance agent.” This is
significantly higher than the national average; nationally,
only eight percent of insured Americans purchase
insurance in the individual, non-group market.' Fifty-four
percent obtained health insurance through off-farm or off-
ranch employment, either their own or their spouse’s. Ten
percent obtained health insurance through government-
sponsored programs such as Medicare, Veterans Benefits
and Medicaid.

Source of Health Insurance
Among Those with Health Insurance

N=1832
Government-
sponsored
program,
10% Direct
purchase,
36%

Off-
farm/ranch
employment,
54%

Measures of Financial Hardship

Researchers have defined people who are insured

as having a high financial burden due to health care
expenses if they 1) have premiums plus out-of-pocket
health care expenses that constitute more than 10 percent
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of their income, or 2) report having had problems paying
medical bills in the previous year." In our study, we also
used both an objective and a perceptual measure of
financial burden.

As an objective standard, we followed the generally
accepted measure that defines people as experiencing

a financial burden if they live in households spending
more than 10 percent of their income on health insurance
premiums and other medical and prescription medication
expenses. For this analysis, we assumed both premiums
and incomes to be at the midpoint of the ranges
respondents selected. For example, for a respondent

who reported paying between $250 and $500 a month
on insurance premiums, we calculated the monthly
amount as $375.For people who reported household net
incomes between $20,000 and $39,999, we calculated
annual income as $30,000. Out-of-pocket medical and
prescription expenses were based on the specific figures
reported by respondents.

Our perceptual measure is based on people’s self-reports.
In our survey, we asked respondents if health care costs
contributed to their or a household member’s financial
problems.We define people as experiencing financial
hardship if they answered yes to this question.

Financial Hardship Defined by Percent of Income
Spent on Health Care

Forty-four percent of our respondents spent more than
10 percent of their income on health insurance premiums
plus additional out-of-pocket medical and prescription
medication costs; among those who said their principal
occupation was farming or ranching, this figure rose to 54
percent. (We did not include the amount people spent on
dental insurance and care, which would have increased
the percentage.We will examine dental expenses in a
later brief.)

We then tested to see what factors contributed to
people’s likelihood of spending more than 10 percent of

¢ | have two sons....The one who is
self-employed on his farm is struggling
to pay for health insurance....it is
almost out of reach for him to pay.l am
very concerned about how he is going
to afford coverage in the future. 3
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income on health care.We looked at age, income, health
status, source of insurance, insurance status and whether
people’s principal occupation was farming or ranching

as possible contributing factors.To test for health status,
we divided respondents into those who said their health
was excellent; those who said their health was very good;
and those who said their health status was good, fair or
poor.Sources of insurance included insurance obtained
through government-sponsored programs, off-farm or
ranch employment or purchased on the individual market.
To test for insurance status, we divided respondents into
those who said that everyone in their household was
continuously insured in the previous year and those

who said that they or someone in their household

were uninsured for all or part of the previous year.

A logistic regression analysis indicated that the factors
contributing significantly to the likelihood of people
spending more than 10 percent of their income on health
care included their income, their health status, their source
of insurance, their insurance status and their principal
occupation. (See Table A1 in Appendix A.) Not surprisingly,
the likelihood of spending more than 10 percent of income
on health care decreased as people’s incomes rose; those
with incomes over $20,000 were less likely to spend more
than 10 percent of their income on health care than those
with incomes under $20,000 a year. People who said their
health was excellent were also less likely to spend more
than 10 percent of their income on health care compared
to those who said their health was good, fair or poor.
Households where everyone was insured for the previous
year were also at less risk than those with family members
that were uninsured for some or all of the last year. People
who said their principal occupation was farming or
ranching were at greater risk of spending more than 10
percent of their income on health care than those who said
farming or ranching was not their principal occupation.

However, by far the greatest predictive factor was how
people obtained insurance.Those who purchased
insurance on the individual, non-group market were at
much greater risk of spending more than 10 percent of
income on health care relative to those who obtained
insurance through government-sponsored programs or
employment.The median amount per household that
people who got insurance on the non-group market spent
on premiums and out-of-pocket costs was $11,200.This
compared to a median amount of $5,600 for those who
got insurance through off-farm or ranch employment, and
$3,600 for those who got insurance through government-
sponsored programs.
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« My wife is a county employee with
great coverage, but me and the kids
have an HSA and insurance with a high
deductible just to be able to afford it.
[Our] total out-of-pocket expenses
were $12,879. 3

Median Amount Spent on Premiums and Out-of-
Pocket Costs by Source of Insurance
N=1606
$12.000 311,200
$10,000
000
%, $5,600
$6,DIJD i |' - ss’mn
$4,000 1
$2,000 l
$0 | _
Direct purchase Off-farm/ranch Government-
employment sponsored
program
Source of Insurance

Financial Hardship Based on Self Report

Nearly a quarter of our sample (23%) said they felt that
health care costs contributed to financial problems for
them or a household member.(Among those who said
their principal occupation was farming, this figure rose to
28 percent.) The chart below shows the types of financial
problems people said they experienced.

Financial Problems Experienced Because of
Health Care Costs
Among Those Who Experienced Financial Problems
N=464
T0% 64%
B0% |
50% |
40% | 34%
— 29%
0% | .
22%
20% | I— 17% i
10% +—— ;
ox M . .
Difficulty Difficulty Difficulty  Delayed making  Took off-
paying rent paying paying ather needed farmiranch
farmiranch bills farmiranch work o
loan nvestment  worked more
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All of the respondents who said they felt that health

care expenses contributed to their financial problems
spent more than 10 percent of their income on insurance
premiums and other out-of-pocket medical and
prescription costs. We wanted to know what factors

led this group to feel that health care costs created
financial problem:s.

We conducted a logistic regression to determine which
factors contributed to people reporting financial hardship
resulting from health care costs. (See Table A2 in Appendix
A.) We included almost all of the same factors as in our
analysis of those who spent more than 10 percent of
income on health care. However, we also included two
additional variables. One was the actual percentage of
income spent on health care. For those who reported
health care expenses greater than their total income, the
percentage was set at 100.'¢

The other variable referred to the resources people
reported using to pay for health care. All respondents
were asked whether they had to draw on resources to
cover health care costs. Over a quarter of the respondents
(26%) did draw on resources. Among those who used
resources, people were asked whether they used family
savings, withdrew money from a retirement account,
borrowed against their home or farm/ranch, borrowed
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from a bank or payday lender, borrowed from friends or
family, incurred or increased credit card debt or borrowed
from some other source.The results are shown below.

We hypothesized that people who did not have to draw
on resources or had enough savings to cover costs
might subjectively experience the burden of health
care costs differently from those who had to borrow

to pay for care. All of the resources mentioned above,
except using savings, involved borrowing money to pay
for care.We thus looked at borrowing to pay for health
care as a potential factor contributing to people’s sense
that health care costs contributed to financial problems.
(We considered withdrawing money from a retirement
account as a form of borrowing, since it drew on resources
set aside for other long-term needs.)

€ it seems wrong that the cost is so
high....We are in really good health,
and we have the cheapest premium we
can get, and that’s still way too high. 3

Resources Used to Pay Health Care Costs
Among Those Who Used Resources
N=519
70%
65%
60%
50%
40%
30%
22%
20% 17%
10% 1% g
10% *
4%
0% : |
Family savings Withdrew from Borrowed against ~ Borrowed from bank or Borrowed from friends  Increased/incurred Borrowed other
retirement account home/farm/ranch payday lender or family credit card debt
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By far the most important predictive factor in determining
whether people felt that health care costs contributed to
financial problems was the sources people used to pay
for health care.Those who had to borrow to pay their
medical bills were much more likely to report hardship
than those who only used their savings or did not have

to draw down resources.

€ Not being able to pay medical bills
affected my credit history, which affects
everything else.

The percentage of income people spent on health

care was also significant.Those who reported financial
hardship spent on average 42 percent of income on health
care.Those who spent more than 10 percent of their
income on health care but did not report hardship spent
on average 32 percent of income.Thus people reporting
financial hardship were spending substantially more
money on health care than those spending more than 10
percent of income but not reporting hardship.
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€€ | wish that someone could offer
health insurance that is not going to
break the bank and still pay for office
visits, prescriptions.

DISCUSSION AND POLICY
IMPLICATIONS

Average Percent of Income Spent on Health Care
Among Those Who Spent More Than 10% of
Income on Health Care

N=946
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45%
40%
35%
30%
25%
20%
15%
10%

5%

0%

32%

Health Care

T

% of Income Spent on

Did report financial
burden.

Did not report financial
burden

Spent More Than 10% of Income on Health Care

Health status also played a role: those who reported their
health status as good, fair or poor had a higher likelihood
of reporting that health care expenses contributed to
financial problems compared with those who reported
their health as excellent or very good.

In addition we found that income was a significant factor:

surprisingly, those who earned less than $20,000 were less
likely to report financial hardship than those with incomes
between $40,000 and $99,999.

In recent years, both the cost of health insurance premiums
and cost-sharing in the form of deductibles, co-payments
and co-insurance have risen rapidly. As a result of the
amounts people are forced to pay on health care expenses,
growing numbers are experiencing financial hardship.

In our previous brief, we showed that the farm and ranch
families in our survey were spending on average $7,246
annually on health insurance premiums and out-of-pocket
health care costs. Further analysis showed that costs

were strongly correlated with people’s source of health
insurance. Controlling for age and health status, families
who purchased insurance from an agent in the individual
market spent $5,204 more on health care than families
with insurance obtained from government-sponsored
programs, and $4,359 more than those with insurance
obtained through off-farm or off-ranch employment.
These findings are especially important for farm and ranch
operators because about a third of survey respondents
purchased insurance in the individual market, compared
to a national average of eight percent.

€€ it is difficult for an independent
business to afford [insurance], especially
in farming.

This brief looks at the percent of income these expenses
represent. Based on a commonly used definition of
financial burden from health care expenses, 44 percent
of our sample — a population that has higher average
incomes and significantly higher net worth than U.S.
households as a whole — is burdened by the costs of
coverage and care.This compared to 18 percent of the
population younger than 65 in 2004 that spent more
than 10 percent of income on insurance premiums and
health care.” And for those farmers and ranchers who are
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experiencing the burden most intensely (nearly a quarter
of the sample), health care costs are eating up, on average,
more than 40 percent of their incomes.

Farm and ranch families are not absorbing these costs
easily. Almost two-thirds (65%) of those who had to draw
on resources to pay for health care had to dip into savings
to pay for care (17% of our sample overall), money that
otherwise could have been used as a buffer in years when
farm incomes dip or for other long-term needs. Many
others had to go into debt to cover their health care
costs. Among those experiencing the highest burdens,

17 percent said they were having difficulties paying off
loans against their farm or ranch, and more than a third
(34%) delayed needed investments in their businesses.
Almost three in ten (29%) also had to take jobs off the
farm or ranch, presumably at least partly to get better
health insurance coverage.These consequences have

the potential to threaten people’s farming or ranching
operations and indirectly the rural economies in which
they are embedded.

€« 1p's very important for farmers
to have insurance that is affordable.
Farmers never know what their income
will be, and it is very difficult to budget
for health care needs. 2

Policymakers are increasingly concerned with the
problems of the underinsured - those with health
insurance who are still left in financial jeopardy if they

get sick.”® Virtually all (over 90%) of our respondents were
insured, yet 44 percent suffered financial hardship because
of health care costs.These findings raise questions

about whether “underinsured”is the appropriate term

to describe their situation.The term “underinsurance”
implies that a solution is buying better insurance with
more comprehensive coverage. However, our respondents
would presumably buy better insurance if it were available
or financially within reach, and it is clear that insurance
premiums are contributing to the problem as much as the
quality of the coverage. A better term for insurance that
leaves more than 40 percent of its purchasers at risk might
be “product failure.”

Our findings are highly relevant to a number of important
policy discussions currently taking place.This is especially
true for current debates about how to provide coverage to
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small businesses and self-employed people who have to
purchase insurance coverage on their own.

¢« Why are people paying every month
for insurance, when the insurance won'’t
pay for the type of care they need? 9

First, some policymakers support eliminating state-
mandated benefits and allowing the sale of insurance
policies with limited coverage or high levels of cost-
sharing, maintaining it will make insurance premiums more
affordable. The purpose of health insurance is to protect
people financially and provide them access to care if they
get sick.The findings from this study and others clearly
demonstrate that many insurance products, particularly
those sold in the individual market, are not fulfilling this
function. Scaling back coverage to bring down the cost

of premiums shifts costs but does not eliminate them.
Insurance premiums are thus not an adequate measure of
affordability. Families draw on the same pool of resources
to pay for premiums and out-of-pocket costs. Policy
approaches that merely change the label under which
costs are categorized — from premiums to out-of-pocket
expenses — do not solve people’s real problems.

« [My] insurance doesn’t cover any
major medical and it doesn’t cover a
lot of doctors, dental, vision, or some
prescriptions.

Second, many states are considering mandates requiring
most uninsured people to purchase health insurance

on the individual market if they do not have another
source of coverage; such a mandate has already been
enacted in Massachusetts.These proposals generally
include subsidies to make coverage “affordable” for those
with fewer resources.The proposals often stipulate that
people will only be required to purchase insurance if
affordable policies are available. Our study suggests that
affordability must be considered in terms of the percent of
income people spend on health care and on the amount
they spend overall on health care rather than just the
cost of premiums. Without such limits, subsidies to help
people purchase insurance may be inadequate, and even
higher income people may experience serious financial
consequences if they have to access care.
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€ Medical costs are way out of line.
The insurance company’s costs have
gone way beyond affordable, when
income has stayed the same. 3

Third, our findings raise concerns generally about
proposals that rely on the private, non-group market as
the primary or only vehicle for expanding coverage for
the uninsured. A great deal of research has shown that
people insured on the individual market are more likely
to pay higher premiums, have higher deductibles, have
fewer benefits and pay higher percentages of their income
on health care than those with employer-sponsored
coverage.' Our previous brief confirmed these findings;
it documented that people incur significantly higher
overall expenses when they have insurance purchased on
this market. Our current brief shows that those spending
the highest percentages of their income on health care
are also more likely to have such coverage and that the
percentage of income consumed by health care costs
can be extraordinarily high. Self-employed people such
as family farmers and ranchers are much more likely than
the population at large to have this type of coverage. Tax
credits, as some have proposed, are unlikely to make up
for the large differences in health care expenditures and
percent of income consumed on health care that people
with non-group coverage face, compared to those with
employer or government-sponsored insurance.

In addition, other recent research has shown that in many
states, consumer protections in the individual, non-group
market are extremely weak. For example, Missouri, one of
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the states included in our study, does not prohibit medical
underwriting (setting insurance rates based on health
status), does not limit how long coverage can exclude
pre-existing conditions and does not review in advance
proposed health insurance premium rate hikes.?® Existing
regulation in the individual market may be especially
unlikely to set standards for benefit design, premium
costs and limits on cost-sharing that would be required

to protect people from the exorbitant costs that many are
now forced to assume.

€€ | do not understand why insurance
has no regulation of rates. | don’t
understand why they keep raising
rates as we get older.

Finally, our findings help quantify the excessive

burden small businesses and the self-employed are

now shouldering in order to pay for health care and

the consequences of these costs. A great deal has been
written about the drain on resources and impact on
competitiveness of high health care costs on large
corporations, such as auto manufacturers. Our findings
suggest that the burden of paying for health care faced
by farm and ranch operators and others who have small
businesses or are self-employed has the potential to
threaten this segment of our economy as well. Solutions
to help alleviate their problems will probably require

a combination of approaches, including cost-sharing
assistance, market controls to restrain costs and maintain
quality, public/private partnerships and greater access to
government-sponsored programs.
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organization and financing of health care, behavioral health issues and
in international health.

The Center for Rural Health at the University of North Dakota,
established in 1980, is one of the nation’s most experienced
organizations committed to providing leadership in rural health

on local, state and national levels. It has influenced the efforts of
states across the country by developing innovative models for rural
community development and local health system reform. In addition,
the Center for Rural Health (CRH) is nationally recognized for its efforts
to craft health policy-relevant research projects that are directly
applicable to rural communities and providers.
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APPENDIX A: REGRESSION ANALYSES

Table A1 presents the results of a logistic regression analysis of financial hardship defined as spending more than 10
percent of income on insurance premiums and out-of-pocket health care costs. Significant factors are highlighted.

Table A1: Premiums and Out-of-Pocket Expenses Greater than 10% of Income

Coef. Std. Err. Sig.  Odds Ratio
Age35-44- -0.205 0.355 0.564 0.815
Age 45-54° -0.291 0.334 0.384 0.747
Age 55-64° -0.038 0.340 0.911 0.963
Age 65 +° -0.197 0.422 0.641 0.821
Income $20,000 to $39,999 ° -1.320 0.379 0.000 0.267
Income $40,000 to $99,999 ° -2.928 0.372 0.000 0.053
Income $100,000 or more ® -6.570 0.558 0.000 0.001
Health excellent © -0.541 0.184 0.003 0.582
Health very good © -0.163 0.152 0.285 0.850
Insurance from off-farm/ranch employment ¢ 1.116 0.317 0.000 3.053
Insurance purchased on non-group market ¢ 2.552 0.332 0.000 12.835
Everyone in household insured in past year © -1.001 0.362 0.006 0.368
Principal occupation farming or ranching 0.464 0.139 0.001 1.590
(Constant) 2.162 0.604 0.000
N 1548
Pseudo R? 0.3353
AIC 1454.3
BIC 1529.1

2 Impact of age categories is relative to those under age 35.

b Impact of income is relative to those with incomes under $20,000 a year.

¢ Impact of health status is relative to those reporting health as good, fair or poor.

4 Impact of source of insurance (off-farm/ranch employment or non-group market) is relative to government-sponsored
insurance.

¢ Insurance status is relative to households where some or all members were uninsured part or all of the previous 12 months.

Factors contributing significantly to spending more than 10 percent of income on health care include having incomes
below $20,000, obtaining insurance through off-farm/ranch employment or purchase on the non-group market (relative
to obtaining insurance through a government program), having some or all household members uninsured during the
previous year and saying that one’s principal occupation was farming or ranching. Having excellent health reduced risk
relative to those who said their health was good, fair or poor.
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Table A2 presents the results of a logistic regression analysis of financial hardship defined as reporting that health care
costs contributed to financial problems. Significant factors are highlighted.

Table A2: Health Care Expenses Contribute to Financial Problems

Coef. Std. Err. Sig.  Odds Ratio
Age 35-44- -0.20 0.37 0.590 0.82
Age 45 -54° -0.39 0.35 0.267 0.68
Age 55 -64° -0.51 0.36 0.159 0.60
Age 65 +° -0.84 0.48 0.080 0.43
Income less than $20,000 -1.77 042 0.000 0.17
Income $20,000 to $39,999 © -0.29 0.19 0.128 0.75
Income $100,000 or more ® -0.11 0.24 0.644 0.89
Health excellent ¢ -0.80 0.20 0.000 0.45
Health very good ¢ -0.57 0.16 0.000 0.57
Insurance from off-farm/ranch employment ¢ -0.02 0.37 0.960 0.98
Insurance purchased on non-group market ¢ 0.27 0.37 0.475 1.30
Everyone in household insured in past year ¢ -0.53 0.32 0.098 0.59
Principal occupation farming 0.10 0.16 0.531 1.11
Insurance premiums plus out-of-pocket health care
expenses as percent of income 0.04 0.01 0.000 1.04
Borrowed to pay for care 9 2.21 0.18 0.000 9.12
(Constant) -1.07 0.56 0.055
N 1512
Pseudo R? 0.209

2 Impact of age categories is relative to those under age 35.

b Impact of income is relative to those with incomes from $40,000 to $99,999.

¢ Impact of health status is relative to those reporting health as good, fair, or poor.

4 Impact of source of insurance (off-farm/ranch employment or non-group market) is relative to government-sponsored
insurance.

¢ Insurance status is relative to households where some or all members were uninsured part or all of the previous 12 months.

fOut-of-pocket expenses as percent of income sets premiums and income at mid-point of selected ranges. Out-of-pocket
expenses are based on specifically reported figures and do not include expenses related to dental care. Percentages are
capped at 100.

9 Borrowed to pay for care is relative to use of savings only or no use of resources to pay for care.

Factors associated with a greater likelihood of feeling that health care costs contributed to financial problems included
spending higher percentages of income on health care and having to borrow to pay health care bills. People in excellent
or good health were less likely to feel that health care costs contributed to their financial problems, compared to those
in good, fair or poor health. People earning less than $20,000 were also less likely to report hardship than those earning
between $40,000 and $99,999.
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APPENDIX B: STATE COMPARISONS

The following table presents state-level data for key indicators.

Table B1

1A MN MO MT NE ND SD ALL
Income $40,000-$99,999 59% 52% 53% 44% 44% 47% 44% 49%
Age 45-64 74% 79% 74% 76% 70% 70% 70% 73%
Health excellent or very good 71% 64% 59% 63% 67% 63% 58% 63%
Proportion of income
from farm/ranch (average) 46% 45% 25% 41% 55% 59% 56% 48%
Everyone in household
insured 93% 94% 90% 83% 92% 92% 90% 91%
Insurance through direct
purchase on non-group
market 40% 36% 20% 35% 45% 44% 42% 36%
Health care costs>10% of
income 41% 44% 33% 48% 49% 49% 45% 44%
Health care costs contribute
to financial problems 18% 20% 20% 31% 28% 23% 26% 24%
Drew down resources to
pay for health care 20% 25% 25% 36% 30% 25% 24% 26%
Median amount spent per
household on health care $6,150  $6,317  $5200 $8,600 $7,300 $7,530 $6,875  $6,700
Median amount spent per
household when insurance
from non-group market $10,550 $11,000 $10,500 $11,800 $11,300 $11,250 $11,000 $11,200
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