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The Uninsured and
Tobacco Related lliness in Florida:
The Cost of Inaction

Prepared by Community Catalyst and the Healthy Florida Alliance

Florida is suffering from two epidemics. Alarmingly high and growing numbers of Floridians lack
health insurance. At the same time, Florida has a high rate of preventable tobacco-related
illness. Failure to address these problems is imposing a massive health and economic burden on
the state of Florida—reducing productivity and economic growth, distorting the health care
system, burdening thousands of Floridians with preventable and untreated illnesses, and leading
to thousands of premature deaths every year.

Within this crisis lies an opportunity for Florida to simultaneously act on both problems. Florida
has an untapped opportunity in low tobacco taxes—at 34 cents per pack, one of the lowest in the
nation. Raising tobacco taxes and dedicating the funds to Medicaid and SCHIP is a proven,
effective way to both raise revenue and improve public health. This issue brief, prepared for the
Healthy Florida Alliance, will detail and attempt to quantify the costs that Florida incurs by not
taking action. A future brief will focus on the potential benefits of addressing these pressing
problems.

Florida’s Health Insurance Crisis

The Costs of Being Uninsured for Individuals and Families

Florida is currently facing a crisis in the large number of uninsured. Twenty percent, or
3.6 million Floridians, do not have health insurance, the third highest in the country.!
Florida also has the third-highest rate of uninsured children, with 17% of kids lacking
health coverage.> Many of the low-income uninsured could be covered by an expansion
of the state’s Medicaid program, but Florida currently has limited eligibility rules for
Medicaid [for instance, eligibility for working parents is limited to 62% of the federal
poverty level (FPL), or $10,600/yr for a family of three].

Even for those who are eligible for Medicaid in Florida, many are unenrolled. Sixty-five
percent of uninsured children are eligible for either Medicaid or KidCare, Florida’s State
Children’s Health Insurance Program (SCHIP).®> Administrative barriers to enrollment in
Florida contribute to the number of eligible-but-unenrolled.*

Failing to extend Medicaid and KidCare to the fullest extent possible has health and
economic consequences for the uninsured individuals themselves and for the entire state.
This section of the brief discusses the “hidden costs” of uninsurance on families.’

Health costs for individuals. Florida’s uninsured residents have poorer health
and greater economic insecurity as a whole than people with insurance. People without
health insurance use fewer health services overall than those with insurance.® When they
do get care, the uninsured typically rely more heavily on emergency rooms and urgent
care, than primary and preventative care. As a result, the care that they get is both more
expensive and less effective. Research finds that limited health visits and lack of
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preventative care for the uninsured result in poorer health and earlier death than in the
insured population.’-®

Uninsured children are less likely to see a doctor for chronic conditions such as asthma,
and are more likely to miss school due to illness.® Kids without insurance are also more
like to not have seen a doctor in the past year for well-visits, and are five times more
likely to have an unmet health, dental or vision need than insured children.™

Economic costs for individuals. Beyond negative health consequences, the
uninsured also face greater economic risks than people with health coverage. Although
people without insurance use fewer health services, they pay a disproportionate amount
of their earnings for care.™ The uninsured typically pay about one-third of their health
care out-of-pocket, have lower earnings due to poor health and chronic illness, and are
unable to work as productively as insured counterparts. The uninsured face greater
financial uncertainty due to unknown costs of health care, potential for medical debt,
depleted assets and bankruptcy.* A study of uninsured adults found that about 20% had
used all or most of their savings to pay for medical expenses.*?

The Costs of Being Uninsured for Florida

All costs of uninsurance are not borne by the uninsured; society also incurs costs from
having a significant population without coverage. Florida is currently paying for the
uninsured in numerous ways. This section attempts to quantify some of the economic
and social costs of Florida’s high rate of uninsurance.

Health costs to Florida. The uninsured rely on free care, emergency rooms and
the public health system for health services, rather than primary and preventative care
typically used by people with insurance. The reliance on these services by the uninsured
impacts the quality and availability of health and emergency care to the larger population.

Economic costs to Florida. Because many of the uninsured rely on
uncompensated care in hospitals, community health centers and clinics, this also places
strain on the entire health system. To compensate for this expense, providers may reduce
services or increase costs for people with private insurance, to recoup costs for free care
and bad debt expenses from serving the uninsured.*> A Families USA study found that
in Florida in 2005, a family employer-sponsored premium cost an additional $1,313 per
year to cover costs of caring for the uninsured.*®

The cost of all uncompensated care to the uninsured (minus out-of-pocket costs paid by
individuals) in Florida was about $2.9 billion in 2005.%" Of this, approximately $900
million was paid by government resources--a combination of federal and state funds, and
county taxes. The remaining $1.9 billion was not publicly funded, and presumably was
passed through the private insurance system.*® By 2010, cost of care for the uninsured in
Florida is expected to rise to over $4 billion dollars per year.'* Medical care for the
uninsured costs everyone in Florida—through tax dollars and higher premiums.
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th all of the costs incurred from F_Iorlda’s large number of Direct Cost of Florida’s
uninsured result directly from medlcal expenses. Recently, Uncompensated Care
research has attempted to quantify the economic losses from = $2.9 billion
poorer health and higher mortality rates for people without _
insurance. The Institute of Medicine (IOM)’s studies of Total Economic Loss due

to Poorer Health Status

“health capital” (the value people place on their lives and — $10.2 billion

future earnings) values a healthy life year at $160,000.%°
This estimate includes lost productivity and earnings, and also the value that people place
on being in good health.

To estimate the costs of being uninsured, the IOM used measures of health and life
expectancy to determine that the lost health capital for a person without insurance for one
year is between $1,645 and $3,280 in 2001 dollars.?* Taking the midpoint of this range
and adjusting to 2007 dollars, the average economic loss for one uninsured person is
about $2,830 per year.?? In Florida, this would mean that about $10.2 billion is lost in
health capital each year due to uninsurance. This number quantifies the societal loss of
productivity, earnings and poorer health of the uninsured.

Florida’s Tobacco Crisis
The Costs of Tobacco-Related IlIness

: Tobacco use is a proven cause of health problems and high
S D e S medical costs for individuals. In addition, smoking creates
from Tobacco Use .

= $6.32 billion expenses for the state through the costs of medical care for
tobacco-related illnesses, and losses from lower
Economic Loss due to productivity and increased mortality due to tobacco-related
Tobacco-Related Ilinessand | jjIness. This section discusses the health and economic
el costs of tobacco use for both individuals and the state of

= $6 billion Florida

Health Costs of Tobacco Usage for Individuals. Health problems
associated with smoking have been well-documented and include
emphysema, cancer and heart disease. In Florida, 28,700 people die from
tobacco use each year.”® Smoking is the leading preventable cause of
death in the United States, and male smokers are 22 times and female
smokers about 12 times more likely to die from lung cancer than
nonsmokers.?*

Economic Costs of Tobacco Usage for Florida. Costs related to smoking do not
only impact individuals; Florida incurs economic costs from a high rate of tobacco use.
Total medical costs for smoking-attributable conditions total $6.32 billion per year in
Florida.?® Of smoking-related medical costs in Florida, $1.2 billion are paid out of
Medicaid dollars. Medicaid relies on a mix of state and federal dollars, but $515.5
million of smoking-related costs are borne directly by the state of Florida.?®
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Beyond medical costs, health problems from smoking reduce productivity for workers.
The Centers for Disease Control and Prevention (CDC) use illness and mortality rates to
estimate productivity losses related to smoking at $6 billion in Florida.?” The state of
Florida is bearing the economic costs of tobacco-related health problems.

The Opportunity: Raising the Tobacco Tax and Expanding Medicaid
Florida currently has a tobacco tax of 34 cents per pack—at 45" out of 50 states, one of
the lowest in the nation.?® There is an opportunity to raise tobacco taxes to address
Florida’s pressing public health problems. Increasing the cost of tobacco is one of the
most successful ways to reduce smoking-related preventable illnesses.” Raising the
price of tobacco products is most effective in reducing smoking in teens; a 10% tobacco
tax increase results in a 7% decline in youth smoking.*

States have raised taxes on tobacco in recent years, with the result of reduced smoking
levels and a significant increase in revenue.*> A number of states, most recently
Colorado, have used the additional revenue from a tax on tobacco to fund Medicaid
expansions.®  Tobacco taxes have proven a valuable and predictable resource for
supporting Medicaid costs.**

The state receives federal matching funds of 58 cents for every dollar spent on Medicaid.
Furthermore, every federal Medicaid dollar that flows into the state generates additional
economic activity and increases Florida’s return on federal tax dollars. Every $1 million
in Medicaid funds generates $2 million in business activity, $1 million in wages and
salaries, and 31 jobs.**

Tobacco tax revenue can also be used to expand enrollment in KidCare. Funds raised by
an increase in the tobacco tax can enhance outreach and enrollment assistance to children
currently eligible but not enrolled in KidCare. In addition, tobacco revenue can increase
provider rates, which reduces cost-shifting and improves access to physicians.®
Leveraging tobacco tax funds for Medicaid spending will help to dramatically decrease
the number of children and adults without insurance in Florida.

Florida has one of the lowest tax rates on tobacco in the nation, at 34 cents per pack. It
also has one of the highest rates of uninsurance. Today Florida has an opportunity to
raise the funds necessary to both reduce smoking rates and expand coverage to the
uninsured through Medicaid and KidCare.

The Healthy Florida Alliance knows that Florida can do better. Investing in Medicaid and
KidCare through tobacco taxes will lead to a state that is healthier and more
economically stable.

About the Healthy Florida Alliance

HFA brings together a growing number of advocates, physician organizations, voluntary health agencies
and community groups to reduce tobacco-related illness and expand health coverage in the state of Florida.
The Alliance’s priority is to raise the tobacco tax by $1 and dedicate a substantial portion of the funding to:
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e Fully funding KidCare

e Expanding Medicaid eligibility

e Increasing provider reimbursement in Medicaid and KidCare to improve access for enrollees and
reduce cost-shifting onto the private sector

For more information about the Alliance contact:

Greg Mellowe, Policy Director, Florida CHAIN
(Community Health Action Information Network)
Email: gregm@floridachain.org; or Call: (407) 782-6983
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