SUMMARY -- COST ESTIMATES OF KIDS ONLY HEALTH INSURANCE PROPOSALS

Given these options, if such a program were implemented, at most 37% of program participants
would be members of the target population (the presently uninsured). -- Scenario 1

Given these subsidies, keeping out children who currently have Medicaid or employer-sponsored
insurance will be non-trivial. :

Keeping out children who currently have coverage through non-employment based private

insurance will be difficult (consider requirement of 6-month uninsured period). While data from

the March 1995 CPS shows fewer such children than the earlier surveys:-had suggested, the

number is still large relative to the number of uninsured children who can plau51bly be expected

to take advantage of a limited subsidy. :

> There are close to 1 million children with other private health insurance w1th incomes less
than 133% of poverty

These child coverage initiatives based on subsidizing purchase of insurance face two major

problems:
> limited effectiveness in terms of getting currently uninsured children to enroll, and
> limited efficiency in terms of spending new dollars only on the uninsured, and only on

services which would not otherwise be received

Scenario 1

Draws in the greatest number of those who are presently uninsured -- both in absolute numbers
and in terms of the percentage of the subsidized population which is made up of the target
(uninsured now) population. A major reason is that a full subsidy is available to those with
incomes less than 133% of poverty, a cohort with a relatively high concentration of uninsured
1nd1v1duals

Those with Medicaid (and above the Federal floor) come in only under this scenario, which
offers a full subsidy to those with incomes below 133% of poverty.

Scenario 2

Draws in fewer of the presently uninsured than Scenario 1, because a smaller subsidy (25%) is
available to those with incomes less than 133% of poverty. This results in a subsidized
population which is smaller overall and consists of a larger percentage of those who had some
form of insurance prior to the subsidy.

Scenario 3
Also draws in fewer of the presently uninsured than Scenario 1 (but slightly more than Scenario
2), again due to the less generous subsidy (50%) available to those with incomes less than 133%
of poverty.

Draws in more of those who currently have insurance, both other private and ESI, self-insured,
than Scenario 2, due largely to its more generous subsidy prov151ons to those above 250% of
poverty.
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www.ebri.org>.

* The EBRI Fellows program, which allows individuals from the private sector, govemment, foundations,
academia, and the media to undertake studies of economic security issues and work with EBRI teams on
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Dallas L. Salisbury is President and CEO. He can be reached at (202) 775-6322 or by e-mail at salisbury@ebri.org

Suite 600, 2121 K Street, NW, Washington, DC 20037-1896: telephone (202) 659-0670; fax (202) 775-6312; Web site, http://www.ebri.org
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ployment-Based Health insurance Among Children Aged 0-17
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Civilian Wage and Salary Workers Aged 18-64 Offered Health Insurance
by Their Employer, by Firm Size, 1988 and 1993 -
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Source: Employee Benefit Research Institute Analysis of the May 1988 and April 1993 Current Populétion Survey
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A Chart 5 :
Percentage of Full-Time Workers in Medium and Large Private Establishments
. with Fully Employer Financed Health Insurance, 1980-1993

Percentage

1980 1982 1984 1986 1988 1991 1993

Source: U.S. Department of Labor, Bureau of Labor Statistics.

& Single Coverage
M Family Coverage




Table 1 : |
Children Under Age 18 with Selected Sources of Health Insurance, 1988-1994
Employee Benefit Research Institute tabulations of the March 1989-1995 Current Population Survey

Soirce of Coverage 1988 1989 1990 1991 1992 1992 1993 1994 -
: (revised)
(Weight based on 1980 Census) (Weigﬁt based on 1990 Census)
| (millions) |
. A ,
Total Population 62.8 63.2 64.2 65.1 6.1 617 688 69.5
Total Private 46.1 46.5 456 453 457 46.4 462 46.0
Employment-Based 406  40.5 39.8 39.6 398 403 395 40.8
 Other private 5.5 61 ~ 58 57 60 6.1 73 5.2
Total Public 11.2 11.2 13.2 14.7 15.7 16.3 17.7 17.5
Medicare ol 0.0 o1 0l 0.1 0.1 0.0 0.2
Medicaid 9.9 10.1 120 135 14.5 15.1 16.6 16.1
CHAMPUS 14 13 13 13 14 14 13 1.7
Uninsured 83 8.5 8.5 8.4 83 8.7 96 .| 100
(percentage)
- Total 100.0% 100.0% 100.0% 100.0% 100.0% .100.0% 100.0% | 100.0%
Total Private  734%  73.5%  T10%  69.5%  69.1% 68.5%  672% | 66.2%
Employment-Based  64.7%  64.0%  620% 60.8% 60.1%  59.5% 57.4% | 58.7%
Other private 88%  96%  9.1% 88%  91%  90% 105% | 7.5%
Total Public 178% 17.7%  206% 226%  23.7% 24.1%  257% | 25.2%
Medicare 01% 01% 01% 01% 01% 01% 0.1% | 03%
Medicaid 158% 159% 187% 207% 21.9%  22.3%  242% | 232%
CHAMPUS 22% 21%  21%  20%  21%  21% . 19% | 24%

Uninsured 133% 13.5% 132% 129% 126% 129% - 13.9% | 14.4%

Note: Details may not add to totals because children may receive coverage from more than one source.

Children of active duty military personnel are excluded from sample. .

The 1988 data through the first set of 1992 data are based on 1980 Census-based population controls. The second
* set of 1992 data (as revised) and the 1993 and 1994 data are based on 1990 Census-based population controls.

" While the change in the weighting has little effect on the percentage distributions, it does affect levels. Thus, by
reweighting the 1992 data, these estimates may more accurately be compared with the more recent data. The
March 1995 Current Population Survey (CPS) utilized a more detailed set of health insurance questions, with the
new questions appearing to have an effect on types of coverage Caution shou]d be used in making comparisons
between the March- 1995 CPS and previous years.
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Table 9.9
Contributory and Noncontributory Health insurance

Percentage of Fuil-Time Employees Participating In Employer-Sponsored Medical Plans, by Plan Type:
Medium and Large Private Establishments, Selected Yoars 1979-1993;
State and Local Governments, 1987,1990, and 1992; and Small Private Establishments, 1990 and 1992

:

‘Medium and Large - - " . . sStateandlocal Small Private

Private Establishments® . ‘ . Governments? - Establishments®
‘ B T (old (new
(old scope) . ‘ - {new scope) - scope) scope)
" Type of Coverage . 1979 1980 1981 1982 1983 _1984 1985 1336‘ 1987 1988 1989 1991 1993 1987 1990 1992 1990 1982
Percentage of Employees . - . . . - . oo ot e
Participating in . ‘ B . . ‘ . o .
Medical Care Plans 97% 97% 97%' 97% - 96% 97% 96% 95% 92% 90% 92% 83% 82% 93% 93% - 90% 69% 71%
Single Employee ' ‘ g o i T ' A '
Coverage ' ) . o oL
Wholly employer : : o ! . . '
financed - . 73 74 73 73 . 87 64, 64 57 56 - 56 &3 49 37. 65 62 57 58 52
Contributory - - 27 26 27 27 33 - 36 36 43 45 44 - 47 51 61 35 38 43 42 47
Not determinable - dd d d d d d d d d d d 2 d d d - d d
Family Coverage ) '
Wholly employer . . : ’ .
" financed d 54 51 49 46 42 44 37 37 36 34 31" 21 29 - 35 28 32 27
_Contributory d 46 49 51 54 58 56 63 63 64 66 69 76 7 65 72 67 = 72
Not determinabie d - d d d. d d d d . d d d d 3 - d . d d d d

Source: U.S. Department of Labor, Bureau of Labor Statistics, Employee Benefits in Medium and Large Firms, 1979—1989 {Washington, DC: U.S. Government

Printing Office, selected years), Employee Benefits in Medium and Large Private Establishments, 1991 and 1993 (Washington, DC: U.8. Government
Printing Office, 1993 and 1995); Employee Benefits in State and Local Govemments, 1987, 1990, and 1992 (Washington, DC: U.S. Government Printing
Office, 1988, 1992, and 1994); Employee Benefets in Small Private Estabhshmenrs 1990 and 1992 (Washington, DC: U.S. Govemment Pnntmg Office,
1991 and 1994). .
Note: See Appendix B for a technical exp!anatlon of this source.
8The Bureau of Labor Statistics’ {BLS) survey scope was expanded s:gnmcantiy in 1988 to include private nonfarm establishments employing 100 or more workers.
The former survey coverage, which previously included full-time employees in establishments with either 50, 100 or 250 workers, depending on industry, is referred
to as old scope. The expanded survey coverage, which in 1988 and after includes full-time employees in private nonfarm establishments empioying 100 or more
workers in the District of Columbia and all states except Alaska and Hawaii, is referred to as new scope. In order to permit comparisons-of 1988 findings with those
of prior years, BLS also tabulated selected 1988 survey responses for old scope establishments. In 1991 and following years, the survey includes establishments in
Alaska and Hawaii.
>The BLS survey scope was expanded significantly in 1990 to include part-time workers, all govemments regardiess of size, and Alaska and Hawaii. The former
survey coverage, which included only full-time workers in govemmaent units employing 50 or more workers in the 48 contiguous states and the Dustnct of Columbia,
is referred to as old scope. The expanded survey coverage is referred to as new scope.

- “These tabulations provide representative data for full-time employees in private, nonagncultural establishmaents with fewer than 100 employees

9Data not available.




AUG .14 *95 @z:izzPM IHCRP

GeORGETOWN UNIVERSITY MeDicaL CENTER

Tnstitute o Hleaith Care Resaarch and Policy FACSIMILE COVER SHEET

TO: u‘ouncueﬁlnsc-;c-|--;-cn..:-u..i-u.'.;:n-n
FAXNumber: llIll!‘lIllllvl!l*l;lll-ltﬂtlll!llclb(‘cu
FROM; .;.Ajﬁﬂﬂfﬂwn..”..”..“,L”..“..
‘Pagés:

Comments:

{ mw,,? TnaT gl POMT C(_mmu} Y SIN

Thé  SeTamd L AbvsawTeses /Wm&ﬁgs .

Hepe 13 A P mmatdy “Tui )
ch-f Nox Previroe 4 /z...
;pLJc.v.w comn ’4/30&/‘1' € . gpr TS

' A}

2233 Wisconsin Avenue, NW  Suite 523 Washington DC 20007
202-687-0880  202687.31 10 facsimite

b

o+ e

pm!

P.1



ALG 14 S5 B2:23PM IHCRP ‘ : , : P.2

State Program for Kids

Eligibility:

Benefits:

Delivery System:

Funding:
Federal:

Participant:

State/Private:

Kids in working families with income below 200 percent of poverty
without insurance (previous 6 months) or access to employer-based
insurance (previous 18 months). This includes Medicaid children in
working families, except for SSI and institutionalized children. Coverage
would be phased in.

FEHBP Blue-Cross, Blue-Shicld like package

State designed. States may cover children through Médicaid State

employee health plans, private HMOs or any other program suited to the

State’s circumstances.

Federal Medicaid per capita cap amount for kids in the State

. Full amount for kids below 133 percent of poverty

«  Partial amount for kids between 133 and 200 percent of poverty
(for States that currently optionally cover these kids, they would
get the full per capita, as under the per capita cap).

Note: A significant proportion of the total program funding would bea

transfer from Medicaid to the new program. New spending would be for

increased participation and States that do not now cover children at higher
levels. L

No premiums or cost sharing for children below 133 percent of poverty

Sliding scale premium for children 133 to 200 percent of poverty; co-
payments for some services (not for preventive or primary care)

The residual funding needed to assure that all ehg1bles receive the
nationally-defined benefits package.
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Discussion of Kids® Options

- Why Kids: -

. One of four uninsured is a child. Children are one of the fastest growing groups of
uninsured.

. Probably have greater coverage per dollar spent than TU program [although I-am not sure

~ yet] . k
- ~ Given the problems with the Chafee-Breaux amendment, this offers a substitute. Ctreates
" auniform, national safety net of benefits and ehgﬂ:ihtv — the intent but the not effect of

the OBRA ‘90 expansion.

. Counterbalances State reductions in welfare coverage |

- Why State Program:

. Less expensive than a full submdy program since (a) only Federal share of per capﬁ&. (b)
indexed through per capita cap; and (¢) State optional. .

. Given limited availability of new funding, allows States to use some current Medicaid
funding in a more flexible program to pool for greater purchasing power.

. Builds on State Medicaid programs and other initiatives to cover children. Over 30 States
have either State-only or public / private partnerships for coverage of children. Both
Republican and Democratic governors have supported these initiatives; this is one¢ of
Chiles® and Romer’s top issues,

e May reduce pressure on Medicaid for greater flexibility. If States can have more program

flexiblity for healthy kids, they may not feel the same need to change the Medicaid
program which would remain the source of coverage for kids with special needs.

Disadvantages:
» . Likely to have some employer dropping.

¢ Advocates might feel that it goes back on EPSDT and other Medicaid protections

. - If it becomes too flexible, it could do more harm than good by putting current Medicaid
kids at risk,
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k; DRAFT
. HealthiCare Options - Next Steps | '

“The following outlines incremental HHS health care proposals for the post—Kennednyassebaum
“next steps” * initiatives. . ~ , oL

L. Update current incremental plan lmked to mplementatmn of Kassebaumﬂ(ennedy: V
some elements of the health care reform plan advocated as administration policy since
last June will continue to serve as the basis for next steps, as part of the effort to build on

‘the Kassebaum/Kennedy provisions for insurance refornis and portability of coverage for
those with coverage making transitions among jobs.

a.  Health care for transmonally uncmployed grants to states to fund 6 months of
~ health benefits (income-related subsidy) for unemployed workers who hiad '
coverage in their last job and are receiving unemployment compensatidn.

b. Grants to states to help them establish purchasing cooperatives for small
businesses, coupled with the option for states to get participation of FEHBP ‘
carriers. - \

c. A third policy statement could be continued support for mental health parity as
currently expressed in the Domenici compromise bill. : .

2. Consumer pr.otcctions/health plans: there is strong interest in developing consumer
protections for health plans, along with a quality agenda -- this should be extended to all
plans (not just managed care arrangements). We would work with interested parties to
develop a “consumers bill of rights” for all health plans. At the same time, we would
continue to advance the quality of care agenda and seek to develop and incorporate
updated quality standards for federal health purchasing programs. In the interim the
administration would support enactment of the 48-hour rule as well as the Ganske bill.

3. Children and working fanuhes‘ An initiative for children and working fam1hes could
aocomphsh most if we focus on fulfilling the promises of our current programs ta.rgeted
in these areas, including Medicaid, school health, and health centers

(2 Work with states to enhance the rcality of Medicaid services for eligible children
under current law through outreach and other efforts (possibly as part of steps to
heip assure that families and children get coverage available under welfare reform

“changes); in addition, we would encourage enhanced coverage for workmg
families through the watver process.

(E; Target increased funding for consolidated health centers, school health prégrams,
and maternal and child health to improve servn,es for children and working

families.

Preliminary background one-pagers on items two and three are attached.
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DR AFT

Expand Targeted Funding for Consolidated Health Centers (CHCs) to
Improve Services to Children and Working Families -

Background

*

Federally funded health ccnteris provide comprehensive health care to 10 million
patients, 44% of whom are children through age 19. The overwhelming majority of
center users are low-income (66% are below the Federal Poverty Level (FPL); 86% are
below 200% of FPL), and roughly 40% are uninsured.

The FY 96 budget 1s approximately $755 million for community health centers, nngrant
centers, health care for the homeless, and public housing centers, supportmg aIOtal of
2,204 sites.

Centers are required to serve all who present themselves for care, regardless of their
ability to pay. Federal grant funds make up approximately 30% of health center revenues
and are used in large measure to subsidize care for the uninsured.

CHCs are an essential part of the safety net, effectively serving over 3000 comrnunitics

today. They focus on providing preventive and primary care to uninsured and
underserved populations as well as a full range of enabling services to help children and
their families use services appropriately . CHCs also provide jobs, job training

'. opportunities, and economic stimulus to the communities they serve.

Proposal

.

Provide increased targeted ﬁmdmg for CHCS to enhance services to children and working
families. .

‘Existing and new CHCs could identify special needs of children and working families in

their community and develop specific interventions targeted to those needs.

CHCs can also be utilized to expand outreach to hard-to-reach populations. CHCs are
committed to providing a wide array of health and social services including outreach and
follow-up to patients and their families. They offer the enabling services, first line care,
and case management that addresses all aspects of health and keeps peoplc from using

more expenswc curative care.
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Expand Investment in Sc.hool Health Programs to Serve the o :
Health Needs of Children and Adolescents. - o . -
Background

L}

- or $66 per student vmt

School health centers provide prevennve medxcal and mental health services to
elementary, middle and hxgh school students around the country. Thcy currently operate
in many states, with the majority in rural and inner city com.mumnes where there are
many medically underserved and umnsured children :

School health centers provide a wide range of services depending upon the needs of the
communities, including primary care, physical examinations, injury treatment,. '

immunizations, counseling, chronic illness management, substance abuse preventmn,
and health educatxon -

E School health centers are a cost eifecnve means of prov1du1g health care services to
students. The average annual operating budget for a school-based health center is

estimated to be $180,000. The cost to aperate a health center is $179 per year per stﬁdeut

‘I

- Across the U S, thore are estnnated to be at least 650 school health centers out of

apprommately ‘80,000 schools

| School-basedflinked hcalth prqgrams provide a unique opporttmity to imprév& the.héalth' |

status of our young children and adolescents. A health center directly linked to a school, ©
where health care workers are in frequent contact with students, provides children with
ready access to health professionals and to necessary information and clinical services.

" They also can provide an effective way for both educators and health care providers to

reach hard-to-reach parents. Approximately 250 community health centers have already -
developed school-based or school-linked service programs to unprove 1he health and -
school perfonnance of chxldrcn

The:,e programs have the added beneﬁt of helpmg to 1dent1fy and support children w1th
developmental dciays !

~In c_ddmon offering ‘school—based services can be an effective tool to bring Médicald

eligible children into preventive and appropriate follow-up care and to provide access to -
the Earlv Penodw Screemng, D1agnos1s and Treatment (EPSD’D program. :

Support for school health programs may come from multiple source mcludmg I—IHS
funding for the’ consohdated health centers program.

Proposal ) D .
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Expand the Healthy Schools, Healthy Communities initiative to improve the health of
our children in a school setting, Through this program tiow in its third year, school-based. -
primary health care sites have been developed in 27 communities to provide services for
24,000 children who are at risk for poor health, school failure, homelessness and other
consequences of poverty. The program has been funded at $16.8 million over a three
year period. New funds would be targeted to organizations to establish new school-
based/linked health centers in communities with high rates of uninsurance. Children of
all ages from kindergarten through grade twelve could be served. Centers would have the
option of expanding services to the parents and siblings of the school’s students. Centers
could provide comprehensive primary care services at the school including diagnosis and
treatment of acute chronic conditions, preventive health services, mental health services,
health education and preventive dental care. Reproductive health services could be
provided at the option of the community. : -

In addition, funding for CHCs can be expanded to work with communities to develop
school-based or school-linked service programs to improve the health and school
performance of children. Recognizing the benefits of interactions between education and
health efforts, many communities have established links between schools serving low-
income children and health centers as a method of providing comprehensive health
services to underserved children. This linkage provides schools an opportunity to tap into
health center funding sources (e.g. federal grants). This linkage also provides the schools
with access to reimbursement mechanisms for Medicaid and other third party payers.
Approximately 250 Health Centers have developed school-based or school-linked service
programs. In addition, CHCs have begun to build expertise in managed care which
would be a valuable resource to school health centers. :

In order to assure integration of school health programs within the managed care ‘
marketplace, the Department will provide technical assistance to help school centers
create effective linkages to Medicaid and managed care organizations.

Another approach is to encourage states to expand funding for school health programs
through the Maternal and Child Health (MCH) Block Grant. In 1994, 25 states
invested $12 million in MCH block grant dollars and $22.3 million in state general funds.
Further funding targsted to the development of school-based/linked programs would
directly benefit many of the children who lack adequate health insurance coverage or
access to health care services. The MCH Block Grant provides maximum flexibility to
states to design programs that are appropriate to their individual population needs.
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DRAFT

Use Exxstmg Authorstles to Work with States to Increase Medicaid Services ‘
for Eligible Children and Worhng Families o e

Background

. Under legislation enacted in the late 1980s and early 1990s, Medicaid coverage for poor
children was greatly expanded by decoupling it from eligibility for AFDC. The
legislation extends Medicaid coverage to all poverty-level children under age 19, on a
phase-in basis, by FY 2002. (Effective 10/1/97, all those under age 14 will be eligible.)
In spite of the expansions, many children who are eligible for Medicaid are not enrolled
in the program. Indeed, the proportion of poverty-level eligible children who are not
enrolled is very substantial in some subgroups. -

. The linkage of Medicaid eligibility to AFDC facilitated enrollment of poor children in

"~ Medicaid since eligibility for both programs was established simultaneously and families
receiving cash leamed automatically of their Medicaid eligibility; no special outreach was
necessary to enroll them in Medicaid. On the other hand, for poor children with no
connection to AFDC, no similar mechanism for easy or automatic identification and
enrollment exists. Some measures, such as the streamlining of ehg1b1hty applications and
the stationing of outreach workers in FQHCs, have been taken to increase enrollment, but

. gaping inadequacies remain.

. Under the newly passed welfare reform law, states have the option of terminating
Medicaid for persons who fail to comply with the new work requirements. Medicaid for
‘minor children who are not heads of households is protected, although parents may still.
have to apply for Medicaid separately. States must continue Medicaid for (1) tamilies
losing cash benefits because of child suppert income, (2) minor mothers who are denied
cash assistance because they do not live with a parent or adult relative, and (3) families
who lose eligibility for cash assistance because of increased hours or earnings.-

« . Although a few states have used the demonstration authority under section 1115 to
expand Medicaid to cover families and children who were otherwise uninsured, the
pronounced trend among demonstration states has been away from coverage expansions
and toward programs focused more narrowly on increasing Medicaid enrollment in
managed care arrangements. :

Proposal

e Work with states to take steps to increase the enroliment in Medicaid of already eligible
children. Federal-state partnerships might be developed to identify and enroll eligible
children through cutreach in scheols, including special education providers, phurches and
other community service providets.

. Work with states to improve aceess to better quality primary and prcvennvc care for
Medicaid-eligible children.
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- DRAFT

Wxth the passage of the new welfare law, states should help families understand what -

~ they will have to do to continue Medxcaxd for themselves and/or their children.

Take steps to rcnew state interest in undertaking demonstrations and other acti\}ities that
involve expansion of Medicaid coverage for children and working families. These steps
could include but not be limited to: a specific solicitation of demonstration proposals
designed to test the use of premiums as a mechanism for enrolling uninsured low-income
families; diffusion of information on state “best practices™ with respect to expanding
coverage; and technical assistance to states on such matters as pricing the Medica;d
beneﬁt pac:kage :



HEALTH REFORM

‘ ALLIANCE

FO MEDIATE RELEASE  Contacts: Merit Kimball (Alliance -- 202/466-5626)
August 8, 1996 Bill Pierron (EBRI -- 202/775-6353)

BABY STEPS -- OR GIANT STEPS -- TOWARD BROADENED COVERAGE FOR KIDS?
A Briefing on How Children Can, and Sometimes Don't, Get Health Care

When Congress and the President agreed last week on a set of health insurance reforms, analysts
and the bill's sponsors agreed: these are modest steps in the right direction, and are not likely to make
much progress in getting health coverage for the uninsured or underinsured. How can leaders get past the
partisan and ideological obstacles to broadening coverage?

One possible starting point: cover more kids. Not only does better coverage for children yield
family and society-wide improvements, but, since kids are generally healthy, it's relatively inexpensive.

- What's more, analysts across the political spectrum are coming to agree that the current base for kids'
coverage -- through employers -- is eroding. So we see private and public initiatives around the country:
Medicaid coverage for low-income children has been extended beyond federal requirements in dozens of
states. Voluntary efforts in more than 20 states, often led by Blue Cross plans, provnde coverage to
scores of thousands of kids.

But how fast is the employer base for kids' coverage deteriorating? How likely are further
Medicaid expansions as Congress considers reductions in the program's growth rate? And will welfare
reform legislation affect coverage for poor kids? Can private sector efforts handle a major portion of the
task? And where will the money come from to finance even a modest initiative?

These and other issues will be discussed by a panel of experts at an August 16 briefing
cosponsored by the Alliance for Health Reform and the Employee Benefit Research Institute. Speakers
will include Charles LaVallee, head of the Western Pennsylvania Caring Foundation, which runs a
private program providing coverage for children up to more than 200 percent of the federal poverty line;
Douglas Nelson, executive director of the Annie E. Casey Foundation, which focuses on helping
disadvantaged children; Paul Fronstin, Ph.D., research associate at EBRI and Sara Rosenbaum
(invited), director of George Washington University's Center for Health Policy Research. Alliance
Executive Vice President Ed Howard will moderate the panel.

WHEN: 10 a.m. to 12 noon, Friday, August 16
WHERE:  Room SC-5 on the Senate side of the Capitol Building A
RSVP: By noon, Wednesday, August 14, by faxing the attached form to 202/466-6525 or

telephoning 202/466-5626. Space is limited,

Employee Benefit Research Institute * 2121 K Street, NW, Suite 600 ¢ Washington, DC * 20037-1896
Alliance for Health Reform ¢ 1900 L Street, NW, Suite 512 * Washington, DC ¢ 20036
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. Cost Estimates; Clar?ﬁéatiohs and Next Steps

Below are respOnses to the néﬁ:t steps hcted in I‘.aufa’s‘ memo of 7 August 1996:

1. Modehng the prermums for groups. of d\lldren

a.

This involves convertmg the per child cost to a per unit cc;st bassd on the
average number of children in families.

i

We will be modefing the premium costs assocaated with covermg
child units; in addition to our current basis where we price each
child individually. If a two-way basis is used (one price for a single
child, a second price for two or mare), then families with more than
two childrén get something of a break, at the expense of families
with only two children. This is a cross-subsidy from smailer

families to larger families, rather than a "discount” in the normal
“sense. We will be developing estimates of the dtsmbuiaons of

children by fam;ly size and by fam:ly zncome

-4
J'

Praviding an expianatioh t:f ’téké-i.:p assumptions for the various populations. |

As we refine our estrmates and overall part:cxpetmn assumptrons the specific
numbers mentioned belaw are also subject to revision, :

2

| CaseAisa ‘mgh part:cspatuon rate case for each scenano Rulss for

< .part:{:pahm in Case A are as follows:
s

il

.

Children with or eligible for Medacald pm:czpate only under au of

the following conditions: :

(1)  Are above the federal floor for Med:ca:d (see deﬁmtson page
' for explanation of federal floor), and

(2) Receive a100% subsidy. o

Children with non-employer spcnsored insurance come'in at 80%:

- participation if the subsidy availabie is greater than 20%.
. Children with employer sponsored insurance who are dependents

. ofthe selfv-emp!oyed come in at 90% participation if the subsidy
~~ava:iab£e is greater than 28% (caiwiated using tax subs;dy of 80% ,

Pagei of &
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| available if reform legistatién passes * margih'al tax rate of 35%).
~ Other children with employer sponsored insurance who are under

. 200% of poverty come in with an average of 10% participation.

Participation is sloped by poverty group as follows:
under 100% of poverty: 16.0% pa_rttctpatton

- (1)
(2)

<

(4)

(5)

@

100-124%: 13.7% participation
125-132%: 11.3% participation

133-148%: 9.0% participation
- 160-174%:. 6.7% participation

175-184%:. 4.3% participation

- 185-199%: 2.0% participation

Chudren who are uninsured
Scenario 1: Full participation for those fully subsidized and
no participation for those without subsidies. There is 50%
participation for those who are partially subsidized (between
133% and 250% of poverty), scaled as follows: )

Q)

(a) -
(b)
(¢)
(d)
(e)

- 133-145%: 96.0% participation

150-174%: 78.0% participation

175-184%: 60.0% participation
- 185-199%: 42.0% participation

200-224%: 24.0% participation
225-245%: 6.0% participation

@

3

Scenario 2. 20% participation for those under 250% of

poverty, and 10% participation for those at or above 250%

of poverty. These rates do not slope by poverty ievel.
Sceenario 3: 30% participation for those under 250% of

poverty, and 15% participation for those at or above 250%

of poverty Thesa rates do not siope by poverty level.

pamqpatlon in Case B are as follows.

ii.

Hi.

S

(1)
(2

CaseBisa rnedxum partxcupat;on rate case for each scenario. Rules for

Children with or efigible for Medicaid participate only under all of
the following conditions:

Are above the federal floor for Medicaid (see deﬂmtlon page
for explanation of federal floor), and

Receive a 100% subsidy.

Children with non-employer sponsored insurance comé in at 80%

participation if the subsidy available is greater than 20%.

Children with employer sponsored insurance who are dependents

of the self-employed come in at 90% participation if the subsidy

aveilable is greater than 26% (calcutated using tax subsidy of 80%

available if reform legislation passes * marginal tax rate of 36%).

Other children with empioyer sponsored insurance who are under

200% of poverty come in at 5% participation. The rates used

_Pagezaf 8
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above for the 10% parhcipatmn for this class were halved to reacrx
- 5% participation.. .
v. . Children who are uninsured
(1)  Scenario 1: Full participation for those fully subsidized and
no participation for those without subsidies. There is 25%
- participation for those who are partially subsidized (between
133% and 250% of poverly),scaled as follows:
(8) 133-149%: 50.0% participation
(b}  150-174%: 40.5% participation
- (€) - 175-184%: 31.0% participation
(@) 185-199%: 21.5% participation
(e)  200-224%: 12.0% participation
(). 225-249%: 2.5% participation
(2)  Scenario 2: 10% participation for those under 250% of
poverty, and 5% paﬂlClpat!On for those at or above 250% of
. poverty.
(3) Scenario 3: 15% participation for those under 250% of
poverty, and 7.5% pamc;patuon for those at ar above 250%

of poverty

CaseCisa low' pamcspatwn rate case for each scenario. Rules for
partmpat\on in Case C are as follows.

A Children with or eligible for.Medicald parttcxpate onty under all of

the following conditions:
(1)  Are above the federal floor for Meduca:d (see definition page
* for explanation of federal floor), and

(2} Receive a 100% subsidy. . ‘

il, Children with non-employer sponsored i insurance come in at 80%
participation if the subsidy available is greater than 20%.

iii.  Children with employer sponsored insuranca who are dependents

- ofthe self-employed come in at 90% participation if the subsidy

avallable is greater than 28% (calculated using tax subsidy of 80%
available if reform legislation passes * marginal tax rate of 35%).

iv.  Other children with employer sponsored insurance who are under

- 200% of poverty come in at 2.5% participation. The participation

rates used for the 5% partxcnpatton (Case B) were halved to reach
2.5%.. :

V. Children who are uninsured

- (1)  Scenario 1: Full participation for those fully subsidized and
" no participation for those without subsidies. There is 10%
 participation for those who are partially subsidized (between
133% and 250% of poverty),scaled as follows:
. {a)  133-149%: 20.0% participation
- {b)  150-174%: 16.2% participation

Page 30 6
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(¢) 175-184%: 12.4% participation
(d) 185-199%: 8.6% participation
(e) 200-224%:. 4.8% participation
() 225-249%: 1.0% participation
(2)  Scenario 2: 5% participation for those under 250% of
" paverty, and 2.5% partscnpahon for those at or above 250%
: of poverty. '
(3) Scenario 3:.7.5% participation for those under 250% cf
: poverty, and 3.75% part»cipat:on for those at or above 250%
of poverty.

3 Prowd;ng an exp!snauon of how adverse selection for the umnsured populahon
was detenmned : _

a.  Selection eﬁect here is ONLY the effect of bringing in ,uninsured peésons
- with partial subsidies. Additional effects for age and insurance mix have

not been calculated yet.
(1) % of uninsured with partial subsidy cak:ulated for each
Scenario/Case.

(2)  ARC Small Group Model (multiuyear claims based mode!)
used to determine relative cost of those participating.
(8) Model uses prior-use based premiums to model
- effects. .
{b) itwas assumed that half of the participants were at
: the top of the distribution (for X% participation, then
X/2% were the most expensive persons), and the
- other half were randorly distributed from the rest of
, ’ the distribution.
(3) Stamng per capita premium adjusted to reflect contribution
by the uninsured to the overall average premium.
(4) Deficit due to selection is calculated as (number of persons
" receiving partial subsidy) * (actual cost - ad;usted uninsured
, cost).
(5) - Selection Impact is defined to be the deﬁclt dmded by the
gross cost of the program. ,

4 Modelsng ad\rerse sa!aotlon for mos& mth other prlvate and ESI (self-employed). |

a. We will be replscahng the logic used with respect to selection in the
uninsured population for 3 subset of these persons

Page 4of 6
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5 Providing an explanation of how this base premium ($1246) was derived, and
: then how it compares with numbers from the HS$A era.

a  Denvation of the $1 246 per chdd premium:
i NMES based covered expenses for the privately msured
" populgtion calibrated to CBO projections of the National Heaith
- Accaunts for CY 1996 and inflated to 1957.
(1) This includes all t:hanneis of payment for the following

services:
(8) hosp:tal
(b) = physician

(¢)  prescription drugs
(d) other professionals
: (e) dental
{(2)  This is for the entire nen-institutionalized population, with
: the following subgroups looked at specifically
(a)  under 65 (per capita covered expense of $2081)
(b} under 18 (per capita covered expense of $1466)
il Blue Cross/Blue Shield FEHBP Standard Option plan used o
. caleulate medical and dental benefit rates (average fraction of

benefits paid).
(1) For under 85 (aduits), the beneﬁt rates used were as
follows:

(a) medical: 0.7812
(b) dental. 0.1400
(2)  For under 18 (children), the benefit rates used were as
follows: ,
(@)  medical: 0.7555
(b) dental; 0.3000
- jii. . Benefits adjusted for age and insurance compos:tion of exposed
population, as compared {0 total non-mstlmuonahzed .
(1)  Adjustments made for the under 18 population only. The
: composite factor of 1.0017 was broken down as follows:
(a). age composition: 1.0374
(b) insurance composition: 0.9856.

iv.  Benefits adjusted for expected induction by the uninsured. The
induction assurnption used was that the uninsured would have their
expenses brought up to the levels of the privately insured (*Jim-
Bob” assumption during HSA). This results in an overall factor of

1.0712.
. v.. Benefits adjusted for expected discounts gotten by the federal
| - govemmant (5% reduction).
vi.  Premiums calculated based on an assumed 15% administrative
 loading charge.

Page S of -]
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Vil Resu!tmg per child premium is 31246

b. Companson of the $1246 per child premium with HSA-era numbers

i HSA starting per family premiums (HCFA) by type of famity for
1894 are as follows:
(1) Single: $1833

" (2) Couple: $3866 :
(3) 1 Adult + Kid(s): $3854
: (4) 2 Adults + Kid(s): $4361

ii. - Using counts, per family, and per person costs from the ARC
model used at the same time for ASPE, the above per family
premiums were converted into per capita premiums for adults and

"children. Premiums are as follows {1994 terms):

(1) Per Adult: $1704 ‘
(2)  Per Chiid: $927 :

fi. Inflating the HSA per child premium to 1897 (usmg CBO based
factors for private health insurance) results in $1173/child, which is

- approximately 6% lower than our current estimate,

iv.  Possible differences include:
(1)  HCFA estimates are for the “alliance’ populatlon only
- {excluding large employer, medicare, medicaid).
(2) Differences in assumptions for administrative load and

discounts. - ~»
(3) Possible drfferences in the baseline historical national A
* - health accounts being used (revisions have occurred since
- HSA), ,

6 Modelmg changes in emp!oyer behavior for the ESI population with the 50% vs.
0% employer contribution requirements.
a. Refine estimates of persons affected at 50% and 0% levei by looking at
March 94 CPS and NMES PUF 15 file (employer survey)

Page 8 of 8
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Fall ‘94 Proposal (Scenario 1) -- Summary Cost Estimates
50% Emp Contribution (top) and 0% Emp Contribution (Bottom) Requirements

Participants - Coverage Prior to Program

Scenario 1 Unins | Unins | Other | Medicaid | ESI | ESI
(50% Req) Offd ESI | Private (Sub) (Sub) | Self-emp
A ] 28m | 04m | 1.1m 32m m 04m
B 23m| 03m | L1m | 32m |05m| 04m
c 19m | 02m | Llm | 32m [03m| 04m
‘ ‘Financing’ |
Scenario 1 | Total Cost | Federal A% Premiumv | Subvsid;»/s‘r Cost dﬁe fo Selection
Share Subsidized | Person Adv Sel Impact
for Partials
A $11.7B | $105B | 68% 51100 | s400m | 3.5% |
B $104B | $94B 68% $1200 $540m | 5.5%
c '$94B | $87B 68% $1200 | $460m 52%
P‘articipants - Coverage Prior to ?rogram o
Scenario 1 Unins | Unins | Other | Medicaid | ESI | ESI
(0% Req) Offd ESI | Private (Sub) (Sub) | Self-emp
A 28m | 06m | Llm | 32m |Lim| 04m
B 23m | 04m | Lim | 32m [05m| 04m
C 19m| 03m | Llm | 32m {03m| 04m
| Financing v
;Scenario 1| Total Cost | Federal | % Premium Subsidy/ Costdueto | Selection
Share ~ | Subsidized | Person Adv Sel Impact
for Partials
‘A $120B | $106B 68% $1100 $400 m 1% |
B | $105B | $94B | 68% | -$1200 | $600m | 58%
c $95B | $87B | 68% | $1200 | $500m | 5.5%




ARC Estimates of Kids-Only Health Insurance Proposals

50% Employer Contribution Reqliirement

Scenario 1: Full Subsidy<133% Poverty, Partial Subsidy to 250% Poverty

(Fall ‘94 Proposal)

Assumptions:

The cases represent high, medium, and low participation levels: A—hlgh B*medlum C=low

For the uninsured:
Case A had 50% participation for those from 133% to 250% poverty
Case B had 25% participation for those from 133% to 250% poverty
- Case C had 10% participation for those from 133% to 250% poverty
If had Medicaid, and subsidy was 100%, then persons above federal floor come in, else no one -

If had other private insurance, if subsidy >20%, then 80% come in
If had ESI, self-employed, if subsidy >28%, then 90% come in

If had ESI:

Case A assumed those under 200% poverty come in at 10% participation
Case B assumed those under 200% poverty come in at 5% participation
Case C assumed those under 200% poverty come in at 2.5% participation

Scenario 1

Participants - Coverage Prior to Program

Unins Unins Other | Medicaid | ESI ESI
Offd ESI | Private (Sub) (Sub) | Self-emp
28m 0.4m l.1m 32m [ 1.1m| 04m
23m 03m 1.1m 32m [ 05m| 04m
19m | 02m | Lim | 32m [03m| 04m




Financing

Scenario 1 | Total Cost | - Federal | % Premium | Subsidy/ | Costdue to Selection
Share Subsidized | Person |  Adv Sel Impact
for Partials 7
A $117B | $105B | 68% | $1100 | $400m 3.5%
B $104B $94B 68% $1200 $540 m 5.5%
c $94B |  $8.7B 68% $1200 $460 m 5.2%




ARC Estimates of Kids-Only Health Insurance Proposals

0% Employer Contribution Requirement

Scenario 1: Full Subsidy<133% Poverty, Partial Subsndy to 250% Poverty

(Fall ‘94 Proposal)

Assumptions:

The cases represent high, medium, and low participation levels: A=high, B=medium, C=low

For the uninsured: _
Case A had 50% participation for those from 133% to 250% poverty
Case B had 25% participation for those from 133% to 250% poverty
Case C had 10% participation for those from 133% to 250% poverty

If had Medicaid, and subsidy was 100%, then persons above federal floor come in, else no one

If had other private insurance, if subsidy >20%, then 80% come in

If had ESI, self-employed, if subsidy >28%, then 90% come in

If had ESI:

Case A assumed those under 200% poverty come in at 10% participation
Case B assumed those under 200% poverty come in at 5% participation
Case C assumed fthose under 200% poverty come in at 2.5% participation

Participants - Coverage Prior to Program

Scenario 1 |

Unins | Unins Other | Medicaid | ESI | ESI | .
Offd ESI | Private (Sub) (Sub) | Self-emp
28m | 06m | Llm | 32m |Llm| 04m
2’.3’m 0.4m I.1m 32m [ 05m| 04m
19m | 03m .1 m 32m [03m| 04m




Financing

| Scenario 1 | Total Cost 'Federal | % Premium | Subsidy/ | Cost duek to | Selection
‘ Share Subsidized | Person Adv-Sel Impact |
‘ for Partials :
A $12.0 B $106B NI 68% $1100 $400m | 3.7%
B $105B | $94B 68% $1200 $600m | 5.8%
$9.5B $8.7B 68% $1200 5.5%

$500 m
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A:mhe’Kiﬁg Proposalé -- Summary Cost Estimates
Medlum Participation Assumption (Case B), Low Subsndy (Scenario 2) and High Subsidy (Scenarlo 3)

_ Participants - Coverage Prior to Program
‘Unins | Unins | Other | Medicaid | ESI | ESI
Offd ESI | Private[ (§pb) | @Eb) Self-emp
0% Emp Low 04m| 01lm | 1.2m | 0.00 0.5m| 0.00
Contribution | subsidy ‘
: 'High 06m| 02m | 25m 0.00 05m| 05m
subsidy ' '
| 50%Emp | Low . 04m| 01m | 12m| 000 |05m| 000
| Contribution | subsidy '
- High 0.6m| 02m {25m| 000 |05m| 05m
subsidy - ‘
‘ Financing
Total |Federal | % Premium Subsidy/ | Cost due | Selection’
Cost | Share | Subsidized | Person | to Adv Sel | Impact
0% Emp Low | $43B| $1.0B 22% $440 $14B 49%
‘Contribution Subsid'y ' : 1 A
High | $69B | $2.9B 46% $660 $14B 25%
Subsidy | '
50%Emp [ Low | $42B| $1.0B 22% $440 $1.3B 47%
Contribution | Subsidy .
High | $6.8B | $2.8B| 46% $660 | $13B | 24%
Subsidy |

)



Scenario 2: 25% Subsidy up to 250% Poverty, 10% Subsidy for 250% Poverty and Above
(Scenarios 2 and 3 taken together are based upon Andie King’s parameters)

0% Employer Contnbutlon Requirement

| Assumptlons :
The cases represent high, mednum, and low participation levels A=high, B—medlum C=low

- For the uninsured:

Case A had 20% participation for those <250% poverty, 10%participation for >=250% poverty
Case B had 10% participation for those <250% poverty, 5%participation for >=250% poverty
Case C had 5% participation for those <250% poverty, 2.5%participation for >=250% poverty
If had Medicaid, and subsidy was 100%, then persons above federal floor come in, else no one
If had other private insurance, if subsidy >20%, then 80% come in .
If had ESI, self-employed, if subsidy >28%, then 90% come in
If had ESI:
Case A assumed those under 200% poverty come in at 10% partlclpatlon
Case B assumed those under 200% poverty come in at 5% participation
Case C assumed those under 200% poverty come in at 2.5% participation

Participants - Coverage Prior to Program
Scenario2 | Unins | Unins | Other | Medicaid | ESI | ESI
Offd ESI | Private (Sub) | (Sub) | Self-emp |
A 08m | 03m | 12m | 000 |Lim| 000
B 04m | 0Im | 12m | 000 |05m| 0.00
c 02m | 009m | 12m | 000 [03m| 000




Financing

Scenario 2 | Total Cost | Federal | % Premium | Subsidy/ | Costdueto | Selection |
‘ B Share Subsidized | Person Adv Sel Impact
A | ssoB | siaB | 22% | sa0 | si6B 38%
"B $43B $1.0B 22% $440 $14B 49%
C $34B | $08B 22% $450 $1.2B 54%




Séenari6 3: 50% Subsidy up to 250% Poverty, 25% Subsidy for 250% Poverty and Above

Assumptlons
The cases represent high, medium, and low pammpatlon levels: A=high, B=medium, C=low
For the uninsured:
Case A had 30% participation for those <250% poverty, 15%participation for >=250% poverty
Case B had 15% participation for those <250% poverty, 7.5%participation for >=250% poverty
; Case C had 7.5% participation for those <250% poverty, 3.75%participation for >=250% poverty
If had Medicaid, and subsidy was 100%, then persons above federal floor come in, else no one ‘
~ If had other private insurance, if subsidy >20%, then 80% come in

" Ifhad ESI, self-employed, if subsidy >28%, then 90% come in

If had ESI:
Case A assumed those under 200% poverty come in at 10% participation
Case B assumed those under 200% poverty come in at 5% participation
" Case C assumed those under 200% poverty come in at 2.5% participation

Participants - Coverage Prior to Program
Unins | Unins Other | Medicaid | ESI ESI
Offd ESI | Private (Sub) (Sub) | Self-emp |
13m | 04m | 25m | o0 |Llm| 05m |
0.6 m 02m | 25m : 0 05m| 05m
03m 0.1m 25m 0 03m{ 05m




. ‘ 'F inancing
Scenario .3 Total Cost | Federal | % Premium Subsidy/ | Costdueto | Selection
. Share Subsidized | Person Adv Sel Impact -
A $86B | $3.7B 46% $640 |  $1.3B 19%
B $69B - | $29B 46% $660 $1.4B 25%
c | seoB | $25B | 46% $670 $1.3B 29%




Scenario 2: 25% Subsidy up to 250% Poverty, 10% Subsidy for 250% Povefty and Above
(Scenarios 2 and 3 taken together are based upon Andie King’s parameters)

50% Employer Contribution Requirement

Assumptions:
The cases represent high, medium, and low participation Ievels A=high, B=medium, C=low
For the uninsured: _ ,
Case A had 20% participation for those <250% poverty, 10%participation for >=250% poverty
Case B 'had 10% participation for those <250% poverty, 5%participation for >=250% poverty
Case C had 5% participation for those <250% poverty, 2. 5%participation for >=250% poverty
If had Medicaid, and subsidy was 100%, then persons above federal floor come in, else no one
If had other private insurance, if subsidy >20%, then 80% come in
If had ESI, self-employed, if sub51dy >28%, then 90% come m
If had ESI:
Case A assumed those under 200% poverty come in at 10% participation -
Case B assumed those under 200% poverty come in at 5% participation
Case C assumed those under 200% poverty come in at 2.5% participation

Participants - Coverage Prior to Program

Unins | Unins | Other | Medicaid | ESI. ESI
Offd ESI | Private (Sub) | (Sub)| Self-emp

Scenario 2

A 08m | 02m | 12m | 000 |[1Im| 0.00
B 04m | Olm | 12m | 000 [05m| 000
of 02m | 006m [ 12m-| 000 [03m| 000




Financing

“Scenario 2 | Total Cost | Federal | % Premium | Subsidy/ | Costdueto | Selection
Share | Subsidized | Person AdvSel | Impact
A $57B | $14B 2% | $400 $1.5B 36%
B $42B | $10B | 22% $440 $1.3B 47%
C $3.3B $0.8B $450 : $1‘.‘1 B 51%

| 22%




'Scenariob 3: 50% Subsidy up to 250% Poverty, 25% Subsidy for 250% Povefty and Above

Assumpﬁon‘s: < | :
The cases represent high, medium, and low participation levels: A=high, B=medium, C=low
For the uninsured: . .

Case A had 30% participation f