
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 plausibly be expected 
to take advantage of a limited subsidy. 
~ There are close to 1 million children with other private health insurance with 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 
individuals~ 

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 provisions to those above 250% of 
poverty. 
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EMPLOYEE BENEFIT RESEARCH INSTITUTE 

TIlE MISSION 

• 	 EBRI's ffiission is to advance the public's, the media's, and policymakers' knowledge and understanding of 
employee benefits and their importance to our nation's economy and to contribute to, encourage, and en­
hance the development of sound employee benefit programs and sound public policy through objective 
research and education. . . 

WHATIS EBRl? 
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private policy or initiatives, whether institutional or individual, can be successful unless they are founded on 
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ment organizations; and service firms, including actuarial firms, employee benefit consulting firms, law 
firms, accounting firms, and investment management firms. 
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• 	 EBRI is a nonprofit, nonpartisan organization established in 1978. EBRI's Education and Research Fund 

(ERF), which performs the charitable, educational, and scientific functions of the Institute, is a tax-exempt 

organization supported by contributions and grants. . 


TIlE CHALLENGE 
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savings, health insurance purchasing, investing, and retirement security is greater than ever. 
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include the American Savings Education Council (ASEC) and EBRI's World Wide Web site, <http:/ / 
www.ebrLorg>. " 

• 	 The EBRI Fellows program, which allows individuals from the private sector, government, foundations, 

academia, and the media to undertake studies of economic security issues and work with EBRI teams on 

major projects. 
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Chart 1 
Employment-Based Health Insurance Among Children Aged 0-17.1988-1993 
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-Chart 2 
Medicaid Coverage of Children Aged 0-17, 1988·1993 
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Chart 3 

Uninsured Children. Aged 0-17. 1988-1993 
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. Chart 4 

Civilian Wage and Salary Workers Aged 18-64 Offered Health Insurance 


by Their Employer, by Firm Size, 1988 and 1993 
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Chart 5 

Percentage of Full-Time Workers in Medium and Large Private Establishments 


with Fully Employer Financed Health Insurance. 1980-1993 
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Source: U.S. Department of Labor, Bureau of Labor Statistics. 
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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 


1992 1993 1994 .SoUrce of Coverage 1988 1989 1990 1991 1992 
(revised) 

(Weight based on 1980 Census) (Weight based on 1990 Census) 

(millions) 
( 

Total Population 62.8 63.2 64.2 65.1 66.1 67.7 68.8 69.5 

Total Private 46.1 46.5 45.6 45.3 45.7 46.4 46.2 46.0 
Employment-Based 40.6 40.5 39.8 39.6 39.8' 40.3 39.5 40.8 

. Other private 5.5 6.1 5.8 5.7 6.0 6.1 7.3 5.2 
17.5Total Public 11.2 11.2 13.2 14.7 15.7 16.3 17.7 

Medicare 0.1 0.0 0.1 0.1 0.1 0.1 0.0 0.2 
Medicaid 9.9 10.1 12.0 13.5 14.5 15.1 16.6 16.1 

1.4 ' 1.7CHAMPUS 1.4 1.3 1.3' 1.3 1.4 1.3 
Uninsured 8.3 8.5 8.5 8.4 8.3 8.7 9.6 10.0 

(percentage) 

Total 100.0% 100.0% 100.0010 100.0% 100.0010 ,100.0% 100.0010 100.0010 

Total Private 73.4% 73.5% 71.0% 69.5% 69.1% 68.5% 67.2% 66.2% 
Employment-Based 64.7% 64.0% 62.0%' 60.8% 60.1% 59.5% 57.4% 58.7% 
Other private 8.8% 9.6% 9.1% 8.8% 9.1% 9.0% 10.5% 7.5% 

Total Public 17.8% 17.7% 20.6% 22.6% 23.7% 24.1% 25.7% 25.2% 
Medicare 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.3% 
Medicaid 15.8% 15.9% 18.7% 20.7% 21. IJOIo 22.3% 24.2% 23.2% 
CHAMPUS' 2.2% 2.1% 2.1% 2.0% 2.1% 2.1%, 1.9% 2.4% 

Uninsured 13.3% 13.5% 13.2% 12.1J01o 12.6% 12.1J01o 13.1J01o 14.4% 

Note: Details may not add to totals because children may receive coverage from more than one source. 
Chilmen of active duty military personnel are excluded from sample.. 
The 1988 data through the first set of 1992 data are based on 1980 Census-basedpopulation 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 ofcoverage. Caution should 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 Full-TIme Employees ParticipatIng In Employer-Sponsored MedIcal Plans, by Plan Type: 

Medium and Large Private Establishments, Selected Years 19~1993; 


Sfste and Local Governments, 1987,1990, and 1992; lind Smell PrIvate Establishments, 1990 and 1992 


'Medium and Large State and Local Small Private 
Private Establishments8 Govemmentsb 'EstablishmentsC 

(old (new 
(old scope) '(new scope) scope) scope) 

Type of Coverage 1979 1980 1981 1982 1983 1984 1985 1986' 1987 1988 1989 1991 1993 1987 1990 1992 1990 1992 

Percentage of Employee$ 
Participating in 
Medi~al Care Plans 97% 97% 97% 97% ,96%' 97% 96% 95% 92% 90% 92% 83% 82% 93% 93% . 90% 69"/0 71% 

Single Employee 
Coverage 

Wholly employer 
financed 73 74 73 73 67 64. 64 57 55 56 53 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 d d 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 71 65 72 67 72 
Not determinable 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.S. Govemment 

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 Benefits in Small Private Establishments, 1990 and 1992 (Washington, DC: U.S. Govemment Printing Office, 
1991 and 1994).' " 

Note: See Appendix B for a technical explanation of this source. 
arhe Bureau of Labor Statistics' (BlS) survey scope was expanded significently in 1988 tl) 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 employing 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 yeers, the survey includes establishments in 
Alaska and Hawaii. 

bfhe BLS survey scope was expanded slgniflcently in 1990 to Include part-time workers, all governments regardless of size, and Alaska and Hawaii. The former 
survey coverage, which included only full-time workers in govemment units employing 50 or more workers in the 48 contiguous states and the District of Columbia, 
is referred to as old scope. The expanded survey coverage is referred to as new scope. 

cntese tabulations provide representative deta for full-time employees in private, nonagricultural establishments with fewer than 100 employees. 
dData not available.· . 
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Slate Program for Kids 

Eligibility: 	 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 t except for SSI and institutionalized children. Coverage' 
would be phased in. 

Benefits: 	 FEHBP Blue-Cross, Blue-Shield like package 

Delivery System: 	 State designed. States may cover children through Medicaid, State 
employee health plans, private HMOs or any other program suited to the 
State~s circ~stances. 

Funding: 
Federal: 	 Federal Medicaid per capita cap amount for kids in the State 

• 	 Full amount for kids below 133 percent ofpoverty 

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

Note:' 	A significant proportion of the total program funding would be a 
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. 

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

Sliding scale premium for children 133 to 200 percent ofpovertyj co­
payments for some services (not for preventive or primary care) . 

StatelPri't'ate: 	 The residual'funding needed to assure that all eligibles receive the 
nationa11y·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 lam not sure 
yet] 

• 	 , Given the problems with the Chafee-Breaux amendment~ this offers a substitute. Creates 
a uniform, national safety net of benefits and eligibility - 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 subsidy program since (a) only Federal share ofper capita; (b) 
indexed through per capita cap; and (c) State optional. 

• 	 Given limited availability of new funding~ allows ·States to use some cUtTent Medicaid 

funding in a more flexible program to pool for greater purchasing powet. 


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

. • 	 May reduce pressure on Medicaid for greater flexibility. If States can ha""e more program. 
flexiblityfbr healthy kids, they may not feel the same need to change the Medicaid . 
program which would remain the source ofcoverage for kids with special needs. 

• 	 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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DRAFT 

Health:Care Options - Next Steps 

. The following outlines. incremental HHS health care proposals for the post-KennedylKassebaum 
"next steps" initiatives. _, 

1. 	 Update current ~cremental pJan linked to implementation of KassebaumlKennedy: 
some.elements of the health care reform plan advocated as ac:im..inistration policy since 
last Junewi1l continue to serve as the basis for next steps, as part of the eff'ortto build on 
the Kasseb~umlKennedy provisions for insurance refornis and portability of coverage for 
those with coverage making transitions among jobs. 

a.. 	 Health care for transitionally unemployed: grants to states to fund 6 months of 
health benefits (income"related subsidy) for Wlemployed workers whojlad 
coverage in their las.~ job and ar~ receiving unemployment compensatibn. 

b. 	 Grants to states to help them establish purchasing cooperatives for small 
businesses, coupled \Vith 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 protections/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 \Vith interested parties to 
develop a "consumers bill ofrights" for all health plans. At the same time, we would 
continue to advance the quality ofcare 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 families: An initiative for children and working families could 

accomplish most if we focus on fulfilling the promises of our current programs targeted 

in these areas, including Medicaid, school health, and health centers. . . 


(a) 	 Work with states to enhance the reality of Medicaid seivices for eligible children 
under current law through outreach and·other efforts (possibly as part of steps to 
help assure that families and children get coverage available under welfare reform . 
changes); in addition, we would encourage enhanced coverage for working 
families through the waiver process. 

(B) 	 Target increased funding for consolidated health centers, school health programs) 
and maternal and child health, to improve services for children and working 
families. 

Preliminary background one-pagers 'on items two and three are attached. 
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Expand Targeted Funding for Consolidated Health Centers (CHCs) to 

Improve Services to Children and Working Families 

Background 

• 	 Federally fimded health centers provide comprehensive health care to· 10 million 
patients, 44% ofwhom 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% ofFPL); and roughly 40% are uninsured. 

• 	 The FY 96 budget is approximately $755 million for conununity health centers, migrant 
centers, health care for the homeless, and p~blic housing centers, supporting tnotal 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 appro:ximately 30% ofhealth center revenues 
and are used in large measure to subsidize care for the un.i.Usured. 

• 	 CRCs are an essential part of the safety net, effectively serving over 3000 communities 
today. They focus on providing preventive and primary care to uninsured and 
underserved populations as well as a full range ofenabling services to help children and 
their families use services appropriately. CRes also provide jobs, job training 
opportunities, and economjc stimulus to the communities they serve. 

Proposal 

• 	 Provide increased targeted funding for eRCs to enhance services to children and working 
families. 

• 	 Existing and new CHCs Qould identify special needs of children and working families in 
their commlli"'1ity and develop specific interventions targeted to those needs. . 

• 	 CHCs can also be utilized to expand outreach to hard-to-reach popUlations. CRCs 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, ftrst line care, 
and case management that addresses all aspects of health and keeps people from using 
more expensive curative care .. 
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Expand Investment in School Health Programs to Serve the 


Health Needs of Children and Adolescents 


Background 

• 	 School health centers provide preventive, medical and mental health services to 
elementary, middle and high school students around the country. They currently operate 
in many states~ with the majorlty in rural and inner city communities where there are 
many medically imdersexved and uninsured children. 

.. 	 School health centers provide ~ wide'range of services depending upon the needs ofthe ' 
communities, including primary care, physical examinations, injury treatment;.. ., 
immunizations, counseling, chronic illness management~ substanc~ abuse prevention, 
and health eduCation. 

• ! 

• 	 School health centers are a cost effective means of providing 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 operate a health centeris $179 per year per student 
or $66 per student viSit; 

Across the U.S. there are est~ated to be at least 650 school health centers out of* 
approximatelySO,OOO schools. 

.' 	 Sohool-basedJ1inked health prQgrams provide a unique opportunity to improve the,health 
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 childr:en 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-liIDsed service programs to improve the health and " 
school performance ofchildren. . 

• 	 These programs have the added-benefit ofhelping to identify and support childre~ with 
developmental delays. ' 

• 	 In addition, offering school-based services can be an effective tool to bring Medicaid 
eligible children into preventive and appropriate follow-up care and to provide access to 
the Earlv Periodic Screening, Diagnosis and Treatment (EPSDT) program:. " 

~ 	 . ' 

• 	 Support for school health programs may come from multiple sources, including HHS 
£imding for the 'consolidated health centers program. 

Proposal 



08/09/96 19:33 '6'202 401 7321 HHS ASPE/HP ~~~ JENNINGS raJ 0051007 

• 	 Expand the Healthy Schools, Healthy Communiti~ initiative to improve the health of 
our children in a school setting. Through this program riow m: 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 ofPoverty. The program has been funded at $16.~ 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 ofexpanding 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 conununities to develop 
school-based or school-linked service programs to improve the health and school 
perfonnance ofchildren. Recognizing the benefits ofinteractions between education and 
health efforts, many communities have established links between schools serving low­
income children and health centers as a method ofproviding 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 Ma.ternal and Child Health (M~H) Block Grant. In 1994. 25 states 
invested $12 million in MeH b10ck grant dollars and $22.3 million in state general funds. 
Further funding targeted to the development of school-basedllinked 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 maximwn flexibility to 
states to design programs that are appropriate to their individual population needs. 
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Use Existing Autborities to 
\ 

Work witb States to Increase Medicaid Services 
for Eligible Children and Working Families ." 

~ '. 

Backgrl)u~d 

• 	 Under legislation enacted in the late 1980sand early 1990s, Medicaid coverage for poor 
children was greatly expanded by decoupling it from eligibility for AFDe. 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 a/the expansions, many children who are eligible/or Medicaid are not enrolled 
in the ptogram. Indeed, the proportion ofpoverty-level eligible children who are not 
enrolled is very substantial in some subgroups~ 

• 	 The linkage ofMedicaid eligibility to AFDC facilitated enrollment ofpoor children in 
Medicaid since eligibility for both programs was established simultaneously and families 
receiving cash learned 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 ofeligibility 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 oftenninating 
Ivfedicaid for persons who fail to comply v.rith the new work requirements. Medicaid for 
minor children who are not heads ofhouseholds is protected. although parents may stin . 
have to apply for Medicaid separately. States must continue Medicaid for (I) families 
losing cash benefits because of child support income, (2) minor.mothers who are denied 
cash assistance because they do not live with a. parent or adult relative. and.q) families 
who lose eligibility for cash assistance because of increased hours or earnings.­

• 	 .Although a few states have used the demonstration authority under section I115 W 
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 

• 	 Work with states to take steps to increase the enrollment in Medicaid of already eligible 
children. Federal-state partnerships might be developed to identify and enroll eligible 
children through outreach in schools, including special education providers, churches and 
other community service providers. 

• 	 Work vvith states to improve access to better quality primary and preventive care for 

MediCaid-eligible children. 
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DRAFT 


• With the passage of the new welfare law, states should help families understand what 
they ""ill have to do to continue MedicaidJor themselves and/or their children. 

• Take steps to renew state interest in undertaking demonstrations and other activities that 
involve expansion ofMedicaid 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 ofpremiums 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 Medicaid 
benefit package. 



hLIANCE 
-- FOR ­
HEALTH REFORM 


FOR IMMEDIATE RELEASE Contacts: Merit Kimball (Alliance -- 202/466-5626) 
August 8, 1996 Bill Pierron (EBRI -- 2021775-6353) 

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, provide coverage to 
scores of thousands ofkids. 

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 ofexperts 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 EBRl 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' 
\iVHERE: Room SC-5 on the Senate side of the Capitol Building 
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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. MEMO 

FROM: 	 Cathi Calf~han 

Jim Mays 


DATE: . 7 August 1996 

RE: 	 Cost Estimates: Clarifications and Next Steps 

Below are responses to the next steps noted in Laura's'memo of 7 August 1996: 

1. 	 Modeting the premiums for groups of children. 
, 	 .' . 

a. 	 This involves COFwsrting the ~r child cost to a per unit COst b~sedbn the 
average number of children in fam.iUes. 
i. 	 We will be: modeling the premium costs assoeiatedvvfth covering 

child units; in addition to our curre~ basis where we price each 
child individually_ If atWo-wsy basis is used (Qneprice for a 'single 
child, a seCond price for two or mare). then families with more than 
two children get something of a break,at the expense'offamilies 
with only two children. This is a cross..subsidy from smaller 
families to larg~rfamilie$. rather than a "discount" in the normal 
sense. We will be developing estimates of the distributions of 
children by famUy size and by family income, 

, I 

2, 	 Providing an explanationoftake--up assumptions for the various populations. 

As -we refine our estimates and overall' partiCipation a$$ump~jons. the specific 
numbers mentioned below are also subject to revision, 

2J: 	 Case A is a 'high', participation rate ease f9r E?SCh scenario. Rules for 
participation inCase A are as fOUOM: 
.i. Children with or ,~Ijgjble for Medicaid participate only under atl of 

the following conditions: 	 ' , 
(1) 	 Are above the federaJ floor for Medicaid (see definition page, 

forexplanation of federaJ floor), and , 
(2) Receive a 100% subsidy. , 

it Children with non-employer sponsored insurance come' in at 80%· 
, participation if the subsidy avaiiabJe is greater than 20%. 

. iii., Children "vith employersponsored ,nsuranee vmo are dependents 
of the self--employedccime in at 90% participation if the subsidy 

.available. is greater than 28% (calculated using tax subsidy of 80% 

Page 1 of 6 
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available ifrefonn legislatiOn passes" marginal ~ rate of 35%). 
iv. Other childret1 with employer sponsored insurance who are under 

...	200% of po~erty come in with an average of 10% participation. . 
Participation is sloped bypoverf.y group as follows: 
(1). under 100% of poverty: 16.0% participation 

. (2) 100-:124%: 13.7% participation 
(3) 	 125-132%: 11.3% participatiOn 
(4) ·133';;149%: 9.0% participation 
(5) . 150-174%: 6.7% participation 


. (6) 175·184%: 4.3% particiPation 

(7) 	 185.199%: 2.00.4 participation 

v. 	 Children Wf:'to are uninsured . . 
(1) 	 Scenario 1: Full participation for those fully subsidized and 

no participation for those·w;thout subsidies. There is 50% 
participation for those who are partially $ubsidize.d (~n 
133% and 250% of poverty), scaled as foflows: ­

. (a)·· . 133-149%; 96.0% participation 
(b)' 150..174%: 78.0% partiCipation 
(c}175v184%: 60.0% participation 
(d)' 185-199%: 42.0% partiQpation 
(e)' 2QO..224%: 24.0% participation 

. (f) . 	 225-249%: 6.0% participation 
(2) 	 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 stope by poverty leVel. 

(3) 	 . Scenario 3: 30% participation for those under 250% of 
poverty, and 15%<participation for those at or above 250% 
of poverty. These rat~ do not slope by poverty level. 

b. 	 Case B is a 'medium' participation rate case for each scenario.. Rules for 
participation in Case B are as follows. 
i. 	 . Children with or eligible for Medicaid participate only under allot 

the following conditions: . 
(1)' Are abOve the federal floor for Medicaid (see definition page 

for explanmiOn of federal floor), and 
(2) 	 Receive a 1Q09/i subsidy. 

it 	 Children with non-employer sponsored insurance come in at 80% 
participatiOn if the subsidy avarlable is greater than 20%. 

iii. 	 Children with employer sponsored insurance who are dependents 
". 	 of the self.:emp(oyed corne in at 90% participation if the subsidy 

~vailable is greater than 25% {calculated using tax subsidy of 80% 
available if reform legiSlation passes <II marginal·tax rate of 35%}. 

iv.· 	 Other children with employer sponsored insurance Yttlo are under 
200% of poverty come in at 5% participation. The rates used 

Page20f e 
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above for the 10% participation for this class were halved to reach 
5% participation. . ' , 

v. 	 Children ~, are Uninsured 
(1 ) Sce(lSrio 1: Full participation for those fully subsidized and 

no participation for those Without subsidies., There Is 25% 
participation for those who are partial!y subsidized (between 
133% and 250% of poverty).scaJed as follows: 
(a) 13~149%: 50.0% participation 
(b) 150-174%: 40.5% participation 
{c} . 175-184%; 31.0% participation 
(d) , 185--199%: 21.5% participation 
( e) . 20()"224%: 12.0% participation 
(f): 225-249%: 2.5% participation 

(2) 	 Scenario 2:.10% participation for those under 250% of 
poverty. and 5% participation for those at or abOve 250% of 
poverty. 	 ­

(3) 	 Scenario 3: 15% participation for those under 250% of 
poverty, and 7.5% participation for those at or above 250% 
of poverty. ' 

C. 	 Case C is a 'low' participation·rate case for each scenario. Rules for 
participation in Case C are as fofiOWS. 
I. 	' Children with or eligible for Medicaid participate only under aU of 

the follov.nng conditions: 
(1) 	 Are ,above the federal floor for Medicaid (see definition page 

for explanation of federal floor), and 
(2) 	 Receive a 100% subsidy. , 

ii. 	 .Children YJith non-employer sponsored insurance come in at 80% 
partiCipation if the subsjdy availabl, is greater than 200k. 

iii. 	 Children with employer sponsored insuranc:s who are dependents 
of the self-empioyea come in at 90% participation if the subsidy 
available is greater than 28% (calculated using tax &ubsidy rJf 80% 
available if refonn legislation pa$So6$ 11: 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 S% participation (Case B) were halved to reach 
2.SOh.. 	 ' 

v. 	 Children YvtIo are uninsured 
, (1) 	 Scenario 1: Fun participation for those fully subsidized and 

no participation for those without substdres. There is 10% 
participation for those Who are partially subsidized (bet'Neen 
13~% and 250% of pover1yl.scaled as foUOYIS: 
(a) , 133--149%: 20.0% participation 
(b) 150-174%: 16.2% participation 

Page 3 of 6 
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(e) 175-184%: 12.4% participation 
(d) 1a5-199%~ 8.6% participation 
(e) 200-224%:' 4.8% partjeipatiori 
(1) 22&-249%: 1.0% participation 

(2) 	 'Scenario 2:5% participation for those under 250% of 
poverty, and 2.5% participation for those at or above 250% 
of poverty. 

(3) 	 Scenario 3:- 7.5% participation for those under 250% of 
poverty, and 3.75% part~pation for those at or above 250% 
of poverty. 	 ' 

3. 	 Providing, an explanation Of how adverse selection for the Uflinsured population 
was determined. 

a. 	 'Selection effect here is OHLY the effect of bringing in uninsured persons 
with partial subsidies. Additional effects for age and insurance mix have 
not been calculated yet ­

(1) 	 % of uninsured with partial subsidy Calculated for each 
Sc:en2riO/Cese. _ 

, (2) 	 ARC Small Group Moder (multi-Year claims based model) 
used to determine relative cost of those participating. 
Ca) Model uses prior..uss-based premiums to model 

effects. 
(b)· 	 it was assumed that half of the participants were at 

the top of the distribution (for X% partieipatiOf'l, then 
X/2% were the most expensive persons). and the 

. other half were randomJy distributed from the rest of 
the dlstribution . 

... (3) Starting per capita premium :adjusted to reflect ccntribution 
by the uninsured to the overall average premium. 

(4) 	 Deficit due to selection is calculated as (number of persons 
receiving partial subsidy) t: (adual cost - adjusted uninsured 
cost) . 

. (5) - Selection Impact is defined to be tfle deficit divided by the 
gross cost of the pr,ogram. 

'4. 	 Modeling adverse selection for those 'With other private and ESt (self-empJoYed). 

a. 	 We YAH be replicating the logic used with respect to seJeaion in the 
uni~sured population for a subset of these persons~ 

Page 40f 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 HSA era. . 

a. 	 Oerivation of the $1246 per child premium: 
i. NMES based covered expenses for the privately insured 

'. 	 population calibrated to ceo projections of the National Health 
, Account$ for CY 1996 and inflated to 1997. 
(1) 	 This 'includes all Channels of payment for the following 

serviCes: 
(a) 	 hospital 
(b) 	 physician 
(C) 	 prescription drugs 
(d) 	 other professionals 
(6) 	 dental 

(2) 	 This is for the entire non-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 $1486) 

it 	 Blue Cro$Sl8lue Shield FEHBP Standard Option plan used to 
calOJlate ~edic:al and dental benefit rates (average fraction of 
benefits paid). 
(1) 	 For under 65 (adults), the benefit rates used were as 

follows: . 	 , ' 
(a) 	 medical: 0.7812 
(b) 	 dental: 0.1400 

(2) 	 For under 18 (children), the benefit rates used v.ere as 
fof1ows: 
(a) 	 medical: 0.7555 
(b) 	 dental:' 0.3000 

iii. 	 ,Benefits adjusted for age and insurance composition of exposed 
population, as compared to total non-institutionalized . 

. (1) 	 Adjustments made for the unaer 18 population only. The' 
composite factor of 1.0017 was broken dO""" as follows: 
(a) age composition: 1.0314 
(b). insurance composition: 0-9656. 

iv. 	 Benefits adjusted for expected induction by the uninsured. The 
induction assumption used was that the uninsured vvould have their 
expenses brought up to the levels of the privately insured eJim­
Bob" assumption during HSA). This· results in an overall factor of 
1.0712. . 

v. 	 Benerlts adjusted for expected discounts gotten by the federal 
.government (5% reduction). 

vi. 	 Premiums Ca1culated based on an assumed 15% administrative 
foadtng Charge. 

page 50f 6 
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vii. 	 Resulting per child premium is $1246. 

b, Comparison of the $1246 per child premium with HSA-era numbers. 
i. 	 HSA starting per family premiums (HCFA) by type of family for 

1994 are as folJOYVS: 
(1) Single: $1933 


. (2) Couple: $3866 

(3) 	 1 Adult + Kid(s}: $3894 
(4) 	 2 Adults + Kid{s}: $4361 

Ii. 	 Using counts, per family, and per person costs from the ARC 
moder used at the same time for ASPE, the a.bove per family 
premiums were converted into per capita premiums for adults and 

.<;MUdren. Premiums are asfoUovvs (1994 terms): . 
(1) 	 Per Adult: .$1704 
(2) 	 Per Chitd: $927 .. .. 

m. 	 Inflating the HSA per child premium to 1997 (using ceo based 
factors for private haalth insurance) results in $1173Jehtld, WhiCh is 
approximately 6% lower than our current estimate: . 

iv; 	 Possible differences indude: . 
(1) 	 HCFA estimates are for the 'alliance' population only 

(excluding farge employer, medicare, medicaid). 
.(2) Differences in assumptions for administrative load and 

discounts. 
(3) 	 Possible differences in the baseline hi$torieal national 

. health accounts being used (revisions have oo:::urred since 
HSA). 

6. 	 . Modeling ~nges in employer behavior for the ESI population YJith the 50% vs. 
0% employer contribution requirements, 
a. 	 Refine estimates of persons affected at 50% and 0% level by looking at 

MarCh 94 CPS and NMES PUF 15 file. (employer survey). 
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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 

(50% Req) 


A 


B 


C 


Unins Unins 
Offd ESI 

Other 
Private 

Medicaid 
(Sub) 

ESI 
(Sub) 

ESI 
Self-emp 

2.8m OAm l.lm 3.2m LIm OAm 

2.3 m 0.3m LIm 3.2m 0.5 m OAm 

1.9 m 0.2m 1.1 m 3.2m 0.3 m OAm 

-Financing 

Scenario 1 Total Cost Federal % Premium Subsidyl Cost due to Selection 
Share Subsidized Person Adv Sel Impact 

for Partials 

A $11.7 B - 68% $1100 $400m 3.5% 

B $lO.4B $904 B' 68% $1200 $540m 5.5% 

C $9.4 B $8.7B 68% $1200 I, $460m 5.2% 

Scenario 1 Unins 
(0% Req) 

A 

B 

C 

2.8m 

2.3 m 

1.9m 

Participants - Coverage Prior to Program 

Unins 
ffd ESI 

Other Medicaid ESI ESI 
O Private (Sub) (Sub) Self-emp 

0.6m 1.1m 3.2m 1.1 m OAm 

OAm 1.1m J.2m 0.5m O.4m 

0.3 m 1.1 m 3.2m 0.3 0.4 m 

Financing 

Scenario 1 Total Cost Federal 
Share 

% Premium 
Subsidized 
for Partials 

Subsidyl 
Person 

Cost due to 
Adv Sel 

Selection 
Impact 

-A $12.0 B $10.6 B 68% $1100 $400m 3.7% 

B $10.5 B $904 B 68% .$120;+$600 In 5.8% 

C $9.5 B $8.7B 68% $1200' $500 m 5.5% 



ARC Estimates of Kids-Only Health Insurance Proposals 

50% Employer Contribution Requirement 
<, 

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=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 Chad 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 
Ifhad other private insurance, if subsidy >20%, then 80% come in 
Ifhad ESI, self-employed, if subsidy >28%, then 90% come in 
Ifhad 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 comein at 2.5% participation 

Participants - Coverage Prior to Program 

Scenario I Unins Other Medicaid ESI 
Offd ESI Private (Sub) (Sub) 

A ~!IIIIII!III:I~~ :111~1~!~1~111!111:"~;: 2.8m O.4m LIm 3.2m 1.1 m 

B "I."IIIIIIII:~~: :~~:I:~llfll:III·I:I: 2.3 m 0.3 m 1.1 m 3.2m 0.5m 

C ::~:!m:irili:~~~: :1:1111117~2~111~1::r 1.9m 0.2m l.lm 3.2m 0.3 m 

ESI 
Self-emp 

O.4m 

O.4m 

0.4 m 

--" .... " 



Financing 

Scenario 1 Total Cost Federal % Premium Subsidyl Cost due to Selection 
Share Subsidized Person Adv Sel Impact 

for Partials 

A $11.7 B $10.5 B 68% $1100 $400m 3.5% 

B $10.4 B $9.4B 68% $1200 $540m 5.5% 

C $9.4 B $8.7B 
, 

68% $1200 $460m 5.2% 

--. , 5.-. 



ARC Estimates of Kids-Only Health Insurance Proposals 

0% Employer Contribution Requirement 

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=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 Chad 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 
Ifhad 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 under200% poverty come in at 2.5% participation 

Participants - Coverage Prior to Program 

Scenario I ~llii:lj:i:·jll_II~JIIII~I!ljl~ili~I:lilllllj~ Unins 
Offd ESI 

Other 
Private 

Medicaid 
(Sub) 

ESI 
(Sub) 

ESI 
Self-emp 

A 2.8m 0.6m l.lm 3.2m l.lm 0.4m 

B 2.3m O.4m 1.1 m 3.2m 0.5m O.4m 

C 1.9 m 0.3m l.Im 3.2 m 0.3 m O.4m 

-. 1 ,1~ .~_... .;; 



Financing 

Scenario 1 Total Cost Federal % Premium Subsidy! Cost due to Selection 
Share Subsidized Person AdvSel Impact 

for Partials 

A $12.0 B $10.6 B . 68% $1l00 $400m 3.7% 

B $10.5 B $9.4B 68% $1200 $600m 5.8% 

C $9.5 B $8.7B 68% $1200 $500m 5.5% 

'j 
-:,1 ..-.C. "-~'1"',I _ ~I 
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~gProposal~- Summary Cost Estimates 

Medium Participation Assumption (Case B), Low Subsidy (Scenario 2) and High Subsidy (Scenario 3) 


_Participants ~ Coverage Prior to Program 

Unins I ESI 
Self-emp 

O%Emp Low 

Unins 
OffdESI 

Other 
Private _ 

Medicaid 
(~) 

ESI 
(J6b) 

0.5 m I0.1 m L2m­ 0.00 0.00 
subsidyContribution 

0.2m I 2.5 m I 0.00 I O.5m I O.5m 

-_ 50%Emp -1 0.1 m I 1.2 m I 0.00 10.5 m I 0.00 
Contribution subsidy 

High l-i~iiiiijl~1j~1iilililjJjj:iijiiiill 0.6 ml 0.2ml 2.5 m I 0.00 I 0.5 ml' 0.5 m 
subsidy 

Financing 
. 

Total 
Cost 

Federal 
Share -

% Premium 
Subsidized 

Subsidy/ 
Person 

Cost due 
to Adv Sel 

Selection 
Impact! 

O%Emp 
Contribution 

Low 
Subsidy 

$4.3 B $LOB 22% $440 $1.4 B 49% 

High 
Subsidy 

$6.9B $2.9B 46% $660 $1.4 B 25% 
. 

I 

I 

50%Emp 
Contribution 

Low 
Subsidy 

$4.2B $1.0B 22% $440 $1.3 B 47% 

High 
Subsidy 

$6.8 B $2.8 B 46% $660 $1.3 B _ 24% 



s 

Scenario 2: 25°;" Subsidy up to 250°;" Poverty, 10°;" Subsidy for 250°;" Povei1y and Above 
(Scenarios 2 and 3 taken together are based upon Andie King' s parameters) 

0°;" Employer Contribution Requirement 

Assumptions: 

The cases represent high, medium, and low participation levels: 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 thad 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 
Ifhad 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 


Scenario 2m1.&ViIIIH~UmaUi~I!!!fi.W.iiHii~i~1I Unins I 

A 

B 

H:::s.li7nllntII14Im:j::I:lm:laDl!~l~~:1I 0.8 m 

OAm 

C 0.2m 

Participants - Coverage Prior to Program 

Unins 
OffdESI 

Other 
Private 

Medicaid 
(Sub) 

ESI 
(Sub) 

ESI 
Self-emp 

0.3m 1.2m 0;00 l.lm 0.00 

0.1 m l.2m 0.00 O.5m 0.00 

0.09m 1.2m 0.00 03m 0.00 



Financing 

Scenario 2 Total Cost Federal % Premium Subsidy! Cost due to Selection 
Share Subsidized Person Adv Sel Impact 

A $5.9B $1.4 B 22% $410 $1.6 B 38% 

B $4.3 B $1.0B 22% $440 $1.4 B 49% 

C $3.4B $0.8 B 22% $450 
----­

$1.2 B 54% 

.­



'. 

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

Assumptions: 

The cases represent high, medium, and low participation 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 Chad 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 

U .runs 

1.3 m 

n 	 0.6m 

1'lilRmr]mlz'f.J".:·w'····ir"·i···w:firtl~"":':':11 0 3 ~§;::. ) L; :,. :... : :J' ~~( :i-:t~~~~ ~~1~~~~: ;;: ~.. ~~:tt~:: • mC 

S . 3 1»»iV"'Jmt!lr:»m"<laf~~I»~linf;':+:':':':':':'::::1Icenano . ::~~X~. 'N] ..: :r..(::(:$: ~Q :~$? :~:~> .'...~ mns.:~: 

A 

Unins 
OffdESI 

. O.4m 

0.2m 

0.1 m 

Other Medicaid ESI 
Private (Sub) (Sub) 

2.5 m 0 . 1.1 m 

2.5m •. 0 0.5 m 

2.5m 0 0.3m· 

ESI 
Self-emp 

O.5m 

0.5m 

0.5m 



~. 

Financing 

Scenario 3 Total Cost Federal % Premium Subsidy/ Cost due to Selection 
Share Subsidized Person Adv Sel Impact 

A $8.6B $3.7B 46% $640 $1.3 B 19% 

B $6.9B· $2.9B 46% $660 $1.4 B 25% 

C $6.0B $2.5 B 46% $670 $1.3 B 29% 



Scenario 2: 250/0 Subsidy up to 2500/0 Poverty, 10% Subsidy for 250% Poverty and Above 
(Scenarios 2 and 3 taken together are basedupon Andie King's parameters) 

50% Employer Contribution Requirement 

Assumptions: 

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

For the uninsured: 


Case A had 20% participation for those <250%'poverty, lO%participation for >=250% poverty 

Case Bhad 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 
Ifhad other private insurance, if subSidy >20%, then 80% come in 
If had ESI, self-employed, if subsidy >28%, then 90% corne in 
Ifhad ESI: 

CaseA assumed those under 200% poverty corne in at 10% participation . 

Case B assumed those under 200% poverty corne in at 5% participation 

Case C assumed those under 200% poverty come in at 2.5% participation 


Scenario 2 mi~11~~1~1~~:i:::ltiml~:~::Il~~~~IIIIJ:~~~11 Unins 

A 

B 

C· 

0.8 m 

OAm 

0.2m 

Participants - Coverage Prior to Program 

Unins 
OffdESI 

Other 
Private 

Medicaid 
(Sub) 

ESI·· 
(Sub) 

ESI 
Self-emp 

0.2 m 1.2 m 0.00 1.1m 0.00 

0.1 m 1.2m 0.00 0.5m 0.00' 

0.06 m l.2m· 0.00 0.3 m 0.00· 



Financing 

Scenario 2 Total Cost Federal % Premium Subsidyl Cost due to Selection 
Share Subsidized Person Adv Sel Impact 

A $5.7B $1.4 B 22% $400 $1.5 B 36% 

B $4.2B . $1.0 B 22% $440­ $1.3 B 47% 

C $3.3 B $0.8B 22% $450 $1.1 B 51% 



·
~ 5;.....; 

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

Assumptions: 

The cases represent bight medium, and low participation 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 Chad 7.5% participation for those <250% poverty, 3.75%participation for >=250% poverty 

Ifhad 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 
Ifhad 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 

Scenario 3 1~1~~~l~¥II~lmil'1.Ij~I~~~~BI!j!§~1~~11 Unins I Unins 
OffdESI 

A 1.3 m 0.3m 

B 0.6m 0.2m 

C· 0.3 m 0.08m 

Other 
Private 

2.5m 

2.5m 

2.5m 

Medicaid 

(Sub) 


0 


0 


0 


ESI 
(Sub) 

LIm 

0.5m. 

O.3m 

ESI 
Self-emp 

O.5m 

0.5m 

0.5m 



-. '<<, , g 

Financing 

Scenario 3 I Total Cost I Federal 

Share 


A I 


B I 
 $1.3 B 


C I 
 $1.2 B 


I% Premium I Subsidyl Cost due to Selection 
Subsidized Person Adv Sel Impact 

$3.6B 46% I $640 $1.3 B 18%$8.4B 

$6.8B $2.8B 46% $660 

$5.9B $2.4B 46% $670 



... " 

Cost and Coverage Estimates for Kids-only Insurance Program 

The table below shows a range of preliminary cost andparticipation estimates for a health 
insurance subsidy program for children. The table displays cost and participation ranges for the 
years 1997 and 2002 for two subsidy levels. At both levels, eligibility is restricted to families 

. with 0% employer contribution to health insurance. The ranges are explained by variations in 
assumptions regarding participation levels and employer dropping (see bullets below for 
explanation of assumption differences). These estimates are not intended to be precise indicators 

'\ ofthe effects ofa kids-only subsidy, rather they are intended only to provide an idea ofthe 

~~~~ potential effects ofsucha program. . ~ 

\\'):..v, .Kost Estimates for Subsidizing Children-Only Health Insurance· c;(~"w .:Ji? 0% employer contribution to health insurance required for eligibility ~ '1~ . 
~1.Y Low Level of Subsidies: . 

25% subsidy for families below 250% of poverty; 10% subsidy above 250% of poverty 

Year Average Cost 
(Premium) 

Total Takeup 
(millions) 

%of 
participants 

now uninsured 

Annual Total 
Cost (billions) 

Annual Federal 
Cost (billions) 

1997 $1,900-$2,700 1.7-7.0 3.0%-14.0% $4-$13 $1-$2 

2002 $2,800-$3,900 1.8-7.5 3.0%-14.0% $7-$21 $2-$3 

High Level of Subsidies: 

50% subsidy for families below 250% of poverty; 25% subsidy above 250% of poverty 


Year Average Cost Total Takeup %of Annual Total Annual Federal 
(Premium) . (millions) participants Cost (billions) Cost (billions) 

now uninsured 

1997 $1,800-$2,200 3.8-9.4 8.0%-11.0% $8-$17 $3-$6 


2002 $2,600-$3,200 4.0-9.9 8.0%-11.0% $13-$26 $5-$10 


The numbers shown here should be considered rough estimates of the effects of a kids-only 
health insurance subsidy. Official estimation of cost and participation could vary from the 
ranges shown here. 

Key Assumptions 
• As the table indicates, we evaluated two potential subsidy programs: 

• "Low Subsidy": 25%, subsidy to 250% of poverty; 1 0% ther~after; and 
• "High Subsidy": 50% subsi.dy to 250% of poverty, 25% thereafter. . 

• To arrive at the ranges ofestimates shown above, we developed low and high 
. participation scenarios for each of the two subsidy programs. The high participation 
scenario differs from the low participation case in two major ways: 1) the high 
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participation scenario assumes higher take-up rates across-the-board; and 2) the high 
participation scenario assumes a substantially larger incidence of substitution -­
individuals or employers changing their behavior to take advantage of the subsidy.: 

• 	 The premium estimates in all cases were adjusted to reflect adverse selection associated ' 
with bringing previously uninsured individuals into the insured pools. 

• 	 The costs and participation rates are influenced to a large degree by the policy choice of 
whether the subsidies can be, applied to a participant's current coverage, or whether 
participants must join a separate insurance program. While the lower end of the ranges 
incorporates the assumption that participants, would be required to join a special risk pool 
(which limits substitution), the upper end ofthe ranges given above incorporate the 

'assumption that subsidies can be applied to current coverage. "In tJ-lis later case, the 
average premium reflects an average across more than one risk pool. Premiums in the, 
"special" risk pool would likely be substantially higher than the high end of the range .. 
The other risk pools would include individuals not in the subsidy program. 

• 	 These estimates assume that the subsidies are fully phased in by 1997. 

Major Findings 
• 	 In the low subsidy program, total takeup ranges from 2-7 million children in 1997 (2-7.5 

million in 2002), with an average C0st of $1900-$2700 per child ($2800-$3900 in 2002). 
These average costs reflect the impact of adverse selection and are heavily influenced by 
participation assumptions. Federal costs would be $1 billion - $2 billion in 1997 ($2 
billion -$ 3billion in 2002). . 

• 	 In the high su bsidy program, total takeup ranges from 4-9 million children in 1997 (4-10 
million in 2002), with an average cost of $1800-$2200 per child ($2600-$3200 in 2002). 
These average costs reflect the impact of adverse selection and are heavily influenced by 
participation assumptions. F!!der~lcosts would·be $3billion - $6billion in 1997 ($5 
billion -$ 10billion in 2002). 

i 

• 	 Both the high and the low subsidy programs draw in only asmall proportion of the 
uninsured population. The variations in 'participation of the currently uninsured are 
largely influenced by the assumption regarding the ability to use subsidies-for current 
coverage (and therefore, the number of persons with ESI joining the program). 

• 	 In the low subsidy program, approximately 200,000 previously uninsured kids 
become insured in 1997. This represents about' 1.6% of all uninsured kids and 3­
14% of program participants. 

• 	 In the high subsidy program, approximately 400,000-700,000 previously , 
uninsured kids become insured in 1997. This represents about 3.6-6.3% ofall 
uninsured kids and 8.:.11 %.of program participants ' 

2 



• The implementation of a kids-only subsidy could result in some people losing coverage if 
employers react to the incentive of the program by reducing or eliminating their 
contribution to. ESI. 

• As noted elsewhere, whether participants would be able to use the subsidy to pay for their 
current insurance -- where the risk pool includes individuals not in the subsidy program -­
or be required to join a special risk pool that is dominated by individuals in the subsidy 
program is a key aspect of this policy. We recommend clarification of certain policy 
parameters prior to further estimation of the effects of this proposal. 

Changing Parameters 
Using background information provided by ARC, we have roughly estimated the impact on cost 
and participation ofchanging the income threshold for subsidies to 200% of poverty (with no 
subsidy above 200% of poverty - we will probably need to design a phase-out of the subsidy 
over an income range if this option is pursued) and the effects of limiting eligibility to children 
13 years of age and under. 

The following estimates are very rough. They do not account for the increase in the 
average cost per child which would' result from limiting the risk pool in a way that 
increases the percentage of the currently. uninsured in the program, and therefore increases 
the effect of adverse selection. It is not clear what impact this would have on these 
estimates: costs may rise as premiums go up, but reductions in participation may offset this 
increase. 

Lowering the income threshold'to 200% of poverty results in: 
• . 	 Participation of between 1.3 million and 2.3 million children in the low subsidy case, 

with a loss of approximately 18% of the previously uninsured category and a 22-67% 
reduction in overall participation in 1997. Federal costs would be about $1 billion in this 
case, and the percentage of participants who were previously uninsured would rise to 8­
14% of those participating. 

• 	 Participation of between and 1.8 million to 3.7 million children in the high subsidy 
scenario, with a loss of approximately 23% of the previously uninsured category and a 
53-60% reduction in overall participation in 1997. Federal costs would range from about 
$2 billion to $3 billion, and the percentage of participants who were previously uninsured 
would rise to 15-17% of those participating. 

Lowering the age limit from the insurance definition of child to age 13 would result in: 
• 	 Participation of between 700 thousand and 4.2 million children in the low subsidy case, 

with a loss of approximately 45% of the previously uninsured category and a 40-55% 
reduction in overall participation. Federal costs would range from about $500 million to 
$1 billion, and the percentage ofpreviously uninsured in the program would not change 
much. 

3 
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• 	 Participation 0[2 million to 5.8 million children in the high subsidy scenario, with a 
loss of approximately 51-53% of the previously uninsured category and a 38-46% 
reduction in overall participation. Federal costs would range from about $2 billion to $4 
billion in the high subsidy case, and the percentage ofpreviously uninsured in the 
program would go down slightly .. 

4 
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TABLE V-I. FEDERALLY FUNDED AND ADMINISTERED VOLUNTARY MODELS 

Voluntary 
model 

FtderaUy admlnhtertd pubUc benefit program Indlvlduallnsuunce subsidies . Indlvlduai and employer Insurance subsldl .. MSA-.tyl. Individual health car. subsidi•• 

General 
dKCrlption 

-Mod.l: Govemmenl-llIhninistered defmed 
benefit program for children whicb would replace 
Medicaid pediatric provisions. Available to any 
uninsured pregoant woman or child without 
insurance. Federally IlIhninistered.. -

-Sourc",of financing: General revenue., payroll 
contributions from employers'thal do not providi 
subsidized family coverage. 

'Mod"l: Insurance subsidies for children. Could 
supplement or replace Meqicaid. Tax credit or 
vouchers which could be used to pay family . 
portion ofemployer-based premium <?r purchase 

. coverage through certified heallh plans io the case 
of individuals without employer coverage access. 

-SoUl'<'\' of Hnanclng: General and dedicated 
revenues; assessment on employers that do nol 
subsidize family coverage. 

·Model: Employer subsidies to employers for 
family coverage plus iodividual subsidies for 
workers and unemployed. Could supplement or 
replace Medicaid 

-Source of financing: General and dedicated 
revenues. 

-Mod"l: Medical savings accounts system ofdirect 
funding plus catastrophic covemge. Could supplement 
or replace Medicaid. 

-

-Source of financing: General federal revenues plus 
contributions from employers'thal do nol offer . 
dependenl coverage. 

SbnlIar 
models 

'No similar legislative models. 

" 

·Bush Proposal- I 02nd Congo (1992) -refundable 
lax credit for low iocome workers; vouchers for 
unemployed. 

·Santorum(H.R. 3918, 103rdCong.)and 
Gramm (5, 3918. I 03rd Cong) - refundable tax 
credit for catastrophic iosurance for iodividual. 
ioeligible for Medicare or Medicaid. 

-Bentsen bealth insurance tax (additional 
componen~ to basic EITC) adopted io OHRA 
1990 and repealed io OBRA, 1993, 

-McCain (5. 28, 10~rd Cong.) - refundable tax 
credit for bealth insurance expenses for children io 
families below 200% ofpoverty, credit can be 
used only for school-based health programs (see 
also S. 2347, 102nd Cong.), 

-McConneU. (S. 728. 1 03rd Cong,) - tax credits 
for purchase ofbealth insurance, including long-
term care policies.' 

,-Coben (5. 314. I 02d Cong,) - refundable ta.x 
credit for bealth iosurance for individuals not 
covered under employer plMs or Medicare; 
Federal grants for state risk pools for uninsurables. 

'Cooper (H.R. 3222,'103rd Cong.) and Breaux 
(5. 1579, 1 03rd Cong); employer lax 
deductions for certain forms of group insurance 
coupled with subsidies for low-income 
iodividuals 

• T ax deduction for self-employed iodividuals ­
P.L. 104-7 )restoring ttie deduction to 25% io 
1994 and increasing it 10 30% thereafler)(see 
also Chandler (H.R. 2453. 1 02nd Cong.); 
Rostenkowski (H.R. 3626. 102nd Cong.); 
Michel (H,R. 3080, I 03rd Coog.); Loll (5. 
1533, 1 03rd Cong.) - aU increaaiog the 
deduction for self-employed individuals to 
100%). 

·Rowlan.dlBilirakis (fLR. 3955. I 03rd Cong.)­
subsidies to employers and individuals for 
purchase of private plans, . 

·H.R. 2491 (I 041h Cong.) creating MSA option under 
Medicare. 

'Archer (lI.R. 1818, l04th eong) ­ allows taX­
advantaged MSAs for iodividuals covered by 
catastrophic healtl) insurance plan•. 

'Hastcrt (ltR. 150, I03rd Cong,) - aUows I:IJi 
deduction for MSNcatastrophic health insurance plans. 

'Jacobs (H.R. 3065. 1 03rd Cong.) - allows tax-free 
employer contributions to MSN catastrophic plans, 

". 

The GeOrge Washiol!ton University Medical Center, Center for Health Policy Research. 1996 



M-l. MANDATORY MODELS 

Mandatory 
Model 

Federally mandated gtI""rnment Insurance' Federally mandated employer-based lruur.ance Federal mandate ror Individuals State mandated, federally aulsted In states 
that elect to adopt 8 mandate 

G<1neral -Model: Universal coveflllle ofall children under -Model: Universal employer coverage of all -Model: Universal coveflllle ofall children. Throup,h -Model: 'state mandate meeting minimum federal 
description govermnent insurance offering dJ!fmed benefit 

packase. Either fcderalJy financed and either 
children; supplemental federally or state 
administered plan for persons without access to 

individu,u subsidies and compulsory emollment. 
Subsidies up to a dJ!fmed contribution level in the 

requirements (state public insurance plan, state 
employer based system, individual m..nd,te, or 

.' - . 

federally or state administered. 

-Financing: General re~ues, employer 

employer coverage. ModJ!l could be dJ!fmed 
.benefit or dJ!fmed contribution, employer mandate. 
or "pay or play." 

form of either vouchers or tax credits. Individuals 
could elect MSA-!ype coverage. 

'Flnanclng: General revenues, special taxes, and 

other stnte system of compulsory coverage). 
Federal waiver ofERISA preemption.and fedJ!rol 
subsidiestowllId cost of ~overnge. 

' .. contributions, other revenues, and potentially 
individual premiums. In state administered modJ!l. 
states would contribute toward cost of coverage. 

-Flnandng: General revenues, special taxes, 
individual premiums, state contributions towllId 
cost of coverage for individuals without access to 
employer plans. 

individlUu payments. -Financing: State revenues, employer 
contributions (at state optiOtl~ fedcralgeneral and 
dedicated revenues. 

Similar models . 
. 

r 

-Medicare. 

·Russo(H.R. 1300, I 02nd Cong,) - single payer. 

-McDermott (H.R. 1200, 103rd Cong.) and 
WeU~tone (S. 491, 103rd Cong.) - single payer. 

.J.:>irigeUIWlOOI1an(H.R: 5514, 102dCong.)and 
Kerry(S. 1446, 102d Cong.) -universal public 
program for all u.s. residents. 

-Ford (H.R. 5050, I 02d Cong.). MediKids: 
children ort1y. 

F 

-Stark (RR. 650, 102d Cong.) - Medic.are for all. 

'Gibbons (Il.R. 1777, I 02d Cong.) - Medicare for 
all. 

-Dodd (S. 1456, I 03rd Cong.) - prog:ram under 
Public Health .Service Act for children. 

-H.R. 3600/S. 1751 (Clinton Health Security Act, 
103rdCong.) . 

'Pepper Commission ("payor play") HR 2523 
and (WlOOI1aD, 1 02nd Cong.): S. 1177 
(RockefeUIlI, I 02nd Cong.). 

·Jackson Hole Group 

-Kermedy (S. 768, 1015t Cong.); Waxnian (HR 
1845,10151 Cong.) - "payor play." 

'Matsui (H.R. 3393, I 02d Cong.) - employer 
mandate for children. 

·Matsui (H.R. 727, 103rd Cong.) - employer 
mandate for children. 

oChafee (S. 1 77(), 103rd Cong.)· individual 
mandate: employers required to offer coverage but 
not pay. 

'Thomas (1l.R. 3704; I 03rd Cong,); individual 
entitlement thoup,h mandatory enroUment in private. 
plans offered by purchasing cooperatives. 

-Stems (H.R. 3698, 103rd Cong.) And Nickles (S. 
1743, 103rdCong.)',~bed as voluntary, but in 
essence mandatory because of heavy fmancial' 
pen~ties for failure 10 enroU. 

'Stems (H.R. 1424, 100th Cong). individuals . 
required to purchase health insurance throup,h plan 
meeting federal standmds', refundable tax credit; tax 
credit for establishing ofMSA., .' 

'GllIarnendi proposal (universal coverage 
implemented as state level: one IllPC per 
geographic area; Medicaid &: Medicare (if 
appwpriate wIDvers granted) foldJ!d in. 

'Hawaii (basic coverage plus QUEST, including 
Section 1115 waiver). 

•Kerry (S. 1446, I 02d Cong.): 

-J~ffords(S. I057,103rdCOIlg.). 

The George Wasl!ington University Medieal Center, Cent";' for Health Policy Research. 1996 



TABLE V-2. FEDERALLY ASSISTED, STATE ADMINISTERED VOLUNTARY MODELS. 

Volunlary 
Model 

Federal grants 10 ,Ial... for Ib~ provblon; or purcha~. 
of a d~nned henem ,tyl~ In,uranc~ program for 

pregnanl women and cbildren 

Fed~ral grants 10 dal... for d~v~lopm~nl and admlnbtratlon 
of a d~nned contrlbullon-styl~ In,uranc~ program for 

....~gnanl women and children 

Fed~ral grants 10 'Ial~' for ,ub.ldlz~d h~alth .~n·lc~. for 
. pr~gnoinl wom~n and childr~n 

Gen~ral 

overview 

I 

··Federal grants to stat~s to assist in the cost of defmed 
renefit-style insurance program for etigible c8tegories of 
children. Federal payments conditioned on state compliance 
with federal standards regaiding cOverage:berie!its, 

- -­
prerniwns IDld cost-sharing. 

•Financing: Federal contributions toward state 
·expendihires. -

'Federal grants to states to assist in the cost of a defmed 
contribution-style insurance program for children. Federal rules 
on etigibility, with broad benefit guidelines. 

-
-

.Flnanclng; Federal contributions toward state expenditur~s, 
with lower level of state contribution required. 

·Federal grants to assist states furnish medical care for children. Care 
may be in the fonn of insurance, MSAs, direct grants to providers, or 
assistance to local wtits of government. No federal rules other than 
broad targetin[l to children. -- ,0 _. .­
•Financing: Federal contributions toward state expenditures. with a 
lower level of state contribution required than under Medicaid . 

- .. 

Sbnllar mod~1s 

, . 

·Medicaid. 

·President Clint~'s DCCernber,1995, Medicaid proposal. 

'Chafee (S. 1139, I OOth Cong.) -states would have option 
ofextending Medicaid coverage to individuals with 
inComes up 10 200% of poverty. 

'Health Insurance Association of America (1989) - states 
would have the option ofallowing all individuals \vith 
family incomes above 100% but below I 50% of poverty to 
buy into Medicaid. 

'NGA Medicaid proposal. 

'Child Health Plus, state subsidized insurance program (such as 
Caring programs), Connecticut Healthy Steps, Florids Healthy 
Kids, Washington Basic Health Plan. 

·MediGrant. 

·TiUe V Maternal and Child Health Block Grant 

.. 

The George Washington University Medical Center, Center for Health Poticy Research, 1996 



1. Health Insurance Status, Children Under Age 18: 
In Millions (and by percent), 1993* 


.. Uninsured 

11.1 (16.2%) . 

Public and Medicaid 
17.7· (25.7%) 

IIPublic and Medicaid 

DUninsured 
Private 

• Private 43.3 (62.9%) 

Total: 68.8 million children' 

"Number of children by insured status may be greater than total number of children as a result of dual coverage. 
Source: March, 1994, Current Population Survey; Calculations by the Employee Benefit Research Institute (EBRI) . 



1a.Health Insurance Status, Children Under One Year: 
·In Millions (and by percent), 1993* 

Public and Medicaid 
2.2 (55.4%) 

Uninsured. 
0.5 

(13.4% ) . 


. Private 

1.5 (37.5% 

) 

.•Public and Medicaiq i 
Total: 3.9 million children

DUninsured 

i_Private 

'.: ­

. -Number of children by insured status may be greater than total number of children as a result of dual coverage. 
Source: March, 1994, Current Population Survey; Calculations by the Employee Benefit Research Institute.(EBRI) 



1 b .. Health Insurance Status, Children Ages 13-17: 
In Millions (and by percent), 1993* 

Uninsured 
3.4 (18.9%) 

Public and Medicaid 
3.4 (18.5% 

) 

..Public and Medicaid 

DUninsured 

• Private 
! 
! 

Private· 
12.2 (66.8%) 

. Total: 29 million children 

*Number of children by insured status may be greater than total number of children as a result of dual coverage .. 
Source: March. 1994. Current Population Survey; Calculations by the Employee Benefit Research Institute (EBRI) 



1c. Source of Coverage for Adults, Age 18-64 with Selected Sources of 
Health Insurance: In Millions (and by percent), 1993* 

Uninsured 

Private 
99.6 

22.7 (17.90/0) 

Public and Medicaid 
8.1 (6.4%) 

(78.40/0) 

.Public and Medicaid Total: 127 million adults· 


tJUninsured 


.Private .. 


-Health insurance totals may not add up to total number of adults asa result of dual coverage. 

Source: March, 1994, Current Population Survey;Calculations by the Employee Benefit Research Institute (EBRI) 




- '''.~- .--"':. 

1d. Health Insurance Status, Children with Family Incomes under 100% of the Federal 
Poverty Level: In Millions (and by p~rcent), 1993*· 

Public and Medicaid 
10.9 (67.4%) 

Private· 
. 2.3 (14.1%) 

I 
..Public and Medicaid' 

Uninsured 
DUninsured 3.6 (22.5%) 

• 	 Private 
Total: 16.2 million children. 

* Number of children by insured status may be greater than total number of children as a result of dual coverage. 
Source March, 1994, Current Population Survey; Calculations by the Employee Benefit Research Institute (EBRI) 



1e. Health Insurance 'Status, Children with Family Incomes Four Hundred Percent of. 

the Federal Poverty Level or'Greater: In Millions (and by percent), 1993* 


Uninsured .' 
,0.5 (6.9%) 

Public. and Medicaid 
0.6J4.00/0) 

Private 
13.9 


(91.90/0) 


..Public and Medicaid I 

o Uninsured I 
Total: 15.1 million children 

• Private ;. 

• Number of children by insured status may be greater than total number of children as a result of dual coverage, 
Source: March. 1994. Current Population Survey; Calculations by the Employee Benefit Research Institute (EBRI) 



2. Family Income Distribution of Uninsured Children Under 18: 


Under 100% poverty 
3.6 (32.4%) 

o 200-399% poverty . 

0400% poverty 

ITIlilmUnder 100% poverty 

.100-:199% poverty 

In Millions (and by percent), 1993 

400% .poverty 
1.0 (9.0%) 

20f)-399%· poverty 
2.7 (24.3%) 

100-199% poverty 
3.7 (33.13% 

) 

Total: 11.1 million uninsured children 

Source: March, 1994, Current Population Survey; Calculations by the Employee Benefit Research Institute (EBRI) 



· 


3a. Living Arrangements of Children Under 
Age 18: In Millions (and by percent), 1993 

Two Parent 
48.0 (69.8%) 

.Two Parent Single Parent 
20.8 (30.2%)DSingle Parent 

Total: 68.8 million chilren .. 

Source: March, 1994, Current Population Survey; Calculations by the Employee Benefit Research Institute (EBRI) 



3b. Living Arrangements, Uni~sured Children 
Under Age 18: In Millions (and by percent), 1993 

Two Parent 
7.0 (63.1%) 

" 

_Two Parent 
Single Parent DSingle Parent! .... 

4.1 (36.9%) . 

Total: 11.1 million children 

Source: March, 1994. Current Population Survey; Calculations by the Employee Benefit Research Institute (EBRI) 



4a. Employment Status ofFamily Head, Uninsured Children: 
In Millions (and by percent), 1993 

Full-time worker. 
6.8 (61.3%

) 

Non-worker. 
1.5 (13.5%

) 

CJ 

i Ii§9 Full-time worker 
. Other worker • Other worker . 

2.8 (25.2%)
D Non-worker 

. Total: 11.1 million children . 

. Source: March, 1994, Current Population Survey; Calculations by the Employee Benefit Research Institute (EBRI) 



4b. Employment Status of Family Head, .Children with Medicaid: 
In millions (and by percent), 1993 

. Full-time worker· 
." 9.5 (57.20/0) 

'. .; 

i~ Full-time worker. 
Non-workeriDNon-worker 

7.1 (42.8%) 

Total 16.6 million children· 

Source:.March. 1994. Current Population Survey; Calculations by the Employee Benefit Research Institute (EBRi) . 



5. Source of Private Insurance for Children Under 18: 
In Millions (and by percent), 1993 

.Employer 
39.3 


" (90:8%) 


Other private 
4.0 (9.2%) 

~EmpJoyer 

D Other private " 
. Total 43.3 million children 

.' . 

, . 
Source: March, 1994, Current Population Survey; Calculations by the Employee Benefit Research Institute (EBRI) 



. . " 

6. Source of Private Insurance, Children Under 18: Inside versus Outside Household: 

In millions (and by percent), 1993 


Inside Household· 
40.9 

(94.5%) 

Outside Ho·usehold 
2.4 (5.5%) 

.Inside Household 

DOutside Household Total privately insured children: 
43.3 million 

. Source: March. 1994. Current Population Survey; Calculations by the Employee BenefitResearch Institute (EBRI) 



TABLE V-I. FEDERAI.LV FlINDED AND ADMINI!'TERED VOl,UNTARV MODELS 

Volunt.rY 
-.IfI 

Fod....'" ad",lnht••od ,,"hlk ho....n' ro:".,..m IDdMelu.I inaUr8nn I ..MId... Indlvldu.1 .nd _",",Y" mmr.11ft luMld... MS"..!)," Indlvldu.1 .....lth <I"' .ubold.... 
I 

(;<on...' -M""'I. fiov<"fTImmUdm'rntl<'ft<i ...lined -M.....I: In_ lUt.idleo fOf clUldnin Could -Mnd.l: Emtoo- ."".i.lif,. 10 employftO f .... -M .....I Mcdicall8.mIl' 8C<)OUlJII ,yol"'" 01" dir,,'" 
d ..... rl"ltoon "",,,Ii. "mlll:l'", ror children whi<:h would ..."..., 

Modic.lll!d J'O'.ti.tri~ prOvi<ionl. Avail,Nelo anv 
uni.....rrd I""'Ilnlll'\ wornan Of child withmll 
InI\U""",, 1·......... llv ",bnmill...-.d. 

·lIinu...... nr nn.""lna: o.:nm.l rev""...... ptMOU 
contribution. rrom em"loyen thet 00 no! proVide 
9UhsidiJed familv cover •. 

m"""""""l or "",lace Medicaid. Till< cmlit or 
vo""h.... which could be uoed 10 pi\' romily 
portion of em"Io)'er·'-1 premium or """'''­
cov"'. ~ certirled health plan. in !he _ 
or individual. wilhout employer covenoge _. 

-Sour.. of rm.ndltrc:: <knmII and dedicated 
revmlX1l; _Ion employen that 00 no! 
;"t..i<l7.e flll1ily oovenoge. 

family""_"II" rlUI m<.bv,dooI mhtidie. for 
work ..... and unemplo..<,d. Could supplement or 
rtpIlOtt Mtdicaid. 

-SGar.. of nn.""mrc: (leneral and dedicated 
re~enlJtl 

fundinll "lUI cataotrorhic cover"lle Could "'lTkmenl 
or ...".""" Medieaid 

~SnIIrft or rmalic:mrc:: <Jeneral rodenll revmtM!'J "luI 
conlributiooll &om employen that 00 nof offer 
dependenl DDVeI'II(lI'. 

SImilar 
mocI.h 

.._. 

-No lIimu", "'!!illative 1I"IOde1•. 

.• 

·Ru....Pr.......-.. I0200 C~. (1992) ·refundable 
tax credil rorlow inCome WOlken; voucben ror 

unem"I~. 

·S.... IOnJm(JI.R. 3918; IO:\rdCOftJ!.)and 
Otamm (S j91 II. 103rd COftJ!)· tefundahle tax 
credit ror eaIaoI1rOf'hie inoumnce ror indimull 
inetitrible rOf ModiCOll1! or Medicaid. 

-Ilenl.." health in"""""", tax (additional 

component to ""'"" mTe)..tn>ted in ORRA 
1'l9fl ""d rep:aIed in ORRA. I~:\. 

-McCain (S 211. 10.JrdC~.)·",fundabIe \ale 
credit ror health in_ elqJaI_ for children in 
familie. below 200% of ""_; cmlil can he 
uoed ""Iv ror aehool·bued health pr<lIlIlIml (_ . 
al90S 2~47.102OOC~.). 

-McCoiIneII. (s. 7211. IOJ,d Conti.)· \ale cmlill 
for ",,",h_ of health inlllr1ll'lCe. ineludintllong­

'Ierm care poIicieo. 

-eoopel' (JI.R. 3222. 10".1 COO!!.) and nrOllllll 
(s. I S79, 103rd COftJ!): emJ'loyef tax 
deduclion. ror cC.rtain IOrmS of I!1OOP in"""""", 
coupled with suhtidie. 10. ",..·i_ 
ind,,;du.ll. 

-T"" deduction ror ""lr..,.""I..,..,d indimul.­
1'.1, 104.7 )oflIonntl "'" drduction 10 2S¥. in 
1994 and inc:reaointl illo ~O% thereaflerX_ 
aI.. Chllll!fla (JI.R 24S.'. 10200 Coog.); 
RooIetlkoMki(II.R. J(~2(,. I0200 COftJ! t. 
Michel (JI.R .:10110. 1O',d COftJ!); ~ (S. 
ISH, lO~rd C0D8.) . all inereaainl!!he 
do!cIw::Iion ror .,Ir-emploved individuailio 
100%). 

'RowIandIBiIinki, (J IR. 39SS. 103rd COb!!.)· 
IUMidie-lIo empk>yers and indimul. ror 
",,",hue or,,"ville 1'1...1 . 

·II.R. 2491 (I (14th COftJ! ) cnatin!! MSA optioo Wit"" 

Medicare. 

'J\rcller (!I.R. I RI R, l04th COb!! I ·liii0,,," 18...· 
...t.llntapd MS,," ror individual. cov...-.d hy 
~ haIth in"""""", planl. 

-lIutOf1(JIR ISO. 10lrdCoofl.)·ellnwatax 
deduclion ror MSN_trophic health inoumnce "bin•. 

-ll1Mha (1IR..l065, 10lrd Contl.)·..no- tax·nee • 
em~ oonlribUtionl-IO MSN eatatioj>hic ·p!&iil. 

"' . 

-Cohm (S. .J14.102dC~)- rerundahletax 
credil ror health inlUrllllOe for individooll not 
cov...-.d under emrloyer "Ian, or Medicare. 
Federall!Jll'il. ror _e ".k pools ror wUnll\lr1lbleto. 

.. 

The 0_11" Wuhin!!ton IIn;vn'litv Mrdiul Cml~. C""tn rOf llearth Policy R_h.·I996 
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TABU v-z. FEDERALLY ASSISTED. STATE ADMINISTERED VOLUNTARY MODELS 

Vt>lunl_r:-' 
Mndo. 

f'ttI....ll!.un.. to 0'.'" ror 1M pr"riolon ..... purr".... 
"r. d.nntd "'nonlotyle ....ur.n•• p""p'.m r... 

prt'&JI.n' ..._n and chlld.....n 

' ........1"..nb to ...... r.... dn~"""""nl .nd .dmlnls'n''''n 
..r. dtnntd .....trlhutlon ... tyle In......n•• pr_am r.... 

...-ep."! ..._n .nd chlldN" 

,ttl..... "..nb to ....... r.... .u,,"kliad "'.hh ___Ie.. r.... 
!'"p_nl .._n end <hlldr.n 

(".......... ·!,,,,Itt'" !If""'o to ""'~"o ....;111 in u-.., cool of defmtd ·F<dnal!lf.... 10 ltateo '0 utili in lho cool of a deli""" 'I'odemI ,.,..,,, io _III lila.", furnish rnedicaI eat" for childrm. e_ 
"wty...... ~nefil-..,Ie in!ll"""",, "'''IUIIm'f", elillil'ok Clllellcorie. flf 

~hildren I'....ltta' ",,,,men" rmditiormd oil slate cnmpli"!,,,,!, 
with ............. "RIlclRPlo rellardinll covn"ll". ~Ill., 
ptemium. and e""I .• hRrinll, 

·'In.ndn.: !'",lttal cnnlributiontloword oIaie 

"xrmdiluteo, 

COOlnbution-!lly1e in..lfMlce fi'IOIIf"'" fOf children, F<dna! rules 
on e1lf!ihilily, with brood benefit ~tidclines 

·P'!n.ndn.: Fodemicontributiom towerd IIIate ~1uI'et. 
with Iowa level of illite contribution requited. 

may he in u-.., fonn of inlW''''''''''_ MSAlI. direcl gJonl.lo ""'...;.Itt•. or 
&uiltance 10 local units of IlOvemment, No f edna! ruIet othet than 
brood larf!elinglo children. 

·fln_""ln.: FodemIcmtribution. toward dale ~!\U'et. with a 
Iowa 1e",,1 of NIe contribution n:quiJed IhIIn under McdicIIid, 

Slmll.r """"'II 'Medicaid 

·Ptet;"""" Clin'on '. lloennhe!:. I qq~. Medicaid 1""'JlO'I'II. 

O(:W"" (S I D(I, 1IJ1lth <:""11) ·lIIm", wOuld have opIion 
of e"'endinll MrdicRId cflver"!!,, '0 individual. with 
in<:on'Icr!I up to 2fJ11"/. of poverty, 

'Ileolth '""un"",,, I\PociIltion of Anierica (10119) • 01.01", 
wonld ha~ lho opIion of nIlowinll All indi...;mUII. wilh 
rarnilv i"""""" ahove I (JII% bul helow 1W'Y. of poverty 10 
tol'l'- mlo Me-dit:trid . -­ ... .. : 

'NO" Medicaid pt!p<IOIIII, 

<hiIcIllooolth Phu, 1liiie tuhoidit.ed irmmmce ~ <_h It. 
Carintl P"'I!J'IIII1.). C_ticut IleAlthy ~1"1"', !-lorida II ..... thv 
Kids. W ... hinpton Basic llcalth Plan. 

_. 

'MediOnmt 

• Tille V Malemal and ChiIcIllcalth Rloek Onmt 

The (lu>rll" W ...hin(llnn IJnivenitv Medic ... Cenl .... Cmler fOt llealth Policy Rnearch. 19')(" 



". 
M-I, MANDATORV MODEI~" 

M.nd.lnry 
Mod.1 

,"",..ren,· m.nd_t.:<t l"'·t"rnrn.nf 'n.ur.n('«" '. "........1Iy m.nd.~ -r'""·..,.· ....... Inour.n•• """....1mandai. for Indlvld...10 Sialf' manrialtd. ftd....",- _"'ltd In ...1... 
thaI "I,d 10 0K\0p1 • m.nd.... 

("'...n..,..1 -Mod.t tlnivn.... ~.,'nAj!~ "rRII childrm tinder ·Mnd.1 tiniv"",," nnployet. ooverap:e ofell oM"""": I InivnllAl e~n"", of 1011 chi"'""'. Throullh -Mnd.I' ....1. mandale meetinll minimum feder.1 
dftcrirlion 11,,,,,,,,,,,,,,,,1 in"",,,,, •• <'Ifcnn!! ,trlined """.flt 

J'IIIC~fIII<' !"thn fe<Jerallv ftnanoed ""d rither 
IWrrnll" or ,Ime administered 

°Fln.nd"., (~ re"enues. nnployer 
ennlrillutic,". other re"en..... end p:IIenlially 
indIVidual premiuma . In stale adminialt"ftd model, 
.taI" would conlrillule low.,d COlI of co"nllflC. 

children; IUppetmQlaI federally or state 
~"ered pi"" r... penon. wi!hOtll""';".IO· 
employer cover"llc. Model couIil he defoned 
hen<:lil ... deroned ~lrillutioo. employer ~ 
ur "pay ... pI8y." 

o,In.lldnff. 0eneraI revenues. apeeiaI_. 
individual rn:miuml, otale cantrillution. !owGd 
COlI of 00...,.. for individual. withoul _ to 
nnployer plan •. 

inttivKluallUlwriJi•• ""d compulllOCY enrollmmt. 
!'uheidin UJ! 10 .. ,lrf...ed ccnlrillutioo level in the 
form ofeither YOIl( hen or Ia~ CTediII IndiYidual. 
could elecl MSA·I,T'" oo~. 

·'....MIn.' Oen",ru reven..... lpCciaila:etJ. end 
individual ~I•. 

.requ1remm19 (.181. ""Hie inrurAnOe pi,,". lillie 
cmrlo'Yer t..sc.I O)',lem. individual mamt.te. or 
other !del" nstem ofoompulaorv eo.",,,,,,). 
Federal waiver or ERlSA pnxmption and federaJ 
IUhoidieo IOward eoo or coYerap:C. 

o"a._IIIff. Stale revenues. emriover 
contribution. (at !date option) federaJ !!eI11!T111 and 
~ed reY<ellues 

~1I.rmod." -Medicare. 

oRu"",, (IIR 1'011, 1112nd Coot!.)· .mille pII\'ft 

-McIJnmaI1(ItR 12110. 10lrdCOO!!.) and 
Well,l""" (!'. 491. Im,d Con!!.) ·.mllk po.y.:r. 

·DinIl"UlWmatUII1(1I.R. S~ 14. I02d Con!!.) and 
Kmv (S. 144(•. I02d COOI!.)· univ."el ""Hie 

J'I'OtIfM.for all US residenll. . 

'1;",dfItR 5n~n. 102dCOOll.)· McdKido: 

• hildn:n mil" 

-!'lRrk 01 R (,SIt 1fl2,fc""I1.)· Medicar.- for all. 

o(iil1mnt (II R. i 711. l02d CMIl.) ·Medicare for 
all 

-llodd(S r4~f\.IOJrdCOnI!}.pr"tl1ain ~ 
l'uNi. IleRlth Snvicc., llel for children 

-ltR. WIO/!ol. nSI (Clinton Healthl'ecurity Act. 
. ImldC",,!!.). 

~J>erper Coriuninioo ("pay Of pI8y') IIR 2523 
and (Waxman. 102ndCoog.); R 1111 
(RockefeUm, I 02nd CMIl ). 

-1""boo IJoIeOroup 

-J(.ennedy(S. 7611, 10ht CMIl.)'. W_ (II.R. 
I!MS. 10I!d COOl.)' ''pay Of ploy." 

-Mat"'; (lI.R,.JWl. 102d COOl)· emrlo'Yer 
mamt.le Jur chi!<fren. 

-Mat..,; (ItR. 721.IO)rdCMIl·)·empioyet 
menda1e for children. 

'(:tmree (S 17~0. I O)rd C",,!!.)· individWII 
mandale; lmlpioymtl'flqlJiRd 10 offer co...,.. "'" 
not pay 

·Tbomu(lJ.R '"I4.IOJrdCong t. indivKlual 
entitlemenl thoullh InIIi1<Iatmy enroIImml in prj,,"'e 
plan_ offned t.. f"II"haIri.rtB c:ooper1IIi\'ft. 

-Slema (II R 3f-9R. lO,ni COOl) And Nicklts (S. 

1743. IOJrd Conll. I; dettcribed as "oIunlmy. "'" in 
__ lNII'I<IeIorv hecAue of heavy rmancial 
penaltie1I for faiJ~ 10 enroll. 

,Sleml(I tR. 1424.I04thCOOI.)· individuals 
requin>d to p.tr<:h_ heIilth in........, Ihrou!!h .,;.. 
..-tinll federal .1lIndardII; refiDMlahle lax cnodiI; lax 
credil for _hli,hinll of MM. 

~ propooaI (uni....... co-. 
impIemenled as Slate level; one I!!pc per 
~-. Medicaicf.. Medican: (ir 
appropriaIe wei,"," !!,,,,,Ied) folded in. 

°ll_aii (Nsic co""'"'II" plut QUEST. including 
Soetioo III S ....ver) 

.J(.etry (S. 1446. 102d Coni.) 

"eff.,;a,(S.IOS7.IOJrdCooll). 

TI>..,Oeor"" W..hinll''''' t Iniyer!ri!y M ....,·., ('enl... Cenl", rOf II<:elth Pnliov R~h, t '>9f, 

" 




". 


TABLEC-l 

Annual Premium Assistance ror Low and Moderate Income Worklnl Fam.lll~ under Selected PremIUm-Based Health Rerorm 
Proposals 

Fomily Chooses AW!rage-Prlceti Health Insurance Plan ($3,900), ' . 

. Ponl1yand ClintonlGephardtlMitcheil Thomas/Charee CooperlBn!aqJl 
Income Lenis HR 360018 1757 HR 370418 1770 IIR 3222/S 1579 

Poverty Family! Subsidy Finn Plan Family I. or Subtidf Finn Pllin Famil; I. 01 . , Subsidy' Fum PIuI FamU, I. or 
Level Income' Pa,. Pay. Pay. Famil, Pa,. Pay. Pay. Famil, Pa,.' PI,. Pay. Famil, 

Income ·Incomo IftC10IM 

100" $11.890 $423 $3,120 $0 $3S7 3.010 $3,900 SO SO 0 010 $3,SlO, SO $390 SO' 010 
, , 1­ ,. 

130 IS ,451 177 3,120 0 603 3.9 3,064 0 0 83' S,4 2.451 0 21.3 1170 7.6 

ISO 17,835 84 3,120 0 696 3.9 2.'07 0 0 1,393 7.• 1.155 '0 195 .1950 10.9 

180 21,402 0 3.120 0 780 3.6 1.'71 0 0 2.229 10.4 702 0 71 3120 14.6 

200 23,780 0 3.120 0 780 3.3 1,114 . 0 0 2,786 11.7 0 0 0 3900 1'.4 

k;..o •• /(180.'; ".,::,'. ,.\, '-..'co:)";;::::::' 1',:',:,:,:",,,::\. i •••. :':::'~,?09, 
:.:..::.. : ."".'':.' I·::"'·':'·:/".:,:.:j,: 

..:: .. ::::. 

I,:;;t:.~·.' "~. I'::~~_':·." :2~",' , 297zs--f ::" ..' . ,0 .1...• 3•120 (i~" •• I:,ill l<}{:'. .. , . ',::-: ".':::':: I:.:·: ....:::·:~~,~a, 

300 35,670 0 3,120 . 0 780 2.2 0 0 0 3.900 ,10.9 0 0 0 3900 10.9 
" 

400 47,560 0 3,120 0 780 1.6 0 0 0 3.900 '.2 0 0 0 3900 '.2 

I alHd on CBO', ntilNlte or !he 1994 .venle.premium eoll (S4,09~) of I hullh ineunnce plln ror I one'ldDIt rlmil,. denltcd 10 1993 dolll'" b, lnumI",',,, powIhln tIM medlCiI eomponelll or die CPt 
J Flmily of!hree; full-time working mother with two depel'ldclllehildren; not reeeiYina MDC or SSI . ' 

, Fedenl poverty pidelinei for 1993; Idjulled potllncome 

• Mediln income for III houtehofd, in 1991 WII $lO,126, SWlllical AbttpCI or dI' V,S.. 1923; 61.6 million people Ire between 100 Ind 250" or po"rt, and 128.' million people Ire between 2'0 ind 400" or 

. poverty, AIIIlni. or Ute M.n;b 1993 CUmnt Pgpulltion SUMY by lb. Vr!I!n In"ilut., Kai.r Commiulon on the Futun or Medk:l\d ' . '.. .. . 
.' 16.3 million uninlUred Of 43" Ire between 100 Ind no" or poyed" ADllnlJ or !he M,rsh 1993 CUm'" PooulIJIpn Sm" by The VrblD lmtiMe. Kaiter Commiuion on !he Future or Mcdiclid 
• A_mel fbll phlte-In or eublidy pro.nm ' 

, Cikullted lieumina 90-" nationaleubeidy Ind reference premium I, equll to Iven,. premium 

, A.eume, no voluntlrY employer contribution towlrd coli of premium 



