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Kids' Coverage Crisis: Next 
Target for 'Conse~sus' Reform? 

After watching Congress muddle its w~y from con­
sensus to stalemate on insurance market refonn this year, 
it seems almost cruel to suggest that universal coverage 
for children may be emerging as the next major target for 
bipartisan. incremental policymaking. ' 

But the'rapid erosion of private health insurance for 
children is raising alarm in both liberal and conservative 
circles, and giving new life to old proposals for a kids-first 
approach to problems of coverage and access to care. The 
General Accounting Office (GAO) reported last month 
that the number of uninsured children rose above 10 mil­
lion in 1994, the highest level in eight years. The 
American Academy of Pediatrics estimates the number of 
currently uninsured children under 21 at 12.2'million. 

"Neither the general public nor policy makers under­
stand that the existing system of providing medical cover­
age for children is collapsing," writes David Ro~nbloom. ' 
associate professor at the Boston UniversitY School of 
Public Health. 

The number of children covered by Medicaid 
increased by almost 5 million from 1989-93, temporarily 
masking the decline in employment based coverage. But 
as that expansion has slowed and stopped. the startling 
decline of private dependent coverage has become appar­
ent, falling from a peak of 67.7 percent of all children in 
1977 to just 53.6 percent in 1993, with 900,000, losing 
coverage in '93 alone, according to a summary of the 
trends presented by Rosenbloom at 'a forum in 
Washington DC earlier this month. In the words of forum 
participant Sara Rosenbaum. Director for th~ Center of 
Health Policy Research at George Washington University; 
"It is fair to say that where, employer coverage is con­
cerned. children are 'the Canaries in the coal mine'" - the 
first casualties in a, dangerously deteriorating situation. 

The threat to children offers reformers who failed to 
rescue the uninsured in 1993-94 a tempting second chance 
to get it right on a more modest scale. The notion of tak­
ing care of "children first" has political appeal compara­
ble to the Medicare program. 

"When it comes to health care for children and the 
elderly, the public ,is far less suspicious of government 
than is generally believed," according to a group of ana­
lysts headed by Wendy Lazarus and Laurie Lipper at the 
Santa Monica CA-based Children's Partership. "In sum­

mary, the experts we interviewed and the research we 
reviewed supported the conclusion that there is a, reser­
voir oLpublic, support for moving a children's health 
agenda at the federal and state levels," Lazarus, Lipper, 
and colleagues concluded in a February 1996 report. 

"If human 'service programs' are substantially 
reduced," they wrote, "Congress may look for a 'sympa­


. thetic' and relatively inexPensive initiative that shows 

members to be caring and humane. Health care for unin­

sured children could be attractive in this context" 

The social and economic payoff for 'establishing a 
comprehensive system of primary and preventive care 
would be enormous in the long run. Best of all, this kind 
of coverage is relatively cheap. An actuarial analysis 
done for the American Academy of Pediatrics estimates 
the monthly premium for first dollar coverage of the full 
regime of preventive services recommended by AAP for 
children to age 21 7- including regular doctor visits. 
vision and hearing screening. immunizations, lab tes1s. 
and counseling - at just $8 per family; . 

"Having a regular sOUfte of care has been shown to 
reduce per child expenditures by 21.7 percent compand 
with not having a regula,r source of care," says AAP rep­
resentative David Tayloe, a pediatrician from Goldsbom 
NC. "Providing preventive health care coverage to all chil­
dren is not only achievable, it is affordable," Tayloe told a 
panel of Democratic legislators in Washington July llr 

Subsidies for children's health and related programs 
are already flowing through more than 100 different fed­
eral programs, which generate substan'tial state and local 
community matching contributions as well and create at 
least an optimistic starting point for thccretical discus­
sions of how a universal program of children's coverage 
could be financed. Opportunities abound also' for doing 
creative things with the children's health care'delivery 
system and its supporting mechanisms. Many state and 
local initiatives have made considerable progress knitting' 
together networks of providers, schools, churches. social 
service agencies, and philanthropic sources. 

"All this is doable. arid it doesn't break the bank." 
says Charles LaVallee, executive director of the Western 
Pennsylvania Caring Foundation Inc.• a model local pr0­
gram launched in Pittsburgh in 1984 by Blue Cross of 
Western Pennsylvania for children of Unemployed steel 
workers ,which has been replicated at least in part by 
more than 20 other Blue plans and has been built on in 
several state programs. 

1',HII"III..'1 ,\: (11,1\ Robert Cunningham, Editor 
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The principle"of local initiative "is something we lost 
in the health care debate," says laVallee. "You say to 
someone, '37 million urunsul:ed' or '10 million kids: 
which is what we'saw in the GAO report. and I think the 
average person gqes, 'Oh, brother, what can I do?' But if 
you tell them '1,000 in your county; 100 in your child's 
school district.' all of asudden people's eyes open and 
they go, 'Well, we can be a part of thaL'" 

But synergy can't be legislated. Ifuniversal coverage 
for children catches on as next year's consensus health 
reform issue, the trick will be to make national policy that 
stimulates local e'nergies rather than stiffing them. . 

Visions and' Revisions 

Testifying to ,the depth of bipartisan interest in major 
health system ch~ges for children, a former official in the 

. Bush Administration presented the most radical vision of 
reform at this month·s policy forum in Washington. 
Martin Gerry. a former assistant secretary of Health & 
Human Services; called for a thorough rethinking of 
goals. assumptions. and institutional structures involved 
in the provision of children's health and wellness services. 

It would be ,':'a mistake to think that we can buy our 
way out" with ~, system built on professional services. 
Gerry argued. His proposal. developed at the University of 
Kansas where Gerry heads the Center for the Study of 

I ' 

Family, Neighborhood and Community Policy, is predicat. 
ed on a broad. nontraditional concept of health encom­
passing food and shelter as well as school. family and envi· 
ronmental factors~ Among the negative health outcomes of 
the current system. he cites not only poor immunization 
and low birth weight rates, but also "serious difficulties in 
learning as a res~lt of depression and anxiety.•. high' rates 
of undemouris~ent and malnutrition, accidental i~jwy, 
abuse and neglect. and hi~risk social behaviors." In a 
paper presented ilt the forum, Gerry warned that poor child 
health and wellness outcomes presage "serious long-tenn 
economic problems for our nation." , 

Most proposals for addressing child health needs fall 
short because of their "failure to focus on the primary 
causes and co~ nature ofmost of the problems." he 

. reasoned. Gerry stressed high-risk' behavior by adoles­
cents involvingdrinldng. driving. drugs, and sex as par­
ticularly glaring examples of the unmet challenges in 
child health policy. 

Accordingly, Gerry's vision of reform entails broad 
but locally base4 parmerships as the fundamental units in 
a new kind of health and wellness system for children and 

. families. The IQcal networks could include schoo,1 sys­
tems, you~ gr<;>ups, neighborhood and civic organiza­
tions, Head Start programs, churches. law enforcement. 
and service age~cies as well as doctors, climcs, hospitals. 
and mental, he~th providers. He calls for creation ,of a 

national child health board to ov~ the promulgation 
of goals and coordination of resource allocation for the 
local parmerships. 

Gerry's proposal highlights a paradox that underlies 
the discussion about children's health reform; Locally 
based approaches with broad community participation 
seem to hold the most promise but also to be the least 
likely to jell as coherent national policy. Historically. 
most attempts to address the special health needs of chil­
dren have been much less imaginative. generally focus­
ing on ways to stretch Medicaid or eke out subsidies to 
qlalce private coverage affordable for working families. 
Radical reirnagining and restructuring of the system of 
care and family support have not been on the agenda. 

Indeed, a review of current policy options entails a 
painful reprise of earlier efforts that fell short. 
Rosenbaum noted. The most obvious example is the 
health insurance earned income tax credit authored by 
former Senator and Treasury Secretary Lloyd Bentsen, 
which was enacted in 1990 and then repealed in 1993 
after a series of malfunctions. President Bush took a sim­
ilar tack with. his 1992 proposal for a low income tax 
credit coupled with a new health insurance deduction for 
higher tax brackets. 

The AAP made its initial "Children FlISt" proposal 
in 1989. to guarantee comprehensive benefits for chil­
dren through age 21 and all pregnant women. The ~ 
posaI was incorporated into a legislative proposal by Rep. 
Robert Matsui (D-CA) in the l02od' and 103rd 
Congresses. with a companion measure proposed by Sen. 
Christopher Dodd (D-C1j but eclipsed by the debate 
over the Clinton plan. Rep. Sam Gibbons (D-FL) pr0­

posed a Medicare model for children during the 1020d 
Congress, and has now renewed the idea in the current 
session as one of several options in the Democrats 
"Families First" election year platform. 

The serious operational problems and eventual 
repeal of the Bentsen tax credit bill warn of the difficul­
ties of a subsidy program built on the employer based 
system, according to Rosenbaum. But io an analysis of 
policy options for children co-authored by GWU col­
league Phyllis Boni, she concludes that "the purchase of 
employer coverage is an essential element of any reform 
plan considered for children in the next few years." 
Despite its weaknesses. the employment-based system 
still insures a majority of all children. and subcracting 
children from that system to create a separate insur8nce 
pool could lead to a catastrophic collapse of the existing 
system for adults. Rosenbaum cautions . 

Steel City Blues 
As with insurance reform and the transformation of 

Medicaid into a state-b8.sed managed care program, 
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children's health refonn is a policy all safety net programs, but is also a 
area that is evolving out of the, inter-process that can create new relation­
play of community, state, and federal ,HN~itherthe general ships and tap new resources. 
experiments 'with' public and private "It's not like you'can just put up 
programs. In this process. western public'nor policy ma~- asignona billboard and say come get 
Pennsylvat:'lia's experience with the e rs understand that your free insurance," says LaVallee. 
Blue Cross Caring' Program for "You really have to work the commu-
Children has been a seminal event. ' the existing system of nity." School systems are major out-

As heartening as the story is, the providing medical cov- reach partners in the Caring Programs 
Caring Program began urider ominous in Pennsylvania and elsewhere, as are 
circumst!lnces, with the loss of :erage for children is' physicians, hospitals, pharmacists, 
125,OOOjobs in the steel industry in the collapsing" churches, 'and social' agencies. 

Pittsburgh area in the early '80s. A Pittsburgh's professional athletes are 

Presbyterian clergyman who in a for~ major public relations' assets in 

mer life had been a steel executive and L....______...:...____---J Pennsylvania. as is children's TV 

a member of the Blue Cross board of ,," immortal Fred Rogers. 

directors launched the effort with a call to the CEO at "We have tried to build it into the fabric of the com-

Blue Cross in Pittsburgh in 1984. The plan had fash- munity," LaVallee says. "We knew philanthrOpy [alone] 


, ioned a low-cost product for unemployed steel workers couldn't solve it. But ifyou could develop a model with a 
the previous year; and responded to the new request by strong provider network. administrative efficiency. and 
negotiating special rates with providers, focusing on pri- outreach expertise, if you 'could put those components 
mary care, donating administrative costs, and matching' together, you would be in a position later to receive Iaqt. 
private donations to subsidize children's coverage for er dollars and help more kidS, and that's what happened to 
the city's new echelons of working poor. us:~ he says. "Now we get more money in a month from 

LaVallee remembers a fund' raising event in 'the cigarette tax than we do in a year of fund raising. 
Lawrence County, about 65 roiles from Pittsburgh, where which was a dream come true." 
three local hospital executives convened a group of 100 The GAO reported early this year that in 1995, ],1 
community leaders to hear his pitch. "I told them none of states had either public or privately funded children's 
their money would go down to PittSburgh. It would all health insurance progralTis, including 14 state-sponsOred 
stay right here," he recalls. "In one' night they raised programs, funded primarily with public dollan.. 'I'be 

j enough for a third of their kids." largest of the state programs" New York's CQjld Health 
'The success of the Caring Progra.nl in western Plus, had nearly 105,000 children enrolled in primary 

Pennsylvania can be measured by several indicators. 'The care coverage in 1995 on a budget of $76.5 million 
program has provided free private covera8e to 45,000 funded by a surcharge on hospital rates and beneficiarY 
childre~ since 1985. It has been replicated by other Blue cost sharing on a sliding scale. according to Lazarus and 
plans in 23 states serving an estimated 120,000 children in Lipper. 
1995. And it fonns the fOundation for a state-sponsored. The largest· Of the state experiments, apart from 
tax-supported ctUJdren's h~th, insurance program that Medicaid expansions and a major stale prog~~Irkjn 
was created in Pennsylvania in'l993 and currently pro- . Minnesota that has now been rolled into' Medicaid. 
vides subsidized coverage to 50,()(X) kids. Blue Cross and served respectable but limited numbers in 1995. They 
Blue Shield Caring Programs in othCr states have also include: 
given rise to a variety of public-private hybrids; . • the Florida Healthy Kids Corp.• with 13,500 enrollees 

But the mqst significant lessoll'" from the receiving inpatient and outpatient coverage on a $12.2 
Pennsylvania experience may lie in the progression of million budget that includes state and local communi­
the Caring Program from a bare bOnes subsidy for limit- ty funding as well as cost sharing; 
ed primary care benefiis to a much more comprehensive • the Massachusetts Children ·s. Medical Secunty Plan. 
program built on extensive local provider and support with 16.400 children covered for primary care and pre;. 
networks, which was also politically attractive enough to ventive services on a $14 million budget funded by a 
win tax funding. ' state cigarette tax and cost sharing; and 

In the process of building the program, the western • California's Access for Infants and Mothers, which 
Pennsylvania community has created interlocking net- provides comprehensive benefits to 11.000 children on 
works of institutional support that bring Gerry's notion of a S58.million budget also funded by a tobacco tax and 
community child health partnerships to mind Reaching cost sharing. 
out to engage underserved populations is a crucial piece of The GAO notes that the New York program coyers 

http:Progra.nl
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only about one-fifth of the state's half-million uninsured 
children, and that the dent made by o!her programs was . 
usually even smaller. Similarly, even the most energetic' 
private efforts may have only minimal impact. 
Confronting hard core rural poverty, for example, Blue 
Cross and Blue Shield of Alabama's Caring Program 
has been providing coverage since 1988 and has woven 
a network of 6,000 providers. But in 1995 the program 
covered fewer ~an 6,000 of the state's 156,000 lmin­
sured children on its $1.2 million charity budget 

"Almost all of these programs have had to restrict· 
enrollment and! develop waiting lists of children who 
could not enroll because of insufficient funding:' the 
GAO report observed. Lazarus and Lipper cite a 1995 
National Governors Association estimate that 317,000 
previously unin~ured children have obtained new cover­
age from state financed programs. "However, important 
as they are, state-level programs are generally modest 
and their effects are proportionally small," they note. 
and state officials are bracing themselves to cope with 
new increases in the ranks of the uninsured as planned 
Medicaid austerity measures take hold, 

"You Don't Need $10 Billion" 

In its most recent report on uninsured children in 
June, the GAO estimated that of 14.3 million children 
eligible for Medicaid, 2.9 million. more than 20 percent, 
were for some reason not enrolled and not receiving 
benefits under'the program - were, in.other words, still 

, effectively uninsured. Lack of knowledge. procedural ,. 
barriers, unwillingness to accept public handouts, and 
provider availability all seem to contribute to the gap. 

The GAO'notes that outreach to children's families 
in the traditional Medicaid fee-for-service program "has 
focused more on encouraging the use of preventive care 
by enrolled children than on informing nonenroUed 
families thattbeir children may be eligible." The report 
goes on to say that, "Fiscal pressures may have made 
some states less interested in expanding the number of 
children receiving Medicaid than they were several 
years ago." .i 

Similarly. managed care plans in states with 
Medicaid waivers have little incentive to beat the bush­
es for Medicaid eligibles. as traditional publicly-funded, 
mission-oriented safety net providers such as communi­
ty health centers have done. Currently, health centers . 

and public health agencies provide many essential pri~ 
mary care services such as irn.munization and screening 
to uninsured children. But they have been subsidizing 

. these services through the bounty of the traditional 
Medicaid fee for service program. which pays health 
centers on !he basis of costs. As states turn to capitated 
payment for Medicaid. these subsidies will quickly dry 
up., Rather than masking. the decline in employment 
based coverage for children, the impending contractions 
in Medicaid funding are sure to exacerbate it. Not only 
will coverage ebb, but the already tenuous community 
infrastructure that links children with serVices may 
begin to crumble. 

Democrats are offering a range of proposals. Earlier 
this month, Rep. Frank Pallone (D-NJ) outlined a 
"'kids-only' insurance" concept !hat would require any· 
insurer that does business with the federal government 
to offer comprehensive policies for children under 13. 
Such co:verage could be underwritten for an estimated 
$1,000 per child per year, and the proposal includes 
unspecified subsidies. Gibbons proposes a similarly 
ambitious program of comprehensive coverage modeled 
on Medicare. The Republican majority counters by 
referring to its 1995 $500 per child income tax credit 
proposal as a more prudent approach. 

If the least common denominator turns out to be a 
modest subsidy program, and Congress miraculously 
comes to closure on it, the deterioration of the existing 

. system might be at least temporarily checked. But 
Gerry's theoretical model as well as the Blue Cross 
experience in western Pennsylvania suggest that with or 
without subsidies, the responsibility for building an ade­
quate infrastructure of children's health services will 
ultimately rest on state legislatures, town and county 
governments. school districts, municipalities. hospitals. 
clinics, doctors, nurses. druggists, nonprofit social ser­
vice agencies. private insurers, the business community. 
families, neighborhoods. churches. and friends. 

"Taking care of our children is a rather simple issue. 
Unfortunately we have politicized it and we've over­
complicated it," says laVallee. Policymakers too often 
excuse inaction by citing the overwhelming numbers. 
wringing hands over where to find $1,000 each for 10 
million uninsured kids. "'That's not the reality. You don't 
need $10 billion because they're not all going to ,come 
right away. You gotta find them first." -R.c. Next week: 
community health centers and managed cal'll. 
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MEMORANDUM 


TO: Chris Jennings 


FROM: Irwin Redlener. MD~- . 


DATE: July 19, 1996 


RE; Proposed New Child Health. Access/Medical Hom.es Initiative 

Although efforts to create a stable~tional health care safetY net for all children need to 
continue, it is not likely that an econoiIlically and politicaUy viable mechanism to do so will arise 
any thne soon. Proposals which have been discussed in the past, including those generated by 
political leaders (Senators Dodd and Kerry among others) or organizations (e.g., the AAP) . 

.should continue to be evaluated and fme-tuned: In the meantime, there are reasons why. a bold 
------Presidential initiative in this area might be important and particularly timely. Justiflcations for 

s:uch an effort include: 

1) There are already known lobe at leas'!: 10 million children who have no health 
insurance coverage whatsoever, public or priva[c. In addition, as we have discussed in the past, 
The Children's Health Fund wil1 issue a report early this fall suggesting that 22.1 million of 
approximately 72 million 0 - 18 year olds do not have a stable medical home and will be 
labeled as "access fragile" and "medically homeless ll 

.• 

2} The President has been. and should continue to be underscoring his 
administration's corrimitment to the h~lth and well being of American families and children. 
A major initiative that could potentially be developed with existing funds would be most 
appropriate. 

3) In the-' rapidly changing health environment, including the continued growth. ot 
managed care presence and a redermirig of the role of existing inStitutions like academic medical 
centers, there is an excellent opportunity to introduce a new concept. 

I am proposing the creation and announcement of a major hew program entitled something, on 
the order of "Medical Homes for America's Children: Helping Families and Communities. 
Identify the Resources They Need". The idea here is not to establish new govenimcnt health 
service delivery programs but to give aid to states, communities and local institutions in order 
to expand the availability and accessibility of medical homes. 

In essence, this means a new grants program which I would suggest be administered through 
states and localities, providing money for existing institutions to expand medical home access 
for .~hlldren i!l ilieir catclunent areas.' particularly in medically underserved communities. The 
program, in effect, acknowledges that there are serious resou.rce and access distribution probleIfis 
in many parts of the country. Funds provided under t:his program would go to existing health 
care institutions with a mandate to create satellite services in underserved areas to provide 
comprehensive medical homes for children who are not getting approp.riate care. 

Chris. let me know how I might be helpful in exploring further details as needed with respect 
to this concept. 
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FOlTR APPROACHES THE U.S. COULD TAKE 

TO PROVIDE HEALTH COVERAGE TO MILLIONS OF 


UNINSURED CHILDREN 


In 1994 alone, almost 1 million of this country's children lost their 
medical care coverage. That number continues to rise, primarily due 
to a rapid collapse of employer-based health insurance for 
employee's children. Given this trend, The Robert Wood Johnson 
Foundation commissioned health care experts from a broad 
ideological spectrum to identify what the nation can do to provide 
our nation's children with the health care coverage they need. These 
experts presented four proposals that the nation could adopt to solve 
this problem. (See attached summaries) 

For a complete copy of the papers, "Providing Universal Health 
Insurance Coverage to Children:' Four Perspectives," please contact 
The Robert Wood Johnson Foundation at 609-243-5931. 
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McManus Health Policy, Inc. 


Options for Children's Universal Health Access 


Option 1 - A Voluntary and Option 2 - Basic Health Option 3 - A Community 
Incremental Approach Insurance and a Special Wrap. Formula-Grant Approach 

Around Plan 
Basic Approach Builds on existing systems by Expands access to basic health A new state and community 

adding two new programs. Health insurance through employers and formula grant program would 
insurance purchasing cooperatives Medicaid. Establishes·a new replace all existing forms of health 
would be created to reduce public "wrap-around" health insurance and publicly funded 
insurance costs and increase family . insurance plan to meet the special children's health programs. 
choice. Premium subsidy programs health needs of all children. Communities would decide how to 
would be created to help families use grant funds in meeting their 
with uninsured children purchase children's health needs. 
coverage. 

Eligibility All children could obtain Basic coverage would be provided All children would be 
reasonably priced health insurance through expanded employer and automatically enrolled for coverage 
through employer-sponsored . Medicaid coverage, including in the new community service 
coverage, Medicaid or the premium subsidized premiums. A new delivery system. 
subsidy programs. supplemental insurance program 

for all children would be created 
for specialized service needs. 

A standard schedule of benefitsBenefits The basic insurance benefit The benefits would be 
would be created, similar to those package would offer traditional comprehensive and include both 
offered by large HMOs. This medical services. The public wrap- traditional medical services and all 
schedule would be used by plans around plan would include therapeutic and other services to 
participating in the purchasing comprehensive therapies and other meet children's specialized health 
cooperati ves. services needed by children with care needs. 

chronic physical, behavioral, 
emotional and developmental 
conditions . 

•jf' -. 



,----~ 

Option 1 - A Voluntary and 
Incremental Approach 

Option 2 - Basic Health 
Insurance and a Special Wrap-

Around Plan 

Option 3 - A Community 
Formula-Grant Approach 

Administration The premium subsidy program and 
purchasing cooperatives would be 
operated by states under federal 
guidelines. Medicaid agenCies arid 
premium subsidy program 
administrators would purchase 
coverage through the cooperatives. 
Employer participation would be 
encouraged. 

Basic health insurance plans would 
be provided by Medicaid and 
employers. The wrap-around plans 
would be administered by new state 
agencies under federal guidelines. 

Operating under federal guidelines, 
new community child healthy 
development agencies could choose 
to purchase private health 
insurance, provide for direct 
delivery of services, or some 
combination of both. 

Financing The purchasing cooperatives would 
be self-fun(kd. The premium 
subsidy programs would be 
financed federally and could be 
funded through a variety of means, 
including a hike in tobacco taxes. 

No new funds would be required 
for basic health insurance. A 
federal children's health care trust 
would be created to finance the 
wrap-around plans. Monies would 
come from discontinued public 
programs such as M CH block 
grants and special education, and 
new taxes. 

A federal children's health care 
trust would be created to finance 
services through formula grants. 
Monies would come from 
discontinued programs, such as 
MCH block grants and special 
education, and new taxes. 

Strengths The approach is based on 
volunteerism rather than mandates. 
Managed care and increased 
competition would be used to 
achieve savings and increase 
choices. Only modest increases in 
public spending would be needed. 

~-~ 

Children's health care needs, 
including developmental and 
chronic care needs, would be 
addressed in a comprehensive 
fashion. Categorical programs for 
children would be eliminated and 
replaced with uniform coverage for 
all children. 

Communities would be empowered 
to address the health care needs of 
their children. All children would 
have access to a comprehensive 
array of services. Inefficient 
categorical programs would be 
eliminated. 

Weaknesses Would not result in universal 
coverage. Builds in inefficiencies 
and waste in current system. 
Reduces pressures to adopt 
fundamental reform. 

---­

Significant new revenue sources 
would be required to provide 
supplemental coverage for 
comprehensive services. 

~--~ 

Differences in access to services 
could result across communities. 
Some communities would fail in 
their attempts. Significant new 
revenues required. 

-:­
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Options for Children's Universal Health Access 


Basic Approach Voluntary and universal approach; builds on existing system by offering insurance subsidies to families with 
uninsured children to buy into employer-sponsored health plans; retains Medicaid for low-income children 
with no access to workplace coverage and for children's chronic and long-term care needs. Federal grants to 
states to develop purchasing pools for enrollment of uninsured children without employer coverage in plans 
meeting specific standards. 

Eligibility All children could obtain reasonably priced coverage through employer-sponsored health plans, state 
purchasing pools, or Medicaid. 

Benefits A standard schedule of benefits would be provided, including coverage of preventive services, medical care, 
hospital coverage, laboratory and x-ray and other diagnostic services; short-term rehabilitative services, 
prescription drugs, and other services commonly used by children; Federal guidelines for family coverage 
definitions, deductibles and copayments. 

Administration The purchasing pools would be operated by states under Federal guidelines; premium subsidies could be 
administered either at the state or Federal level. The existing Medicaid Section 1902(r)(2) option would be 
retained to permit states to cover any child with a need for medical care but would be modified to permit the 
use of premiums in the case of families with moderate incomes or higher (in excess of 250% of Federal 
poverty level). 

FinanCing 

Strengths 

Weaknesses 

Once established, the purchasing pools would be largely self-financed. Federal grants would be available to 
states to develop pools. The premium subsidy program would be financed federally through general and 
dedicated revenues (e.g. tobacco tax). Depending on family income, premiums wo~ld be required. 

Voluntary approach rather than mandate; builds on familiar approach; existing system of employer-provided 
coverage; retains children who are less costly to insure in the financing base of employer plans, thus keeping 
adult coverage more affordable; encourages employers to continue dependent coverage; state purchasing 
pools would increase choice for families; retains Medicaid for types of services employer plans unlikely to 
provide; politically more viable because not a mandatory approach and not threatening to employer plans. 

Would not result in universal coverage; expansion of coverage for children directly related to the generosity 
of the subsidy structure; retains the inefficiencies and lack of portability inherent in employer coverage for 
children; exacerbates the problem of lack of cons,umer protections for individuals under ERISA-covered plan 
because children currently in Medicaid where some protection exists would be moving into employer plans 
where virtually none does; reduces pressures to adopt fundamental reform . 

.,.. . 




The Center for the Study of Family, Neighborhood and Community Policy, The University of Kansas 


Options for Children's Universal Health Access 


Community Child Health and Well ness Systems 

Basic Approach A new trust fund-financed network of community child health and wellness systems would replace all 
existing public and private health insurance for children and all publicly funded children's health programs. 
Community systems would set priorities and design the infrastructure to respond to a wide range of child 
health and wellness needs (including information, clinic;ll preventive services, active care and treatment, and 
health maintenance.) These systems will also address complex wellness problems (e.g., depression) and 
cross-cutting health and wellness issues (e.g., prevention of adolescent pregnancy). 

Eligibility Universal for all children (aged 0 - 17), pregnant women and new mothers. 

Benefits Comprehensive and tailored to individual communities. Built around 12 core capacities, including sick child 
care, food and nutrition, emergency shelter, environmental health and prevention of high-risk adolescent 
behavior. 

Administration A combination of community health and wellness partnerships and local child health and wellness consortia, 
with state certification, oversight and equity protection. Systems are designed to link naturally with other 
children's services and community-building and revitalization efforts. 

Financing Through the reprogramming of existing funds and a new, dedicated Federal payroll tax. Incenti ves are 
created for prudent purchasing leading to positive child wellness outcomes. Global budgets provide 
automatic cost-containment, and local negotiation of provider fees permits elimination of intrusive managed 
care approaches. 

Strengths Universal access to care; creation of a primary care infrastructure for children; comprehensive child wellness 
orientation; community-owned, managed and accountable; stable and dedicated financing structure; built-in 
cost containment and incentives for prudent, outcomes-driven management; potential cost-saving to business; 
and elimination of current interference by managed care strategies in the provision of care. 

Weaknesses Significant new revenues required; major investment in community capacity-building; potential for 
equity/fairness problems; untested in the United States . 

.,. .. 




Hudson Institute 


Options for Children's Universal Health Access 


Option t -The Longer Term 
Repeal tax exclusion for health insurance. Credits 
allowed/required for purchase of health insurance. 

Option 2· The Short Run 
Piggyback on the welfare reform debate. 

------------- ­

Basic Approach Wait as political support for the health insurance tax exclusion 
erodes, with ever smaller shares of the population covered, and 
finally collapses as Baby Boomers contemplate retirement. Uses 
resources made available by repeal to allow/require purchase of . 
health insurance through tax credits. Those resources approximate 
those necessary to purchase high ded!Jctible policies. As employers 
exit the health insurance market because repeal removes their reason 
for being there, "reverse" Medical Savings Accounts become 
prevalent. 

Utilizes the welfare reform debate to address the question of 
coverage for low income families generally. Uses AFDC-Medicaid 
funds in a particular state to establish an income based sliding scale 
of health insurance subsidies for low income families, both former 
welfare recipients and former working poor. Preferred arrangement 
would be subsidized MSA's. 

------------- ­

. Eligibility All children would have access to at least catastrophic coverage. All low income households. "Low income" would be determined in 
each state by AFDC-Medicaid resources, numbers of former welfare 
recipients and working poor, and the phase-out schedule calculated 
by authorities. 

Benetits Would depend upon the type/deductible level purchased. At a given income level, would vary state by state. 

Administration Would be handled by a more competitive version of the current 
individually-acquired insurance market. Purchasing "cooperatives" 
might be arrived at through voluntary arrangements: place of work, 
churches, etc. 

Could take a variety of forms. Authorities could purchase a blanket 
high deductible for enrollees. 

Financing Self-financing Self-financing 

Strengths No "new" public resources needed. Prevalence of "reverse" MSA's 
should produce cost-controlling pressures. Relies on a broad 
political consensus that is highly likely to evolve naturally. 

No "new" public resources required. Uses a political debate that is 
taking place anyway to force the political system to address health 
coverage for low income families generally. Coverage for "low 
income" (often uninsured) families would be universal. MSA's 
would teach a sense of personal responsibility to former welfare 
recipients without risk of catastrophic consequences from unwise 
behavior. 

Weaknesses 

c.. 

Very long-run strategy. Requires 10-20 years for the political 
consensus to evolve. Does not wholly address the question of 
below-catastrophic coverage. 

Not every state will tackle major welfare reform. Requires 
acceptance of a new lower-class entitlement. 

"II' r:" 
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Option 3 - The Short Term 

COBRA counseling. 

Observes that many employers fail to notify leaving employees of 
COBRA rights. Many state Unemployment Compensation agencies 
also do not do so. Uses small "planning" grants to encourage UC 
agencies to inform new registrants of COBRA rights. 

Basic Approach 

Employees and their children who would have bought COBRA 
coverage had they known about it. 

Eligibility 

t-- - - ---_. 
Benefits For one year, former employer's insurance coverage. 

Former employer. Administration 

Voluntary, from former employee. Financing 

Immediate, simple, cheap. Strengths 

Targets only a particular subgroup of uninsured; those COBRA-
eligible, uninformed about COBRA, and unwilling to buy more 
expensive individually-acquired insurance but willing to pay the 
COBRA amounts. 

Weaknesses 

Option 4 - The Short Run 

Make the ElTC a better vehicle for purchase 


of health insurance. 

--- .­

Low income uninsured have a "liquidy constraint" in using 
their future .lump sum ETIC payment to purchase health 
insurance should they so choose. Uses either private markets 
or a transferable credit to facilitate health insurance 
purchase. 
All EITC recipients. 

Whatever health insurance ElTC recipients might choose to 
purchase . 

. Would require cooperation of IRS and state employment 
authorities. 

Self-financing. 

No "new" public resources. Utilizes existing vehicle already 
targeted to low income families with children. 

Administrative problems may be large compared to benefits. 
Targets only a (possibly small) group of ETTC recipients who 
want to buy health insurance but cannot budget for it. 



, ­
Kids coverage - specifics beyond original proposal 


1. 	 Benefit package - as noted in draft (whatever policy the carrier offers in the federal 
program) -note - she will consider narrowing benefit package if needed based on costs . 

. \.-r~ance refonn: KIK rules; allow Ii month pre-ex exclusion; for newborns, no prewex 
ifenrolled w/in 30 days: . . '. '_ . 

3. 	 Substitution: Clear intent is to target program on those w/outemployer based or public 
program. coverage; presume state Medicaid maintenance of effort to preclude state 
coverage cutbacks; employer criteria still unclear: for purpose of initial estimate. we can 
set parameter for definition ofemployer offer (Le., "x" percent" employer contribution 
required for offer) 

4. 	 Subsidies: form, schedule still pretty open ­

a. 	 In general, would provide subsidy for 50-80 percent ofpremium 
b. 	 Form ofthe subsidy could be deduction, ~d1or credit 

The obvious problem is that we need specifics to do estimates, but need estimates to do 
specifics. As an intitial step: 

c. 	 We should assume some gross subsidy levels (without getting into form in which .. 
the subsidy is prOVided through the tax code). The following assumes a low and 
bigh end subsidy for two :income groups. 

Portion of premium subject to subsidy 

Income> IIX" 

percent 
Income < Itx" 

percellt 
poverty poverty 

Low percent 10%25% 
subsidy 

25%Higher 50% 
percent 
subsidy 

Note: there is no merit to these percentages - simply wanted to establish framework for 
initial analysis. 

The initial questions would be to estimate the premiums for such a plan, and the take up .rates, 
. and selection issues. Based on that,. would then begin to get into more detail wI Treasury and 

OMB on form oftax subisdy by income level. 



________________ __ 

, ,.....-.,. 
;,/ .: \ ... _", 


{, 


.' - DEPARTMENT OF BEALm AND'HUMAN SERVICES 
ASSISTANT SECRETARY FOR PLA.NNING AND EVALUATION 

, OFFICE OF HEALTH POLICY 

-----------, --­

PHONE: (202) 690-6870 FAX: (202) 401..7321. , 

... 

Date: 
,~ rfJ, 0) -()'

From: __ ____________~~~ , To: 
" , 

,Phone: (202) 690- ___-..:-_ Phone: ____________ 
(202) 690-6870 

F~;,FAX: 'ap2) 401~7321. 

Number of Pages (Including Cover): ;;t-.. . 

~t- h/I~ - vf ,I, ,W\ O~ /( ~lJ2L,~jp 
. Comments: . I~ VUe. ~ (f~ fref.uv1,~ MJ,M.P-U 

tzvJ.<]! M 'f/ii; . . , ' 

TOO/TOO ~ TG£LTOt zozQ. 6t:60 96/LVLO 



- " H E A L·T H. 
; w 

-. .,',.• 
Children's Crusade 

There's at least 
$16 billion available to 
"help more children get 

health care.lut on 
Capitol Hill, there's a 

bitter dispute over how 
the money should be 

spent. Give the states 
the money, some say, 
and let them bolster 

novel health care 
programs such as 

Florida's Healthy Kids. 
Others want to 

.expand Medicaid., 

BY "MARILYN WERBEI 
SIRAFDNI 

H
OllY HIll, FlA.-Wh~n 
Marlene Telfare took her 10­
year-old son. MiChael Smilb. to 
the Halifax: Hospital ~mergency 

room lust year. his high fever wasn't the 
only thing worryin~ h<:r, Medicaid had 
dropped Michael's covera~!! six months 
earlier. "Oh. my gosh:' Tetfare said, 
"the" didn't want to see him at ,,11,­

T~lfare. a single mother of two who 
eurn$ $:::.000 a war. reluctant!\' du~ tJl.1t 

h.:r Cfedir caru 'anll ,kcidl:d that sh-: 'd 
dl:al with hIJW to pay the SSOO bill ~tnulh':t 
d"v, ForlUna!\!lv. Michael was tinl! and 
th~ huspital fot.!1uvl! (he bill. Bur what· 
about l!etting Mkh:ttd inSUiJncc·.' T<:lrilrl! 
makl!s~ [00 ~uch money to qU~i!ify (or 
Mcl.IlCairJ. Her job doesn't offl!r he~llth 
insurance to m:w empk.\ye~!>. and puyin~ 
an in<.lividual polil.')' is just too I!xpt!r1sivl!. 

Tdrare turncd to the state's Healthv 
Kius progrnm. Michael is on\! of 60.0()O . 
children in Florida who next yl.!:.\r will ~ct 
ml.!uil.';11 care through Heulthy Kids. Local 
and stute governments subsi<.li;:c (he cov­
e~jge. then p~lrents pu)' on n sliding SC:.l11,! 
depending on what thc.:y can afford. Td· 
farc. for exampl~, pays a $10 monthly 
premium (some peoplt! pay a~ much as 

$SO). plus modest co-payments for ot"fice 
visit~, prescription drugs and other medi­
cal SCI",rices. 

As Congress and the Clinton Adminis­
tration a~oni2e over providing health care 
to the nadon's 10 million uninsured chil­
dren. h~.:llth polk')' unalysrs arc looking to 
,tatc programs like Healthy Kids for 
),::;sons. During thl! past several yeufs. 
many states have established health C'JfC 

programs for uninsured children. Their 
approaches vlIrY. from puhlic.privatc 
partnl:rships such as H(:;lltl)y Kids to 
expun~ions of Ml:dicaid programs. 

In Washingmn. for 0nc~. finding the 
munl.'Y isn't the pmblem. As par! of thl.! 
proposed budge! de:lL Republicans ;.Ii'll! 

Democr;.Hs hav\! agreed to approprhut: 
S16 billion on children's hC:Jlth C'Jre over 
five ve'II;;. 'Ill\: Senate :J.!!;reed to nn addi­
tional $~ billion. which ~·ill be fumk:d bv 
an increase in the excise IU,,'( on tobacc:~. 
ThI: House :lnd $I!n:.lte will h1.lve 10 
resolve thl.:ir differences. But the bilZ(!l!f 
question is. how do you sp.;-nd the mon<.:~, 
so a~ to d<:liycr health care to the most 
children? Members of Conll:ress an: 
divi<.kd over (he issue, ~ 

Some key Members of the House as 

Medicaid didn't pay for Michael Smitlrs hospital care, but Healthy Kids wilt 
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well as the National Oovemors' Associa· 
tion (NGA) prefer block grants for ~he 
states. The money in the block grants 
would allow states to expand Medicnid 
eligibility to some children whose families 

,now earn too much to qualify. The states 
,could use the money to reach out to the 
three million kids nationally who now 
qualify for Medicaid but who aren't 
signed up. They CQuld also use the federal 
dollar~ to stan programs such as Florida's 
Healthy Kids. Or the states could 
approve tax credits that would allow par­
ents to buy insurance to cover their chil­
'dren, Or states could do some of each. 

The states. according to the NCA. 
have the: experience to make the best 
'health insurance decisions, and Congress 
should give them the flexibility to do so' 
Thev alreadY cover a tomi of 17 million 
children on'Medicaid and regulate pri­
vate insurance. 

"Sr(ltes can use [the block grants') tle:-;i· 
bility to design new programs to fill gaps 
in existing sYStems of care, Or, funds 
could be used 10 expand existing pro­
grams to reach new populations," says un 
NGA pOSition paper_ 

But critics complain that there's no 
I1ccountabilitv with block erants. "You 
don'l eive monev to 1!overnors who are 
under"(fin;\rl~i;}iJ pr~ssure and hope 

viding health care to .n 
child costS $900 a Year, 
according to a re"cent 
report by the Robllrt 
Wood lohnson Founda­
tion. a nonprofit organi­
zation bused in Prince­
ton, N.J. The federlll, 
~overnment and the 
states split the cost. and 
the family usually pay:> 
nothing. Healthy Kids 
pays selected Florida 
health maintenance 
organizations (HMOs) 
about $612 annuallv to 
cover a child for a vcar. 
the report said. The fed­

eral government kicks in 
nothine: the state, the local 
government. the families 
and sometimes medica! 
providers in the communi­
tv foot the bill. 
• Medicaid is expensive 

because: it offers numerous 
benefits that children don't 

. need, said Rose Naif. exec­
utive director of the Flori­
da He~lthy Kids Corp" II 

nonprofit company that 
runs the program for the:: 
state, "Kid.s arc basicallv 
healthy. and rc:'aUy high'­
cost services aie rilrely 
needed:' she: said, 51,) whC:n 

they'll use it for kids," Sen. John D, (Jay) 
Rockefeller IV, D-W.Va.• said. "It might 
end up transporting seniOrs to centers 
where they can get nutritious meals, and· 
that's good. but it's not going to kids," 

Some states might use the federal dol· 
lars to replace state money currently 
being spent on children's health care, said 
Ronald F. Pollack, executive director of 
Familie$ USA, a nonprofit advocacy 
group. "Some want to provide mOre 
money to hospitals and other providers 
that may serve kids., but maybe not more 
kids:' 

The Senate voted on June 2S to give 
the money to the states through a block 
grant. but only if the states agree to covc:r 
poor children through age 18 under Med­
icaid. The Senate adopted a Finance 
Committee compromise that may further 
complicate House-Senate negotiations on 
the balanced budget bill. 

Finance Commhcee chairman William 
V, Roth Jr., R·Del.. along with Senate 
OOP leadus, had wanted a block grant 
simU..r to the one that the House passed, 
But Rockefeller and Sen" John H. 
Chafe.:. R.R.l" two inflUl!ntilll Finance 
Committee members, offered a proposal 
that would have required states to spend 
any additional federal dollars to expand 

Medicaid enrollment. Chafee argued 
there was no need to crente an exp40nsive 
bureaucra.cy to COver children when an 
efficiE:nt system is already in place. The 
compromise includes elements of both 
proposals. 

Senate and House conferees arc also 
likely to revisit the Senate's new tax on 
tobacco-S8 billion of which is ear­
marked for' kids' health care. The Hou~e 
bill has no such provision. Sens. Edward 
M, Kennedv, D-Mass" and Orrin G, 
Hatch, R-Utah. had originally proposed a 
bigger tax on tobacco. But the Senate 
rejected the proposal when it considered 
the fiscal )998 budget resolution. 

HElfJlNG KIDS 
Divided equally. $16 billion could 

delivc:r $64 million a year to each state for 
five years. In Florida. that would be 
enough money to enable the Healthy 
Kids program to insure al least IOG,nOn 
more children. 

But is il mOrt: cost-effective for the 
states to ct)Ver children with a program 
like F!orida's Healthv Kids or f()r 
Congre!t~ to requirc statis to cover more 
children under Medicaid? Programs such· 
a!'. Healthy Kids appl!:lr to COStless. 

Under Medic:lid. pro· 

• 


0
,
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Medicaid pays an HMO to covel' a kid. 
'here's plltnty in the:! negotiated benefits 
package the chlld will never or rarely use, 
Naffsaid. 

Healthy Kids-wnich gets no federal 
money--can make up its own rules. On 
the other hand, Congress has imposed 
numerouS mandates on the states that 
force them ro provide generous benefits 
to Medicaid beneficiaries. Also, states 
can't ask Medicaid participants to con­
tribute to rhe cost of their care. 

Healthy Kids. cover"ge isn) skimpy. 
The program includes numerous benefits, 
from eyeglasses to organ transplants. But 
there is a limit. There's a. $1 million' life· 
time cap on health care COSIS. (Naff says 
no kid has bumped up against it.) Mental 
nealth visits are limited to 20 per year; 
Medicaid has no such limits. Healthy 
Kids requires 11 minimum co-payment of 
about $3 for ~ach doctor visit and for a 
prescription. Ml':dicaid charges nothing; 
employer plJns charge from $5,$10. 

"We asked. what do kids ntldd. and 
nOt. what did insur~rs wilnt (0 offer, ~ 
Nuff said. The progrum is big on preven· 
tive services. Kids get ch~ekl.lps. which 
include immunizarions. u physical exam 
and lots of advice ao()u! safety and nutri­
tion. . 

OUNCE OF PREVENTION 
In FloridJ. 4-year-old Brandon Jonel\ 

hlld never hud a ch~ckup before this year. 
. Brandon tlnd his three siblings. ranging 

from 2 to 10 years Old. have been lucky:
Even though they participulC in activities 
sl.lch as karllte. none has ever broken a 
bone or been rushed to the emergency 
roOm. 

Their parents earn ub(')ut $22.000 u 
year building pool enclosures, They'n: 
currently self-employed. but even th.: 
companies that Ilad employed them were 
so small they didr.:t offer health insur· 
ance. "When the kids get sick. you'i1like 
to run to the dOCtor or hospital. but it 
eould cost $300. If you don't have it. 
you've got to Stop and think if it's really 
necessary." said Andrea Jon~s. Brandon's 
mOlher. 

With Healthy Kids, though, Brandon 
recently had his first well ness cht:ckup. 
Thc:-se checkups sometimes catch chronic 
but untreated problems. Asthma, for 
example. is an nilment th~t doctors often 
diagnose durin¥ a checkup. according to 
Gemma D'SouZll, a pediatrician with the 
,Healthy Kids program. 

. Florida Health Care. the HMO that 
hOls contracted to treat Healthy Kids par­
ticipants in Volusia County, is not what 
you'd expect from a subsidized health 
care system. It's elean and cheerful, with 
Disnev characters on the wulll$. Patients 
are seen promptly-although some would 

r:llher stay in tile waiting room llnd watch 
Tire Lion King on vidl.!o or run around in 
Ihe well~quipped playmom. 

Healthv Kids officials tout s.?\'erlll Qf 
their program's featllres us innovative. In 
';leI. the Robcrt Wood Johnson Foundu­
don has Sl!t aside $3 million to h,;Jp other 
states repliC"'..m:: Ih~ sy~tem. 

The pro~ram has adopled (I noveJ 
enrollment appro;lch. Sl:hools send stu- . 
dents htJmc with nOtes thul inform par­
ents about Healthy Kids. and parent ori­
entations somc:timl:s include a briefinl: 
about the program. Eligibility is based l)n 

the national school lunch prosc;}m. Fami­
lies Ihat ~re on th~ free lunch program 
and earn less than $19.000 a year pOly 
from S5·$1O II month in premiums: f~mi­
lies on the reduced,p<.Iyment lunch pay 
S15-$20 in premiums: f~milies e:lfning 
more than S2:W!)O pay the entir.: premi. 
urn. Overall. families contribute 35 per 
cent of the program's cost. In 1998. fllmi­
lies will pay an estimatad total of 5[1.6 
million, Meanwhile, Rorida kicks in $16 
million, and the rest comes from the h.K..I1 
communities. 

The extra federal money rn:.lV COme tn 
handy for expansions that program offi­
cials would like to make. Hl'la[thv Kids's 
great~st limitation: The: progmm'doesn'( 
pay for children under 3 ye~rs old. 
because tlley are the costliest group of 
kids to cover; "The l-to-2-yt:ar-olds use 
health COre at a higher level thlln :; and 
up. It's a m.oney deciSion that we madt:," 
said Deanna Scha~ffer, executive director 
of HealthY FamilieS. which administers 
the Helllihy Kids program in Volusia 
County. 

Healthy Kids pays for checkups that catm chronic but untreated conditions. 

ADVANTAGE MEDICAID 

Exp:lni,lin!:i M.:dkaiu also has ad\'an­
tUIJI.."S. For st:.lrfet,s. thl.: stat..::; alrc:lu\, h:lw 
M'".:uit:aid programs in piac\.:. Rhude 
IslunJ pools all of the uninsured kids into 
one pm/;!:ram. called Rite Carl:. That 
!oti\'t~s th~ Stilte <:nou!!h k\'er:l!!e: to S":Cur<: 
fu\'oruble firHlncial'd..:ais with nutnagcl.! 
can.: plans that serve: chilurl.:n. 

Thc.:n.: 's [11:;0 lc:ss c(mfust(')n for famili.:s 
in Rlh)d~ I~land than in sttlt<!!) that have 
mON than onl.! program for uninSUf<:d 
chilurcn. said Christine C, F..:n!uson. 
director of Ihl! state's Departm,nt of 
Hum:lf1 Sel'\'iCell (and u former Ch;Jfee 
aid~), . 

All uninsured ki<.ls in Rhode Island are 
eligible to join, The program ';OSIS SB.t.O a 
ye:.lf pl!r child, It has reduced both chil­
dren's ~mergency room "isits and their 
hospital use by more thun 3 third. Unlike 
Flori<hl's Heahhy Kids. Rhod~ Island'~ 
RIte Care covers children under 3. :md it 
has improved the health I,;ure of I!xptlctant 
mothers. After enterin!): RIte Care. more 
women got early prenata! c;lre and fewer 
pregnm'1t wom.;n smoked. 

SQ why don't all Members of Congress 
support using the $16 billion to expand 
lYh:dicaid programs, as ChMe.: and Rock­
efeller want'? One rcason is. MediC:.lid has 
SOme problems. U's perceived as a huge 
government bureaucracy. and mOst Re­
public:lns would prefer to hand over th~ 
dcdsion of what to do with the money to 
the states. 

As many as three million of the 
nation's 10 million uninsured children 
q1.l:llify for Medicaid. but their families 
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•don't p<lnic:ipatc: in the program. Nobody grams can continue and even expand. had been earmarked for indigent cnre. In 
is sure why. Part of the problem is thm 'Muny involved in the debat,e think there's another county, which dOC!in't have a has­
some families don't want to be viewed as a place for both an expansion of Mc:di- pital lax, the community collects vo/un­
getting welfare handouts. according to c3id ,and innovative state program!i-or tary contributions from hospitals. Naff 

.some health policy analys~s. even a combination of both-if there's' says they're willing, to pa.y because it 
Many Florida residents have demon- flexibility. , keeps th!=m from doling out free 

strated their dislike for Medicaid. Hun~ "Our goal is for kids to have coverage," (although expensive [Q them) emergency 
, dn::ds of families in Volusia County that H~a1thy Kids' Naff said. 'f Any vehicle room care for basic services that a doctor 
are on Medic~id have applied for the thai creates more access is a good thing. could handle. 
Healthy Kids program. .' With Healthy Kids, we're meeting ~O per' "All health care is IOCi.\I, like politics," 
. A recent gurley of the Healthy Kids cent of the need [in AOfidaJ, bur ifll obvi· said Steve Freedman, who came up with 

applicants indicated that the families, ously not the'answer for everybody." the ide~ fo~ Healthy Kids and'who now 
wanted to distanCe themselves from the Medicaid and independent programs sits on the hoard of the Florida Healthy 
&overnment Medicaid program., ev~n Kids Corp. "With the Healthy Kid!! site, 
thouSh they'd have to go from payin~.locals came together aml deSigned what 
nothing to paying both premiums and co~ thevwanted for kids," ' 
pay:m:nts. When asked why, one-third of Flexibility 3110wed the Healthy Kids 
the SUI">'ey re~pondents S::lid Healthy Kids pro,s.ram to cut premiums. Within, 10 
was affordable: more than half said it was ,months after starting the program, the 
high-qualit)·;' one-quarter ~aid they pre- contracted managed care plan said that 
f(:rred the;: choiCeS of doelots: and one!- its profit was substantially highcr than it 
qUl.\ner said they didn't Wa\'H governmenl had projected. "They said, 'We need to 
assist::lnce and the stiuma of Medicaid. reduce our premium,' As a board. we 

"I don't know to; much about Medi- talked to them and ~aid, 'We'lI have a eel­
caid. I would rather have a normal in!mr· ebration, we'll show that vou're ethical 
<\nee th.it didn'l involve the governml.!nt lind honest: They reduced thc premium 
so much." a respondent said/Another 25 per cent:' Freedman said. '. 
added: "Medicaid used ttl send, m..::" to a ' As a state agency head. whiCh I W<lS, if a 
poor dOCtor. All th~ir doctorS ate qU:II:ks. compan}' came to me and said they wcre 
I feel that Helllthy I(jd~ wO\J!d gh'" me a :i! making toO much money. m~' responsibil­
better chuice of doctors:' 7! it\' would h;lVe heen to soy. 'Thanks for 

Tel fur<:> ~aid that Medicaid as!ii~ned ~ your candor, and ·now I have to call the 
Michucl to a primury-carc'dbctor ,,:"hosc i in5pcctor gcncml,' The 1cs50n is that ... 
office Wa:> more Ih~tn an hour'S drive from ~ you can trust the I~)cul people to do what's 
their home. And ihc)' encountered long i' in the hest imerest of the kid$.~ , ' 
wuits hcfore the doctm could sec them. :i Sen. Bilt Frist. R·Tenn .. recentlv said in 

BUI while the prohk:m~ surr~~unding : Schue,.r; Medicaid covers younger kids. teRtimony to the Senate Finuncc Commit-
Medicuir.! mn\' he hard to sh'lke. it's tee Ihtlt flexibilitv Ctm heSt he m:hicvcu 
important 10 n'ote thm today's Mcidicaid Clln work cooperatively together, Naff(ht{)ugh ,\ hlod, grunt. "The necdl' of <I 
has chun!!r.:d. While it used ·to he a added. In fact. she is nowsceking a !\'!cdj· state varydcpcndingon a community's 
bureaucratic mess. in many states ifs now caid '\'Iliver [0 allow Health\' Kids to col· employment base. the demographiCS. 
difficult to differemhlte it' from a privu[I:leci Medicaid matching 'funds. Thur provider population and maturity of th..:: 
health car~ plan.' .' would make Healthy Kids a little bit, health cure markct." Frist suid, 

The Robert Wood Johnson' Founda· more like Medic4\id. A federal \\'aivcr is Frist ursed poiicy makers to restrain' 
don report says that RIte Care is one of neeQed btlcause Healthy Kids does some themselves from ruiriing, what states have 
thtJse programs. "Families with ehildr.:n thin!!s that Medicaid doesn't UllllW. SUf.;h already accompliShed ~ith Ihcirtililored 
enterin!!. . Rite Care often do not feel as cOllectin~ premiums and'liso comribu- prosrams. In Mlirch, he said. Tennessee , 
(or know) thilt thi.':Y are in a' Medicaid tions from busines~s. started enrolling all children without 
program:' Th<lt's p:.lrtially because those And Healthy Families' Schueffer said access to insurance. regardless of income. 
states have receive.d waivers from the fed- that she wouldn't want Medicaid to disop- in a kids health program based on the 
eral ~oveinment.to charge premiums and pcar~ hecause'Healthy Kids can't ::tfford Maternal Child Health Block Grant. The 
to deliver .care!hrough private-sector to cover children under age 3. state has committed '$20 million and 
manllged care plans. , . Program administrators want the flcxi- hopes to enroll 57,000 kids. "Federal 

Rhode Island con tracts with four· biliry to experiment with how much par- assistance must nOI ignore this effort and 
health pl::lns to deliver :health c,are tQ ,tidpadng families are willing to con- ' lock the state into a new and unlested 
Medicaid mcipients. "It's simple, we've tribute to their· health care. The ' program," , 

, got a system in place, we can enroll peo- Washington Basic Healtli Plan, for e'(3m~ ,If Tennessee can't maintain its finan­
pIe easily," Ferguson said. ''It doesn't pIe, saw a spike in enrollmentafler cial commitrm:nt to th~ program. it could 
make sense to reCreate somelling ... for reducing the family's share of premium lose the option of federal matching dol­
political reasons. Our program is private~ rather sis;nificantly in 1995. Florida's lars. "Tennessee would lose. and Ten-
sector. We n~gotiate with the private sec- 'He<llthy Kids,. meanwhile, lost 1.000 par- nesseans'; tux dollurs would go to assist 
tor, It makes awhoie lot of sense"." ticiparits after increasing premiums. The oth'ar stmes thOlt did not ~tep forward ear-

program then dropped the cost .of the lier to meet the needs of uninsured chil- , 
premium a little. 'dren." 

LESSONS,TO LEGISLATORS· Children'S needs are,different even, FOT kids like MiChael in Florida, that 
Proponents of the two approache,s with the:: Healthy Kids program. In one could 'again mean getting kicked out of a 

aren't slamming each other: They just Florjd~ county, for example~ the program health care planas quiCkly as they got 
want .to m(1kesure Ih::tt thl!ir own pro- , co111;' 1;:1$ money from ::l hospital ,tax that into one. • 
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HIGHLIGHTS 


UNINSURED CHILDREN: A SERIOUS PROBLEM INTHE UNITED STATES 


• About 10 million children under age 18 are uninsured. Fully 20 million 
children are uninsured for at least one month over a 28-month period. 

:' 

• Lack of insurance has become a middle' class pro~lem. 'The number of 
uninsured children above 1?3 percent of poverty (abo~t $21,OOq for a family of 
four) has risen by oyer 50 percent since 1987. TodaY,ialmost 90 percent of 
uninsured children have a parent who works., 

• 	 Uninsured children have worse access'to health ,care despite the public 
safety net. Sick, uninsured 'children are 4 times as likely to delay or not receive 
needed care. Children in poor health are more likely to have learning problems; 

• 	 The United State~ ranks poorly when compared to pther nations. It remains 
the only industrialized nation that does not extend basib health protection to all 
its children, and ranks 22nd in its infant mortality rate, 26th for its low birth weight 
babies,and 22nd for its infants' probability of dying be~ore turning 5 years old . 

. ' _ r 	 , 

i 

THERE IS NO SINGLE REASON WHY CHILDREN ARE UNINSURED " 	 i 
• 	 , Poverty alone'c.annot explain th:e lack of insurancel About one-third of 

uninsured children, have income between 1.00 and 200 !percent of poverty, and 
another third have income above 200 percent of poverty. Reasons include: 

o 	 Lack of access to employer-based insurance 

Small businesses are less likely to off~r health coverage. 
Among working families, almost half of all uninsured children's 
parents work in small businesses. Employment has also shifted to 
part-time work and firms less likely to offer insljrance. ' 

, 
Change in employment leads to loss of coverage. Over half of 
children who became uninsured did so because their parents lost 
or changed jobs. 

o 	 Lack of affordability,of insurance 

, 	 , 

Employer-based as well as individually purchased insurance 
can be expensive. Over three-fourths of families who do not take 
employer-based insurance when offered cannot afford it. 
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o 	 Problems accessin~ existing programs 

Eligible but not enrolled in Medicaid. ~bout 3 million children at 
a'ny point in time,are eligible but not enrolled in Medicaid. 

, 

Uneven Medicaid eligibility. About 2 million uninsured children 
would be eligible for Medicaid if all children were offered the same 
coverage as children under 6 years old. ; 

Limited size of state programs. Over 30 states have state­
1 

funded or private childr~n's health progra,ms, but most are small. 

LESSONS FROM MEDICAID, STATES AND THE 1990 TAX CREDIT 

• 	 Medicaid has made important inroads into children's health coverage. As a 
result of the Medicaid expansion, the number of poor, uninsured cliildren has 
declined by about 10 percent -, with much larger redubions in the southern and 

" 	 I ,.,­
mountain states. . 	 I •. 

I. 

I 

• 	 Some states have used innovative programs to target uninsured children. 
Experience in private and/or state-funded programs suggests that states can 
design efficient programs that target hard-to-reach uniljlsured children. 

• 	 The 1990 child health tax credit did not appear toh~ve improved coverage. 
The child health tax credit was difficult to administer arid had low participation 
rates. Similarly, making insurance more available through health insurance 
reform is important but not necessarily the best tool to Increase coverage. 

CONCLUSION 

• 	 Carefully designed policies can improve health coverage for American 
children. Focusing on the causes of the problem and: the lesson$ from past 
efforts can lead to polici~s that succeed in covering chi)dren. These include: 

. 	 , 

Equalizing Medicaid eligibility for children of all ~ges 
, 

Making insurance more affordable through targeted state programs 

Assisting small employers through purchasing cpoperatives, and 

Encouraging outreach through schools and other proven approaches 
. . . 	 I' 
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I. UNINSURED CHILDREN: A SERIOUS PROBLEM 
The key to access to the nation's high quality health care system is affordable health 
insurance. Although there are systems to care for people without' coverage, evidence 
suggests that the uninsured have greater problems getting needed health care. 

A. THE NUMBERS OF UNINSURED CHILDREN 

One in seven right now. About 10 million children under 18:years old lack health. 


, insurance at any point during the year. 	This represents one in seven children or 14 
percent of all children.' This proportion has remained aboutthe same for the last 10 
years. (For details on uninsured children's characteristics, see Census, 1997.) 

Nearly one in three over the course of two years. Yet, looking at more than a 
. snapshot suggests that the problem ismuch larger. Over a 28-month period, the 

proportion of children who spent some time 

Problem increasing for middle c/~ss families. While the proportion of children who 
are uninsured has remained relatively constant, this masks ariunderlying trend. The 
number of poor, uninsured children has 

Chart 1. The Proportion of 

Uninsured Children is Higher over 


A Longer Period of Time40%., 30% . 

. 	 30% 

20% 

U% 

0% 

'14% 

During th3 Over 28 
. Year [v\ontilS 

March 1996 Current Poulation &SIPP, 1992·94 

without insurance rises to nearly one in three 
children (Chart 1). In other words, 20 million 
American children spent at least one month 
without health insurance over the course of two­
years (Census, 1997). Of these children, two­
thirds were uninsured for at least six months, 
while nearly half were uninsured for at least one 
year (ASPE, 1997). 

been decreasing while the number of 
middle class uninsured children has, been 
increasing. The number of uninsured 
children above 133 percent of pove~y has 
risen from 3.3 to 5.1 million -' more' than a 
50 percent increase between 1987 and 
1995 (Chart 2) ..This outpaces the general 
increase in the ,number of children ,in this 
income range; which was about 15 percent. 

Chart 2. The Number of Uninsured 
Children A,bove Poverty Has Increased 

. 10 ~, 9.8 Million 

8.,­

4 1 


21 


o · 
1987 

Source: EBRI analysis 

1995 
1988 & 1996 Current Pop. Survey 
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B. WHAT IT MEANS TO BE UNINSURED 
Despite their general good health, children have a special set ofpreventive and 
primary care needs. . Children are generally healthy. Only abouf 3 percent of children 
have fair or poor health, relative toA percent of 18 to 24 yearolds, 8 percent of 25 to 44 
year olds, and 28 percent of people 65 years and older (NCHSb, 1995). Yet, children 
tend to have more acute illnesses than adults. Children under 5 years old experienced 
an average of 3.6 acute illnesses per child in 1994, relative to 2.2 illnesses per child 5 
through 17 years and 1.1 per adult 45 years and older (NCHSb, 1995). Children also . 
require immunizations in the early years of life to prevent lifelong health problems .. 
Primary and preventive health care for children allows them to develop to their full 

, capacity (CEA, 1997) .. Children in poor health .are 
Chart 3. Children In Poor Health three times more likely to experience difficulties in 

Are More Likely to Have learning than healthy children (Chart 3). When 
asked what indicates that a child is ready for 

. 
kindergarten, teachers overwhelmingly respond that 
the most essential factor is a child's physical health 
(NCES, 1996). Mental health is equally important. 
About 7.5 million children suffer from one or more 
mental disorders that disrupt their ability to function 
socially, academically, and emotionally (10M, 1994). 

Uninsured children have more difficulty getting health care. About 86 percent of 
children have some type of health coverage. For children without insurance, Federal, 

Learning Problems 
30% 

Good 
Health 

Poor 

Heal til 
Source: COCIHCHS, N,\lltiona! HO./llthlnIOlviewSurVil'(, 1!l94 

, state and local governments have developed a 
set of "safety net" or publicly supported 
providers, including community health centers, 
public health departments and children's 
hospitals. These providers give critical health 
services to children with and without insurance 
(see Appendix A for details). However, despite 
these systems, one in five uninsured children 
has no usual source of health c~re (Chart 4). 

Chart 4. More Uninsured Children 
Have No Usual Source of Care30% 

21% 

20% 

ll% 

0% 
Urinsured Medicaid Private 

Source: CDC/NCHS, National Health Interview Survey, 1995 

The lack ofaccess appears to lower the use 
r----c-h-ar-t-5.-U-n-in-s-ur-e-d-C-hi-ld-re-n-<-6-~ of care as well. Young children usually visit· 

Less Likely to See A Doctor doctors at . least once a year for preventive and'. 
15% 

primary c~re, since they often experience 
frequent, minor illnesses at this age .. However, 


. 15 percent of uninsur~d children less than 6 . 

years old did. not visit a doctor at all in the past· 


Urinsured Private year compared to 8 percent of children with 
_S_our_ce_:C_D_C/_NC_HS_,N_a_tiO_naI_Hea_I_t"_lnt_erv_iC,W_S_UI'_VCY_, 5 _~ . private insurance and Medicaid (Chart 5). 19_9_ 

15% 

ll% 

5% 

0% 
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The problems of uninsured chilqren grow worse when they get sick. Uninsured 

The United States stands alone. 'The Wnited States leads the world 'in many 

important respects, including size of the gross domestic product (GOP) (World Bank, 

1 997) and real level 'of family income (Luxembourg Income Study, 1995). However, the, 


'United States is the only industrialiied: ' ' 

country that does not extend health ' 


Chart 7. Ranking.ofthe U.S. In Child Health Statistics 
protection to all its children: It is wi,th 

Highest Total'Health Spending as Percent of GOP: 1stTurkey and Mexico at the bottom of a 
Highest Public Spending on Health as Percent of GOP: 13th

league of nearly developed 30 natiOns, . Highest Percent of Infants Immunized for OPT: 30th 
Highest Percent of Infants Immunized for Measles: 52th'in its coverage of children, and since 
Lowest Infant Mortality Hate:' , '22nd' 

several developing nations offer, , 26th 
Highest Life Expectancy at Birth: ' 12th 
Lowest Percent of Babies who are Low Birthweight: 

greater protections, the 'U.S. ranks" 
Lowest Odds that a Newborn Dies before Reaching 5 yrs: 22nd 

even 10"Yer (OECD, 1997). Many,: . 'I Highest Mortality Rate Due to Violence for Children, 0-24: 1st 
Lowest Child Poverty After Taxes and Transfers: 18thcountries also do more to lift their 

children out of poverty as wei!; a Source,S: World Bank, 1997; OAT, 1992; Rainwater 8. Smeeding: 1995, 

survey of 18 industrialized nations '~ 

found that the U.S. had the highest 

child poverty rate even after taxes and transfers (Rainwater &Smeeding, 1996).' 


. , . 

The United States also ranks low 'on child health statistics~ The United States does 
not fare weli internationally on major child health indicators. Its immunization rates, 

. " while improving, still are worse than many 
industrialized nations. Twenty-one nations Chart 8. Infant Death,s per 1,000 Live 

Births in Selected Countries, 8 have lower infant mortC!llity ratesthanth~ U.S. 
7 

and 25 have a lower proportion of low 
birthweight babie's (Chart 8). Babies born in 
the United States have shorter life expectancies 
than 10 other nationsand are more likely to die 
of violence than in any !ndustrialized nation ' 
(OTA, 1993).' . 

, 
Chart G. Uninsured, Sick Children ~ 


Are Mor~ Likely to Delay or Not Get' 


30% ,Needed Care 

, 20% 
20% 

, Uninsured Medicaid & 

, ",Private, ' 
'Source: CDCINCHS, Natio naI Health Interview Survey, 1995 

8 
6' 

6 

4' 
2 

.' children are four times as likely to delay or not 
. . d d . d h'ld ' 

receive ~ee e care as aremsure C I ren , 
(Chart 6). Over 40 percent of acute conditions 
for uninsl,Jred 'kids went unatten'ded as compared 
to about 30 percent for privately insured children 
(NCHS, 1994). This is consistent with other 
studies that have found that health insurance is 
essential to connecting children with the health' 
system (Donnelan, 1996). 
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System failure. ' The number ofuninsured children in lhe:United States is particularly 
alarming because there are systems in place to insure them. The United States has, 
developed a 'unique, employer-based health ins'urance system. ,Preferential tax 
treatment valued at almost $80 biilion per year is intended to encourage health 
coverage in this way. ,AdditionallY, :M~dicaid, the joint Federal-state health insurance 
program, offers coverage to most poor children who do notusually have access to ' 
employer-sponsored insurance. Yet, as described in greater detail below, about 87 ' " 

, percent of uninsured children have working paren~s, and nearly 3 million children are 
eligible for but not enrolled in Medicaid. This leads to the quef)tion: why are there' 
large gaps in the health insurance system for children?, , 

II. THERE IS NO SINGLE REASON WHY CHILDREN, ARE UNINSURED 
Probably the largest challenge in covering uninsured children stems from the fact that 
there is no single cause of the problem. Uninsured ch.ildren are not a homogenous 
group, nor is poverty the sole reason why children ,are uninsured. One third are near 
poor (100-199% of povertY),suggesting that the family probably earns too much to 

9. Uninsured Children By 

Income 

Poor' 
34%Middle Class 

30% 

Near Poor 
36% 

Source: March 1996 Current' Population Slirvey 

qualify for Medicaid but too little to afford' 
private insurance. In fact, nearly 25 percent· 
of these children are uninsured (CPS, ,1 ~96). 
Another one-third of uninsured children have, 

, family income above 200 percent of poverty , 
(Chart 9). While every uninsured child has his' 
or her own reasons for being uninsured, ' , 
several patterns emerge. 

, i' 

Children appearto be uninsured b~cause'of: 

• Lack of access,to employer-based insurance, 

, , , 

o Lack of affordability of insurance 

o ProbleOls accessing :existing programs. ' " 

.\ . 

A. LACK OF ACCESS TO EMPLOYER-BASED INSURANCE 
,'Employers playa central roleinprovidinghealth insurance towo~kers and their 
, families. Over 60 percent of nonelderly Americans are coveredthroughemployer,. 

based plans (CPS, 1996). In ,1994,: employers paid for about one.,.fifth of all h~alth 
expenditures accounting for 6.7 pe~cent of allcompensatioll (Cowan et al." 1996; 'DOL, 
1995). 
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Nearly all uninsured children have a connection to the workforce.. Most 

Chart 10. Uninsured Children 

Come from Working Families 


Non­
Workirg 
Parents 

Workirg 
Parents 


87% 


Note: 62%01 unins';ed cIlldren's parents V>Qrk "AI-year, fUI-timi 
Source: March 1996 Current Popuation Survey 

employers cover their workers' children. About 60 
percent of children have employer-based health 
insurance (CPS, 1996). However, most uninsured 
children also have parents who work as well. 
Nearly 90 percentof uninsured children's parents 
work, and about two-thirds of uninsured children 
have parents who work full time (Chart 10). 

Many uninsured children's families work in businesses without health coverage. 
Many workers and their children lack insurance because their employers do not offer it 
to them. One study found that 80 percent of children with working parents had at least 
one parent who was offered family health 
insurance (Mark & Schur, 1996). However, 
more than half of uninsured children with 
working parents are not offered health coverage 
through work (Chart 11), This is especially true 
for low-income workers,' Nearly 70 percent of 
uninsured children with family income below 
poverty and 51 percent of uninsured children 
with family income between 100 and 200 percent 
of poverty have parents who are not offered 
employer-based insurance (NCHS, 1994). 

Chart 11. More Than Half of 

Uninsured Children's Parents Who 


Work Aren't Offered Health 

Insurance 


Parents 
CoveredNot Offered 

25%55% 

Dedined 
20% 

Source: CDC/NCHS, National Health Interview Survey. 1994 

These families are most likely to work in small businesses, industries like personal 

services, and part-time jobs (Mark & Schur,1996). 


Small businesses are less likely to offer insurance. Children whose parents work in 
firms with fewer than 25 employees are more than twice as likely to be uninsured as 
those whose parents work in medium to large firms (Chart 12). This is especially true 

. for low-income children. Over 35 percent of children whose parents work in small . 
businesses and earn between 100 and 200 percent of poverty are uninsured, compared 
to 20 percent of children with family income between 200 and 299 percent of poverty 

Chart 12. Children with Parents in 

Small Firms More Likely to Be 


25% 22% Uninsured 

17 

9% , 7%"~;ll' 1j .,
% 12% 

5%' ,_ ~_IL~I 
0% ... • 

<25 25-99 500- \000+ 
499 999 

and 10 percent of children with incomes of 300 
percent of poverty or more (CPS, 1996). Only 
about 40 percent of employees in private 
businesses with fewer than 10 employees were 
offered coverage in 1993, compared to about 70 
percent of employees in private firms with 10 to 24 
employees, and nearly 100 percent of employees 
in firms with 100 or more employees (NEHlS, 

. 1993). 
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More children'sparents work in small businesses. In 1988,40 percent ef 
uninsured children in working families had parentsempleyed by' small firms. In 1995,' 
this rese to' 46 percent (Chart 13).' This did not result frem an increased rate ef' 
uninsured kids ameng empleyees efsmall businesses. In fact, in beth 1987 and 1 ~95, 

a~eut 22 percentef children ef werkers in 

Chart 13. lhinsured Children in Small Rrms: 
1987 & 1995 46% 

I!I '007 • '005 

Propoftionof AURateofUnil"lSJfedin 

S""II Firms Unin9Jred Kidsin 
Or;ycoontscilidrenwthw:>rkingp.rents Small Firms 

, SOIXce:March1988&l996CurrentPopula:ionSurvey, 

small firms were uninsured. Since the 
last decade, hewever,there has been a 
larg'e increase in the number ef werkers 
with children in small businesses. The' 
tetal number ef children whose parents 
werk in firms with fewer than 25 
'empleyeesincreased by ever 20 percent 
between ,1987 and 1995 (CPS, 1988;' ' 
1996). At the same time, the number ef 
'children with parents working in mediu'm 

'-:--------.~~------ and large firms dropped. " 

Companies in certain types 'of il1dustries are less likely to. offer insurance. , 
Certain industries are less likely to. offer ceverage than ethers. ~peCifically, the rate of 
uninsured children whese parents work in' the service industry (e.g., restaura,nts, 
cleaning services), is abe.ut twice as high as that fer kids with parents in mest other' 
types of jebs (Chart 14). In part, this reflects the factthat many ef these businesses 
have part-tim~ er part-year jebs. Abeut 22 percent ef children whese parents work part-
time er part-year lack health insurance 
cempared to' 12 percent ef fUll-time 
werkers' children (CPS, 1996). It m,ay 

also. reflect the higlier cest ef, 
insurance fer,these types ef 
empleyers. Traditienally, health 
insurers have "red lined" ercharged 
higher rates fer certain kinds ef 
businesses., While this practice has' 
been limited in many states, 'it may still, 

acceunt fer seme ef the lack ef 

~_______.~~~-;--____----, 
Chart 14. Uninsured Children by Parents' ,,' 

Place of Employment(Selected Industri!~ , 

,4% 

Gov't Financial Services Services 

Source: March 1996CurrentPoptdationSurvey 

insurance. 

Like the trend for small business empleyment, there is an increase in the number ef ',' 
,children with par~nts in service jebs,-, net an,increase in the rate efuninsurance in 
these industries. Over 10 percent more children had parents werking in these types of,' 
jobs in 1995 than in 1987 (CPS, 1996). , , 
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JOB CHANG.E' AND JOB LOSS 
Parents' job changes often means children lose coverage. Given the strong link 

.... between health insurance coverage and employment, it is not surprising that changes 
in employment disrupt coverage. ' In fact, over half of uninsured children who had 
coverage within the, past three year~ lost their coverage because their parents lost or 
changed jobs (Chart 15). , This reason for losing insurance is more prevalent among 
children whose parents now work jn small firms - over 60 percent of these children lost 
r--'--------------'__ coverage because of job change (NCHS, 

Chart 15. Most Children Who Had . 1994).' It is also the reason why 58 percent of 
Insurance and Lost It Did So Because , uninsured children in families between 100 

and 250 percent of poverty and 54 percent 
above 250 percent of poverty lost coverage in . 
1994. Since higher income families are more 
likely to have job-related insurance, it makes 
sense that job-related reasons are the primary . 
reason why they lose insurance. 

,47% 

Source: COC/NCHS, National ~alth 

53% 

Changing jobs leaves children with breaks 
in coverage. Over 50 percent of all ,children 
between 100 and 200 percent of poverty had a . 

,lapse in their health insurance coverage over a 
28-month period (Chart 16). This compares to 
16 percent of children in families with income 
greater than 20'0 percent of pove~y. This 
probably reflects the lower rate of job transition 
for higher income workers. 

Chart 16. Children of the Working. 
, Poor Are More Likely to Have 

Breaks in Insurance 
51% 

1)()·2oo% >2oo%of 
of Poverty Poverty 

Source: U,s. Bureau of the Census, SIPP, 1992·1994 

For families who spend time unemployed between jobs, the problem is worse. 
Some of the uninsured families who lose ,insurance when their parents lose or change 

jobs do not immediately gain jobs and insurance. ' 

C!,!art 17. Children of Unemployed 
Parents Often Become Uninsured 

Urinsured 
41% 

Inslued 

59% 


Source: Kerman (1997) analysis of SIPP; 

About 13 percent of uninsuredc;hildren have 
.. 	 parents who are unemployed or out of the labor 

force (CPS, 1996). Over 40 percent of children 
with unemployed parents who had received 
employer-based insurance become uninsured 
(Chart 17). Most of these children have parents 
who worked in manufacturing, transportation, 
communication, or construction jobs ·(Klerman, 
1997). Most families spend 8 weeks or less 
looking for a job. 
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B. LACK OF AFFORDABILITY o'F HEALTH INSURANCE, 
While access to insurance is important, it may not be sufficient. A growing number of 

, families cannot afford to purchase employer-based ,insurance. Furthermore, insurance, 
, in the private, nongroupmarket can be prohibitively expensive; This swggests that 

making insurance accessible is only ~he first step in covering children: making it 

affordable is at least as important. ; 


" .' 

Higl1cost of employer-based insurance. While employers typically pay for some of 
their employees' family coverage, the family contribution can be expensive. Three-, ' 
quarters of uninsured children whose parents were offered coverage at work report.that 
they are uninsured because their families cannot afford cqverage (Chart 18). A recent ' 

survey found that the monthly family premium is 
about $423 per month. with the family contribution 

Chart 18. Most Childre'ri with, ' 
averaging 32 percent or $135 ($1,620 per year) Access to Employer-Based 


Insurance Remain Uninsured 
 , (Jensen et aI., 1997). While affordable for middle 
Because of Cost , and upper class families, such premiums may be 

: out of rqnge for low-wage workers. Additionally, 
Cannot 

, small businesses typically askfamilies to pay more, ' Afford 

75% • of the premium costs; the family contribution for 
, ' workers in firms with less than 100 employees was 

Source: CDC/NCHS. National Health Interview Survey. 1994
'--'--_______ ,, ___----", nearly twice as high as that for workers in firms with 

i greater than 100 e.mployees (EBS, 1993-,1994): ' 

Family contributions are changing. One theory on why an increasing number of 

children whose parents work are becoming uninsured suggests that families' 

contribution to employer-based insurance is increasing. OnE? study found that the , 


'family contribution has remained about the same as a percent ofthe premium in the ' 

last several years (Jensen et aI., 19.97). " 

However, this does not showa trend in Which Chart 19. Changes in Family 


workers in large firms have seen increases in' Contribution tO,Employer Health 

Coveragetheir shiue of the family premium (Chart 19). 

60% D 1993 .1995 

The increases in the family sharep~obably 45% 


have a greater impact ,on children tnanthe 

decreases in small businesses since 19 million 

children are insured, through large firms relative, 


'1-24 \000+Firm Sizeto 8 million children whose parents wbrk in Source: Jensen et al..:r:l97 

small firms (CPS, 1996): 

; , 

25% 

40%1 ' 
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Individual insurance is an option for families, without access to employer-based 
insurance. Families without access to employer-based insurance may turn to the 
individual insurance market. About 4 percent of American children are covered by 
individually purchased insurance policies (U.S. GAO, November 1996). Through' 
insurance agents, associations, or direct marketing, these families can purchase one of 
a multitude of health benefits packages. The variation in the individual market is huge, 
since premiums depend on the amount of cost sharing, covered benefits and, in most 
cases, health status, age, and other sociodemographic characteristics of the individual. 
This means that a family with a sick child will likely face premiums that are much higher 
than if obtained through the group market. More importantly, in most states, applicants 
can be denied coverage based on health status. Insurers in states without guaranteed 
issue and renewal in the ilidividual market deny nearly 20 percent of applicants (U.S. 
GAO, November 1996). 

Parents cannot afford insurance when unemployed. Affordability is even a greater 
problem when parents are in periods without work. When looking at uninsured children 
;--_____________'---.._------, of unemployed parents, only 20 percent 

Chart 20. Poverty Status of Uninsured' were in poverty when the parents worked 
Children Whose Families Lost their Insurance 

When Their Parents Lost Their Jobs ,while 70 percent are in poverty after the 
~% pareot loses his or her job (Chart 20). 80%1 

60% 	 While, these periods are usually short-lived, 
40% 	 they are problematic because children need 

preventive and primary care, which may be 
neglected if there is no coverage. 

23% 

Before After 
Sotl'ce: Klerrran ('997) arnlysis of SIPP. 1989- '994 

C. PROBLEMS ACCESSING EXISTING PROGRAMS 

A third reason why children lack health insurance is that they cannot or dO'not take 

advantage of available options. The Federal and state governments have developed 

programs to help insure children .Medicaid heing the largest, single insurer of . 

children. However, many families whose children would be eligible may not enroll in, 

such programs due to lack of information or program funding. 


Medicaid and state programs offer coverage to children. Medicaid is the joint 
Federal-state health insurance program that serves 37 million Americans, including 
about 20 million children, States are required to cover poor children 'under the age of 
14 (for 1997) and will cover all poor children through 18 by 2002. Additionally, almost 
all states have used either Medicaid options or state- or privately funded programs to 
cover older and/or higher income children (see Appendix B). " 
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Many children are eligible but not enrolled in Medicaid. While most poor children 
are eligible for Medicaid, about three million uninsured children are not enrolled (Chart 
21). Researchers estimate that participation rates for Medicaid-eligible children range 

, from about 40 to 70 percent (Center on Budget, 
------,' 1997; Urban Institute, 1995). There is no 

CharI 21. Nearly 30%01 Uninsured 

Children Are Medicaid Eligible 
 . conclusive research on why eligible children without 

. insurance do not enroll in this program which offers 
Eligible for 

. Medicaid 
 free insurance (U.S. GAO, June 1996) . 

28% , , Explanations include lack of awareness of the72% 

option, the fear that work disqualifies children, the 
uncertainty of Medicaid coverage. Families also 
may be discouraged by complicated eligibility rules. 

Source: ASPE Analysis of March 1996 C""enl Pop. S ... vev 

Families lack awareness of Medicald eiigibility. One of the main reasons why 
children may not be enrolled is that their families do not know that they are eligible. 
One study that interviewed AFDC recipients who are or were on Medicaid -'found 
that 23 to 41 percent did not know that their children could remain on Medicaid if they 
lost AFDCbut remained poor (Shuptrine et aI., .1994). A study of uninsured people in 
Minnesota who were eligible for MinnesotaCare (the Medicaid buy-in program for low-
income families, described later) found that many. were not certain if they were eligible 
or did not know enough to be able to enroll (Call etal., 1996). 

~~~,
7 '>x Fear that work disqualifies them. Many workers 
~~ do not know that their children may qualify for 

:fi~ Medicaid so long as their family income is below 
tpoverty. In fact, most eligible but unenrolled 

children do have working parents (Chart 22). 
However, Medicaid's historical reputation as a 
"welfare" program may lead families to believe that 
they are not eligible if they work. 

v 

Chart 22. Most Uninsured Children 

Who Are 8igible For Medicaid Have 


Parents Who Work 


, 
Ful Time 

'42%
19% 

ParI Time & 

Seasonal 


39% 

Source: ASPE Analysis of March 1996 Current Popuation Survey 

Uncertainty of Medicaid coverage .. For a significant number of children, Medicaid 
coverage does not last long. About 37 percent of children spend less than one year on 
Medicaid (Chart 23): This may result from the Federal requirement that monthly 

. changes in income or family status that 

Chart 23. Child;;n:~ Medi~ 
Coverage Over 28 Months • I 

. 12 Mo.or .
longer lhan 

Less24Mo. 
37% 

23% 
Source: U.S. Bureau of the Census. SiPP. 

disqualifY the child from Medicaid be reported. 
There appear to be many families whose 
income regularly rises above and falls below 
above the poverty line. Over half of children 
eligible for Medicaid at some point during a 28­
month period were not continuously poor (and 
thus Medicaid eligible) but went in and out of, 
poverty (ASPE, 1997). 
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Medicaid may not cover all children in a family. Another reason why families may 
,I ' 

not enroll in Medicaid is its c.omplex eligibility rules., Today, one child in a family may be 
, ' " eligibl~ for Medicaid while another is not. This is' 

Chart 24. Medicaid Coverage of ,becaJse, in poor families, children 14 years old and 
Children, 1997 , ' younder are eligible whi!ethe children above 14 

: are mM. And, in families with incomes below 133 , I .,' 
percent of poverty, children below 6 years old are 

. eligiblk while children above are not (Chart 24). 

0.6 7·1<' 15- 18 

'--______ __One 90nsequence of this unevenness iii eligibility A_go 

.~ 
:ii 
:~ 
iJ. 

e 
o .... 

..s 

35% 

, is that, over time, the number of young, poor 
uninsured children has decreased while th;e number of older, poor uninsured children 
has increased. A study of uninsured children in the South found that between 1989 
and 1993, the number of'uninsured, poor bhildrenages 0 t05 declined by over 60 

. percent for children and nearly 40 percentlf()r children ages 6 to 12. At the same time, 
the number of uninsured poor children ages 13 to 18 - who were not included in,the 
Medicaid expansion - increased (Shuptrihe & Grant, 1996).' This inconsistency. in 
eligibility may account for the fact that oldJr poor children are 60 percent more likelyto 
be uninsured than younger poor children (CPS, 1996). If Medicaid eligibility were 
equalized for children of allages, about 2 fnillion uninsured children would become 
eligible for Medicaid., 

State programs are small. Although mo~t of the state programs have been able to 
educate families about eligibility, state and private programs may not cover all eligible, 
children due to funding limits. Many progr~ms have "enrollment caps" so that only a 
certain number of children may be enrolled. Others limit the,program's size through 
restricting where in a state it is offered. 'Adcording to one study, only about 300,000 
children are covered through these progra~s (Gauthier &Schrodel, 1997). 
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III. LESSONS FROIVI MEDICAID, STATES AND THE 1990 TAX CREDIT 
On the face of it, the problems that come ~ith being uninsured, coupled with many 
reasons why chi,ldren are uninsured, see~ difficult if not impossible to address. 
However, there is considerable experienck in Federal and state health policy that 

I ' ' 
shows how to successfully - and unsuccessfully - expand coverage to ·children. 

A. MEDICAID 

When created in 1965, Medicaid was inte~ded to consolidate spending for the low­

income elderly and public assistance recipients into one program. Children were' 


. • I 

,eligible for Medicaid if their family received cash assistance or were income eligible for 
such assistance. Enrollment of children rJmained at about 10 million for the first 25 
ye'ars of the program (HCFA, 1996). Begihning in the mid- to late 1980s, hOwever, 
changes were made that began de'-linking) children's elig'ibility for Medicaid from 
welfare. A series of bills first offered states the option of covering certain groups of 
poor children, then required this co~eragej This led to the final piece·of legislation, 
OBRA 1990, which made all poor children born after September 30, 1983 eligible for 
Medicaid. 

Millions more children covered. Today, about 20 million children receive Medicaid 
coverage. In 1995, a large proportion of pear children received Medicaid's basic health 

63% 

60% 52% 

40% 

20% 

0% 

r---------.- . protections (Chart 25). It also has been instrumental 
Chart 25. Most Poor Children Are I

in keeping the proportion of uninsured children from Covered By Medicaid 
76% rising. lA.s seen in Chart 2, the number of uninsured'72%80 , I 

childre, below 133 percent of poverty has fallen ­
. despite the increase of over 400,000 in the overall 
number of children in this income range between 
'1987 ahd 1995. Had Medicaid not been expanded, 

Infants 1105 6 10 ~2 13 to 17 million~ more children would likely be uninsured 
So'urce: March 1996 Current Population Snrvoy ___--.J. today. 

Moves toward anational eligibility IIfloor" for poor children. Prior to, the Medicaid 
expansion, states varied widely in their M~dicaid coverage: States in the South arid 

, . I ' 

Mountain regions had much lower Medicaid coverage of children than states in the 

North East and Upper Midwest (Chart 26).j After the expansion, however, the gap in 

coverage of poor children narroVl(.ed by over 20 percent across regions (Shore­

Sheppard, 1996). In part, this is because 


Chart 26. Change in MedicaidMedicaid was previously linked to welfare, which 
Coverage: 1987-1995

has very different eligibility levels across srates. 
. Moving to a national standard lessened this 20% '::: .''') d·25% 

c'" 0'"
disparity. Additionally, Southern and MOU?tain 

states tend to have more poor children than 
 ;_d dII [J ~ 0% .,' I +:: I ::':. I ::.: I "'" I .. ,. Iothers. As a result, they had larger expankions 

TX MT MS MA NJ OH 
Source: March 1988.1996 Current Popuation Surveysince more of their children became eligibl'e. 
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States' emphasis on outreach. Many"st~tes have tried and succeeded in enrolling 
children eligible for Medicaid through outr~ach efforts. The Medicaid program has 
requirements, options, and incentives for ~tates to reach out to eligible but unenrolled 

I ' 

children. States have used simplified applications, mail-in applications, no assets test 
(meaning only income ,and not assets like bars are counted'toward eligibility), annual 

,rather than 6-month 'redeterminatiop, and 6utstationed eligibility workers.' In New York, 
for example, there is a single, one-page a~plication for both WIC and Medicaid. In Ohio 
and Arkansas, coupon books are used as ~n incentive for families to seek health care: 
if they receive care, the provider validates the coupon which may be used for 
discounted baby care and health products j{NGA, 1997). Some of the state-funded 
programs have solicited the help of churchigroups, parents' groups, and other 
community-based organizations to educatTfamilies about eligibility. One program uses 
school coache~ and shop teachers to pronrote the program (U.S. GAO, January 1996). 
These efforts expl~in why so~~ st;ates ha~e high participatjo~ and.why Medicaid, in, 
general, has the highest participation rate of all types of public assistance programs 
(Census, 1996). However, as descHbed e~rlier, significant gaps,remain. 

Has Medicaid "crowded out" pri~ate coterage?' One question r~ised about the 
Medicaid expansion is whether all of the c~ildren gaining Medicaid were uninsured 
before enrolling. Some families, faced wit~ the choice of paying the family share of a 
premium or enrolling their children in Medi6aid, may chose the latter. This substitution 

. . I .' • 

. of public for private coverage is known as 'icrowding out". 'While most researchers 
acknowledge that the incentive exists, therb is some disagreement on the degree to 
which this occurred (Cutler &Grub~r, 1996:; Dubay &Kenney, 19,9~; Shore-Sheppard, 
1996; Yazici, '1996). Some argue that, given the relatively. low level of private coverage 
for poor children, this effect cannot be largk for 'this population. However, as income 
eligibility rises, so does the risk of crowd o~t. < • 

Medicaid improves access to care. Althlugh Medicaid children do not always have 
the same access to care th'at privately insu1red children do, they are better off than 

, i 

uninsured children on all measures.' Orily ~ percent of children with Medicaid lack a 

regular source of care, compared to 20 pe~cent of uninsured children (NCHS, 1995). 

Whereas 20 percent of uninsured children who are sick delay or do not get needed 

care, only 6 perce'nt of Medicaid children e~perience these problems (Chart 27)., One 


, '., " 'study foLndthat,children with Medicaid coverage 
r--C- h- a-rt-2-7.-P-r-op-o-rt-ion of Medicaid . h,adsigrlificantly more preventive care visits than did 

And Privately Insured Sick uninsur~d children (Gavin & Bencio, 1995). Another 
Children Who Delay/Do Not Get I 

6% Needed Care 5% found that Medicaid reduced the odds of a child ' 
g'oing without a visit by 50 percent (Currie & Gruber, 

I 
1996). These access improvements are especially 
irhporta~t to children covered by Medicaid since 

Medicaid . P,ivote they, on laverage, have poorer health than privately 
Source: CDCINCHS.Naliooal Health Il1t," vi"w Survey. 1995 insured or uninsured children. ' . 

6% 

4% 

2% 

0% 

: ~5 ' 
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B. STATE EXPERIENCES 'I " '., ' . 
In addition to their role in Medicaid; many states have expanded coverage to children 
through state-funded or private programs., From these ex~erie~ces, differe.l1t 1 ssons7
may be learned. The approach that each istate has taken IS unique, reflecting ItS 
particular problem, availability of funding, and health care system among other factors 
(see Appendix 8). The following is a desdription of several of the largest programs (in 
alphabetical order) that have operated for several years and have been evaluated. 

Florida 
School-based system. The Florida Healthy Kids program uses schools to educate . 

, and enroll children in an insurance prograr. It began as a demonstration in one county 
and has expanded to 16 counties, with pl9ns to expand further. This program offers 
comprehensive coverage to uninsured children aged 5 to 19 and, in some counties, 

I 

their pre-school siblings. Parents pay a sliding-scale premium for the coverage, 
I 

depending on a child's eligibility for the School Lunch Program. Families with incomes 
I 

above 185 percent of federal poverty pay the full premium. Services are funded by a 
mix of state, local public and private funds! and family premiums. 

I 

Not displacing private insurance. About 40,000 children are covered through the 
Florida Healthy Kids program. Almost all 6f the children were uninsured before ' 
enrolling (Chart 28). Of the7 percent of c~ildren who were insured, 94 percent had 
been on Medicaid. Thus, the program apRears to efficiently target uninsured children, 
not serving as a substitute for existing cov~rage. This suggestion is strengthened by 

. the shbrt duration of cqverage and the reasons why 
.----C-h-ar-t-28-.-P-re-v-io-u-s··-I·n'·--s·urance ,. familiJs end enrollment. The average child s'pends 

Status of Children Enrolled in about ja year covered by the Healthy Kids program. 
Florida Healthy Kids ' The main reason why parents disenroll these 

Medicaid & childrJn is that they gain employer coverage. This 
o~~r , impliek that the Healthy Kids programs serves as 

UriflSUfed , tempdrary coverage for children and that families
93% 

prefer private insurance when given the choice. 
Florida Institute for Child ~nllil Policy 

Lower emergency room use. An evaluat,ion of the original demonstration project 
found that children enrolled in Florida Healthy Kids program were much less likely to 

,I ' . 

use emergency rooms. This use dropped by 70 percent fo~ enrollees in the second, 
year after HMOs were able to educate fam;ilies about alternatives. It also found that 
among these children's health care utilization more closely resembles that of privately

I 

insured than Medicaid covered children (Abt,. 1996). This means that the program is 
not attracting "bad, risks" and is successfullat insuring children's without creating 
excessive demand. The Robert Wood JoHnson Foundation is funding other states to 
.create similar programs. 

16June 16, 1997 



Minnesota 
Evolution from a small state program to a large Medicaid expansion. In the late 
1980s, Minnesota established the Child reM's Health Plan that offered subsidized 

I 
coverage to uninsured children. In1 ~92, it replaced this program with MinnesotaCare 
that covers children as well as some unins'ured adults. Minnesota uses an 1115 . 
Medicaid waiver to cover children and pre~nant women enrolled in MinnesotaCare; the 
state finances its share of the program thr0ugh a 2 percent provider tax. 

I 

MinnesotaCare provides nearly 44,000 children with comprehensive benefits provided 
through the state's network of Medicaid pr6viders. .' , . I 

Positive attitude toward MinnesotaCarel One of the concerns about publicly 
subsidized programs is stigma:,the negati~e "welfare" association with such a program 

Chart 29. Aim ost All Agree that 
MinnesotaCare is a Fair Price 

NClIllal, 

97% 
Agree 

OiS;lqWC 

3'~, 

Source: Lurie at aI., 1995 

that can discourage enrollment. In a study of enrollees 
ofMinnes'otaCare, however, researchers found that . 
enrollees felt positive about the program (Lurie etal., 

. I 
1995). A~out 85 percent of enrollees responding to 
the surve~ felt as though they were treated like anyone 
else. T~e¥ also felt good about contributing toward the 
cost of coverage and agreed that MinnesotaCare is fair 
price for tH,e benefits (Chart 29). . 

New York 
Insurer-based children'S program.' New York's Child Health Plus program began in. 
1991, and was expanded in June 1996 to Gover additional age groups and include 
inpatient services. Children are eligible for!Child Health Plus if they (1) are under the 
age of.19, (2) reside in New York State in a household having a gross income at or .. 
below 222 percent of the federal poverty lerel, (3) are not eligible for Medicaid, and (4) 
do not have equivalent health coverage. In September 1996, about 110,000 children 
were en.rolled in Child Health PI~s:' T~is is :the large.st state program; the fLl~ding 
appropriated for 1997 IS ,$109 million. rhewrogram IS funded by the Statewide Health 
Care Initiatives Pool as well as from premiJm contributions from families. 

. I ' 

Fills important gaps in insurance;coverJge for children. An evaluation of the Child 
'. I·

Health Plus program found that the program filled an important, Llnmet need. Most of 
the children enrolled in the program had b~c6me uninsured because their parents lost 
or changed jobs; others lost Medicaid or C~Uld not 
afford private coverage (Chart 30). Enrolled 
children also had significant improvements!in 
access and quality of care. For example," p:arents 
of children with asthma reported that their children 
received more primary and specialist visits ~nd 

.. I 

their health had improved (Szilagyi et aI., 1996). 

Chart 30. Reasons Why NY Child 

Health Plus Enrollees Became 


Uninsured Before Enrolling 

Other 

Parent Job 
Change 

45% 

M 

22% 
Source: Szigalyi et aI .• 'fiJ96 
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Chart 31. Eligibility , The fecond is the Children's Heal~h Insurance 
, Pennsylvania's Children's Health Program (CHIP). funded by a dedicated two-cent 

Programs ' stat~ cigarette tax and administered bythe Caring 
Fou~dations. Third, the, Caring Program 
subsidizes children who fall between .Medicaid 

I ' 

and ~HIP eligibility and 235 percent of poverty. 
The Caring Program is funded by Blue Cross I 

2 4 6 8 Y) 12 14 16 18' BluelShield and private donations. ,Currently, 
A,I' about 50,000 children are enrolled in these 

Source: PemsylvanaprogramdalO progtams and there is a waiting list of 5,000 
, I childten. " , . " . 

Pennsylvania , 
Seamless health coverage for children. One of the earliest stateprograms for 
children developed in western Pennsylvania. In 1985,'steelrnills in that region shut 
down, leaving many children and their fam'ilies' without insurance. In response,'the 
w.es,tern pennSYlVania, Caring Foundati~n I~as created QY l~c~1 minis,te,rsin c~operat,ion 
with ,Blue Cross of Western Pennsylvania, It began by.provldlng only preventive and 
primary care, but today provides comprehensive coverage. Pennsylvania now has a ' 

. three-tiered, comprehensive, seamless in~urance program for children (Chart 31). The 
'first tier is Medicaid, which covers poor children. 

Imporlance of co~erag~ to famili~S. ThJ Caring Program,CHIP and Medicaid have 
made measurable il1lprovements in:the liv~s of children and their parents. A survey 
found that three out of four parents of Lfnin~ured children postponed receiving care for' 
themselves, saving their money fortheir cHildren. These parents also were likely to' .' 
restrict their childre'n's activities, such as bibycle riding and playing ball, for fear 'that ' 

. I ' ' , . 
they would get hurt, The children themselves had considerable unmet needs. One-
fourth ,~~ new en~olleesneeded to ~~e a d~ctOr for untreated illnesses like asthma, , ' 
bronchitis, and diabetes. Over 40 percent needed dental care; and nearly 20 percent 
needed glasses (Lave et aI., forth'co,ming)./ThiS programserved as a model for Blue 
Cross I Blue Shield who have helped create <;;aririg Programs"iri 25 states. About 

, ' I ' " 

50,000 children are enrolled nation~ide (BeBS, '1997). . ' , '; " 'I, 
o ••• •• • 

C.1990 CHILD HEALTH TA'X CREDIT 
, . 

The tax system offers an alternative to state administration of subsidies for health ' 
coverage. Today, most insured Am~ricansl b,enefit from preferential ta'S' treatment of ' 
health insurance. 'Extending deductibility of health insurance or creating a tax credit f<;>r 
children's health coverage could encouragJsome families to insure their children. ' 

June 16, 1997 18 



The use of child health tax credits was ~ried in 1991 to 1992.· The Omnibus Budget . 
Reconciliation Act (OBRA) of 1990 includ~d a tax credit for health insurance that covers 
children. It was a supplement to the earnJd income tax credit (EITC). An EITC-eligible 

. . ! 

family could receive a tax credit for its health insurance premium payments if its plan 
was not an indemnity type and included cdverage for children. It was administered ·as 
an end-of-the-year credit against taxes or fefund if it exceeded the family's tax liability. 
Unlike the EITC, it could not be received irl "advances". About 2.3 million families . 

. received the health tax credit in 1991 at a bost of $496 million.· 
. ' . I 

.This health insurance credit was repealed in OBRA 1993. Following two years of 

experience, this health insurance supplem~nt to the EITC was repeal in OBRA 1993. 

The Treasury Department recommended its repeal because it was difficult for the 


. ! . 

Internal Revenue Service (IRS) to efficiently and accountably administer the credit. For 
example, the IRS could not determine whe:ther a h~alth insurance plan met the 
eligibility criteria for the credit. The only information that the tax payers reported to the 
IRS was the amount of the premium ·paid ~nd (in 1991 only) the name of the insurance 
plan. The IRS could not verify this informa!tion since there were no reporting 
requirements for insurers. A Congression~1 oversight committee study found that 
families often bought ineligible policies likelcancer and dread disease policies and 
policies with two-year pre-existing condition restrictions. The IRS could not prevent 
this. 

. . 
A second problem was low participation. lilhe GAO (1994) estimated that only 26 
percent qf the people eligible for the credit received it. Of those who received it, it is not 
clear how many, if any, of these fan:Jilies had previously been uninsured. However, 
given the .low subsidy (the average credit Jas$233) it is unlikely that it served as a 
great incentive for many uninsured familie~ to purchase coverage. 

D. COBRA and HIPAA.· .. I . 

Several policies· have been enacted to increase access to employer-based insurance 


. I 

for families who are between jobs. In 1985;, the Consolidated Omnibus Budget 
Reconciliation Act (COBRA) required employers with 20 or more employees to allow 

. former employees and .their families to buy!into their health insurance plan for up to 18 
months at their group rate (butwithout an employer contribution plus an addition<;ll 2 
percent for administration costs). This is in;tended togive these families an ,alternative 
to the expensive nongroup health insurance market. Further, in 1996, the Health 

, I . 
Insurance Portability and Accountability Act.(HIPAA) limited preexisting condition 
exclusions and other practices that bar children from re-entering group insurance when 
their families change jobs. Both policies ark intended to maintain access to employer­
based insurance for families with wqrkers detween jobs. However, their direct effect on . 
coverage of children is niknown... 

!~ 
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IV. CONCLUSION 
The lack of insurance for millions ofAmerican children is clearly a problem. 
About 10 million Ame~ican are uni,n.s~red\during t~e year, 2~ million over the course of 
28 months. These children have difficulty .accesslng the Umted States' health care . 
system. This lack of access may contrib~te to the relatively low standing of the U.S. in, 
international comparisons. We rank Ibwdr than 29 nations on immunization rates and· 
21 nations in both infant mortality andthd probability that an infant will die before 
'reaching the age of 5 years old. 

Yet the cause of the problem is not simple. American children receive health 
, I . 

coverage through a fragmented system ofemployer~based coverage, individually 
purchased coverage, Medicaid, state pro~rams, the public safety net and philanthropy. 
Employer-based insurance is the primary\source of coverage, so it is not surprising that 
most coverage loss relates to changes in lemployment. The dynamic U.S. economy has 
caused shifts of employment to firms that \typically do not offer coverage: small 
business, service jobs, and part-time work, for example. Yet, even if they have access 

I 

to employer-based insurance or individual market insurance, families may not be able 
to afford it. Family premiums have rapidl~ risen, as has the share of the premium paid 
for by the family. And, simply navigating this complex system to find affordable options 
is a challenge to many. Millions of uninsLl~ed children have the opportunity to be 
covered through public or private programis but do not take advantage 'of it 

There is no easy solution. The complexity of the reasons why children lack 
insurance,. along with the fragmented syst~m that tries to remedy this; make it difficult to 
design solutions. It may be the case that, lin the absence of a requirement that every 
employer and/or family purchase health coverage, the problem cannot be completely 
solved. However, past and present experirnces provide ideas on how to design .. 
implement and operate initiatives that can make significant improvements in coverage 
for children. 

Lessons from Medicaid and state-funded programs. Through Medicaid, state­
~unded, and private'programs, s.tates .hav~1 exp~n.d~? coverag~ t6. children. Be.ginning 
rn 1990, states began to phase In natlonwlae eligibility for Medicaid for poor children. 
This has resulted in a more uniform, natiorlal "floor" of coverage for children, especially 

. in the South, where eligibility through welfdre has historically been low. As a result, . 
millions of the mosfvulnerable children haJe seen their access to health care improve. . I 
States have also demonstrated that they can efficiently target coverage toward the 
children who need it. Pennsylvania has b~en able to coordinate its Medicaid, state­
funded, and private efforts to most efficiently create seamless coverage for children. In 
Florida, the Healthy Kidsprogram appears Ito be filling an important need while not 
substituting for existing coverage. We have also learned from the state experiences 
that funding is a major barrier; most. of the ~rograms are quite small. . 
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Lessons from tax credits and insurance reform. The Federal government has tried 
using tax credits in 1991 and 1992 to encburagelow-income families to purchase 
coverage for their children .. However, thi~ attempt was aborted given oversight 
problems an~ low ~articipation. Sor:n.e of ~he reasons for the failure, c~uld. ~ave been 

. addressed with policy changes. For Instance, some type of state certification of health 
I . , 

plans eligible for the credit could have limitep the mistaken purchase of substandard 
plans. However, the experience raises s~rious questions about whether the tax system 
is the best system to run coverage prog ra'ms, and whether 'it can successfully 
encourage families to cover their children.l Similarly, COBRA and HIPAA serve 
important roles in assuring coverage opti9ns, but extending them as currently structured 
may not be the best way to improve chilgren's coverage. 

Translating lessons into laws. The pre~ident and theCongress have agreed that 
additional funding for children's health cov;erage is needed. Balancing the budget is 
critical to our children's future. So, too, is investing in children's healthcoverage so that 
they will be able to take full advantage of that future. This priority is reflected in the . 
Balanced Budget Agreement,which dedicktes $16 billion between 1998 and 2002 to 
expand health coverage for children. Thislamount r~presents a meaningful . 

. commitment toward covering up t05 million uninsured children. The following policies, 
drawn from past experiences; may assist ih achieving this goal.' . 

Meaningful coverage.. Despite their criticll contributions, public providers alone 
cannot ensure that children receive the rarlge of benefits that they need, The statistics 
suggest that uninsured children, even thosb with access to safety net providers, do not 
get all the care required for a healthy Child~OOd. New policies should build on the 
safety net, but also ensure that children re€eive meaningful coverage. . , 

Medicaid as a foundation. States,'have sLcceSSfUIlY used their Medicaid programs to 
cover millions of uninsured children., Yet ,it$ eligibility rutes are such that brothers and 
sisters in the same family may notal! be eligible for Medicaid. Options'and incentives 
should aim to make Medicaid eligibility rule~ consistent. About 2 million uninsured 
children would be eligible for Medicaid if allichildren were offered the same c~:)Verage as 
children under 6 years old (who are now eligible for Medicaid if their family in'come is 
less than 133 percent of poverty or $21 ,000 for a family of four).· .'.' I .

, , ' ' 

State programs to target hard-to-reach children. States have considerable· . , 
experience in designing and implementing 6hildren's health programs. Given flexibility, 
they could target meaningful coverage to th:ose pockets of unirlsured children who may 
otherwise lack affordable options. For example, children whose parents are in between 
jobs ate at particular risk of losing their cov~rage. States are in the best position to 
identify and assist such children. States ha~~ also demonstrated that they are, 
interested in expanding coverage to 'children, with over 15 states proposing expansions 
this spring. This interest should beharnessied through policies such as grant programs. 
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Affordable, insurance for small businesses. Many small employers want to offer 
health insurance to their workers and the!ir families but cannot afford it. The power of 
group purchasing shou'd be extended to Ismail businesses in a way that assures ' " 
affordability as well as consumer protections: For example, voluntary purchasing 
cooperatives allow small businesses to C?"ectiveIY negotiate for affordable insurance. , 
These cooperatives have been tried 'and have succeeded In several states, such as 
California and Wisconsin. Similar approa:ches could be encouraged nationwide through 
grants to states. ' 

, Education and outreach for existing options. Finally, families should be educated 
about existing option. The best program~ are meaningless if unused. States have 
shown how families can be made ~ware 6f their options and successfully enrolled in 
insurance programs. Schools are a natur~1 place to educate children and their parents 
about affordable coverage. ' Simplified en~ollment processes, telephone hot-lines, and 
media campaigns also appear to work. 

Many of these ideas are in the Pre~ident'1 budget and Congressional proposals 

currently being considered., Regardless Of the'particular approach. the complexity and 

magnitude of the problem of 10 million uninsured American children should serve as a 


I 

challenge, not a barrier, to designing policies that aggressively, carefully, extend 

coverage to these children. 
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United StatJs 
General Accbunting Office 
Washington,l D.C. 20548 , 
Health, Edubation, and 
Human Services Division 

·8-271717 

June 17, 1991 
The Honorable Christopher J. Dodd 
Ranking MiIiorlty Member 
Subcommittee on Children and Families 
Committee bn Labor and Human Resources 

I·United States Senate 

IDear Senator Dodd: 

I 
As the U.S.·health care marketplace changes, having health insurance 
coverage ha:s become increasingly important for children. The transition 
into greater!reliance on managed care has left hospitals and physicians 
less willing to provide charity care for those who lack insurance. Children 
are particulL-Iy vulnerable to the lack of health insurance. Although a 
healthy groJp, they need preventive and acute care for their optimum 
developmerit. If they do not get care when they need it, their health can be 
affected for the rest of their lives. 

As we have reported earlier, 1 private health insurance coverage for . 
children deJreased between 1987 and 1993. Expanding children's coverage 
through thelpublicly funded Medicaid program helped to cushion the 
effect of thiS decrease. The Medicaid expansion increased health 
insurance cbverage for poor children.2 However, it did not lead to an 
overall incr~ase in the percentage ofchildren covered because children 
above the pbverty level lost private coverage but were less likely to be 

I 

eligible for Medicaid. Since our earlier report, the Congress has considered 
restructurWg the Medicaid program, including children's eligibility for 

I .' ­

coverage. Itlhas also considered proposals that would change the private 
insurance nkrketplace. In addition, the shift toward managed care in the 
health care htarketplace has continued, which reduces providers' 

I 

willingness ~o care for uninsured patients. 

Concerned kbout these issues and their impact on children, you asked us 
to provide ~ou with updated information for 1994 on whether health 
insurance coverage for children had increased and in particular how poor 
children w~re affected. You also asked us 

!See Uninsured and Children on Medicaid (GAOIHEHS-95-83R, Feb. 14, 1995), Health Insurance for 
Children: Many Remain Uninsured Despite Medicaid Expansion (GAOIHEHS-95-175, July 19, 1995), 
and Medicaid and Children's Insurance (GAOIHEHS-96-50R, Oct. 20, 1995). 

2Poor children ~e children in families with income at or below the Federal Poverty Income . 
Guidelines. The$e guidelines set income levels by family size to determine poverty. In 1996, a family of 
three with income at or below $12,980 is considered poor. 
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o 	 whether rrlore children in working families were depending on Medicaid 
than had ~reviously been reported, 

o 	 how many; uninsured children might be eligible for Medicaid but not 
enrolled in 1994, and . 

o 	 why fa.mnfes of uninsured but Medicaid-eligible children might not be 
seeking Mkdicaid coverage for their children. . 

ITo answe~ thes.e questions, we analyzed the Bureau of the Census' March 
1995 Current Population Survey (cps), which can be used to estimate 
health insUrance coverage for children from birth through 17 years old in 
1994. The inethodology for the cps questionnaire and data collection had 
been imprbved for the March 1995 cps. In addition, the sample frame or 

I 

sample selection process for families had been updated by using 1990, 
census infbrmation. While these changes provide better estimates of 
insurance coverage for 1994, in our opinion and that of Census Bureau 
officials, sbme estimates for 1994 are not comparable to prior years' 
estimates bf insurance coverage primarily because of these 
methodoldgical changes. In this report, we highlight comparisons of 1994 
and earliet estimates that we think are most comparable. (See app. 1.) Our 
work was ~onductedbetween January and May 1996 in accordance with 
generally teepted government auditing standards . 

• 
The numb~r of children without health insurance coverage was greater in Results in Brief 1994 than ~t any time in the last 8 years. In 1994, the percentage of 
children uftder 18 years old without any health insurance coverage 
reached itA highest level since 1987-14.2 percent or 10 million children 
who were brunsured. (See fig. L) In addition, the percentage of children 

I
with private coverage has decreased every year since 1987, and in 1994 
reached itA lowest level in the past 8 years-65.6 percent or 46.3 million 
children. fu comparison, the loss·of health insurance coverage for adults 
18 to 64 y~ars old appears to have stabilized in the last 2 years. Between 

I 
1993 and 1994, the decline in health insurance coverage for children was 

I
concentrated among children in poor families. Health insurance coverage 
remained Jtable for nonpoor children. 

I 
Among children whose parents are working, Medicaid continued to be an 
important kource of insurance coverage. The Medicaid expansions in 

I 	 . 

eligibility for low-income children not on welfare allowed more children of 
working pkents to become insured through Medicaid-a trend that 

I 

continued in 1994. But Medicaid coverage for children as estimated 
through thb cps was lower in 1994 than 1993-which may be due to 
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, 
. methodological changes in the CPS. (See app. I for more detail on these CPS 

changes and their effects.) 
I 

Despite greaier reliance on Medicaid for covering children of the working 
I 

poor, many eligible uninsured children do not enroll in Medicaid. For 1994,
I 

we estimate that 2.9 million uninsured children were eligible for Medicaid 
by federal m::indate but did not enroll.3 These Medicaid-eligible uninsured 
children reprksent 30 percent of all uninsured children. Unless the 
Congress ch$ges Medicaid eligibility law, the group of children eligible 
for Medicaid ~l grow between now and 2002 because current federal law 
is phasing in Medicaid eligibility for poor teens 13 to 19 years old. In 1994, 
there were 4.1

I 

million poor teens in this age group. This continuing 
expansion co~d cover mQre of the uninsured, because 1.3 million poor 
teens 13 to 19 years old were uninsured in 1994. However, Medicaid can 
only increase! coverage if families of eligible uninsured children are 
infonned that their children are eligible for Medicaid and enroll them. 

3For 1993, these wJre children from birth to 5 years old with family income at or below 133 percent of 
the federal poverty'llevel and poor children 6 to 10 years old. Because coverage is being phased in for 
children bom after Sept. 30, 1983, for 1994, we considered children as Medicaid-eligible according to 
federal mandate if they were from birth to 5 years old with family income at or below 133 percent of 
the federal poverty level or if they were poor children 6 to 11 years old. 
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Figure 1: In 1994, 14.2 Percent of 
Children Were Uninsured 
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r­+------------- PrlvatelMedlcald 
4.5% 
3.2M 

r-------....;...-- Medicaid 
18.4% 
13M 

~---------CHAMPUS 

1.7% 
1.2M 

--+--- Uninsured 
14.2% 
10M 

:....---- Private 
61.2% 
43.1M 

lVI=rnIlIlAn. Uninsured children are children who were reported to have no insurance 
the entire year. Children reported as having health insurance coverage may 

for, some part of the year. Children with more than one source of coverage 
auplicate coverage at the same time or may have had different types of 

of the year. CHAMPUS is the Civilian Health and Medical Program of 
InllnrrrlAI1 ,.,"'VI"',.,. The Census Bureau includes other types of public coverage in the 

,.."',,nnrv, such as health coverage through the Indian Health Service or 
state-funded ' For figure, more than one source of coverage is shown only for 
children who have both private insurance and Medicaid coverage. Children with Medicare are 
included Withlthe Medicaid group. Children with both private insurance and CHAMPUS coverage 
will be shown1in the group with private insurance coverage. Children with Medicaid (or Medicare) 
and CHAMP1S insurance will be shown in the section for Medicaid . 

Background 
 . Studies h~ve shown that uninsured children are less likely than insured 
children tb get needed health and preventive care. The lack of such care 
can adverkelyaffect children's health status throughout their lives. 
Without hbalth insurance, many families face difficulties getting preventive 
and basic :care for their children. Children without health insurance or 
with gaps in coverage are less likely to have routine doctor visits or have a 
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regular so~e of medical care. When they do seek care, they are more 
likely to get it through a clinic rather than a private physician or health 
maintenancelorganization (HMo).4 They are also less likely to get care for 
irUuries,6 seela physician ifchronically ill, or get dental care.6 They are less 
likely to be appropriately immunized to prevent childhood illness-which 
is considered by health experts to be one of the most basic elements of 
preventive dre.7 . 

I 
The Medicaid program is the major public funding source for children's 
health insura!nce. It is ajointly funded federal-state entitlement program 
that providd health coverage for both children and adults. It is 

1 

administered through 56 separate programs, including the 50 states, the 
District of C61umbia, Puerto Rico, and the U.S. territories. States are 

1

required to cover some groups of children and adults and may extend 
coverage to qthers. Children and their parents must be covered if they 
receive benefits under the Aid to Families With Dependent Children (AFDc)

1 

program. Children and adults may also be eligible for the program if they 
are disabled imd have low incomes or, at state discretion, if their medical 
e~enses arei extremely high relative to family income. 

Beginning in 11986, the Congress passed a series of laws that expanded 
Medicaid eli~bility for pregnant women on the basis of family income, and 
for children dn the basis of family income and age. Before these eligibility 
expansions, !host children received Medicaid because they were on AFDC. 
Before 1989, boverage expansions were optional for states, although many 
states had exPanded coverage.s Starting in July 1989, states had to cover 

I 
4See Barbara Bloob. "Health Insurance and Medical Care: Health of Our N~tion's Children, United 
States, 1988." Advance Data From Vital and Health Statistics of the National Center for Health 
Statistics, No. 188,1 U.S. Department of Health and Human services, Public Health Service. Centers for 
Disease Control, National Center for Health Statistics (Hyaitsville; Md.: 1990), pp. 1:8; and Alexander 
M. Kogan. and othb., "The Effect of Gaps in Health Insurance on Continuity of a Regular Source of 
Care Among PresChool-Aged Children in the United States.' Journal of the American Medical 
Association, Vol. 274, No. 18 (1995). pp. 1429-35. . . '. 

I . 
&Mary D. Overpeck, and Jonathan B. Kotch, "The Effect of U.S. Chiidren'sAccess to Care on Medical 
Attention for Irijurles,' American Journal of Public Health, Vol. 85, No.3 (1995), pp. 402-04. 

6Alan C. Monheit, ~d Peter J. Cunningham, "Children Without Health Insurance," The Future of 

Children: U.S. Health Care for Children, Center for the Future of Children, The David and Lucile 

Packard Foundation. Vol. 2, No.2 (Los Angeles, 1992), pp. 154-70 . 


. . 7See David 1.. wJ, and others. "Access to Medic~ Care for Children and Adolescents in the U.S.," 
Pediatrics, Vol. 86,1 No.5 (1990). pp. 666-73; Charles N. Oberg, "Medically Uninsured Children in the 
United States: A Challenge to Public Policy," Pediatrics, Vol. 85, No.5 (1990), pp. 824-33; and David U. 
Himmelstein and Steffie Woolhandler, ·Care Denied:.O.S. Residents Who Are Unable to Obtain Needed 
Medical Services,"iAmerican Journal of Public Health. Vol. 85, No.3 (1995). pp. 341-44. 

&rhi,rty-two states Ld the District of Columbia had expanded coverage for pregnant women and 
infants. and 26 states and the District of Columbia had expanded coverage for older children as of 
December 1988. 
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pregn~t wbmen and infants with family incomes at or below 75 percent
I . 

of the federal poverty level. Two subsequent federal laws further 
expanded Jandated eligibility for pregnant women and children. By 

I 
July 1991, states were required to cover (1) pregnant women, infants, and 

I 

children uP[to 6 years.old with family income at or below 133 percent of 
the federal poverty level and (2) ~hildren 6 years old and older born after 
September 30, 1983, with family income at or below 100 percent of the 
federal P9v~rty level. Current law expands the group of poor children over 
6 years old ~ligible for Medicaid year by year until all poor children up to 

I 

19 years old 
! 
are eligible in the year 2002. In addition, states may expand 

Medicaid eligibility for infants and children beyond these requirements by 
either phasfug in coverage of children up to 19 years old more quickly than 
required, b~ increasing eligibility income levels, or both. (See table 11.2 for 
current eligi,bility levels in states.) 

These explions partially fueled the increase in Medicaid costs in the 
. I 

1990s, but children still represent less than one-fourth of Medicaid 
expenditur~s. In 1994, nondisabled children represented a large 
percentage bf Medicaid recipients-49 percent-compared with the 
percent;age bf Medicaid expenditures for medical care that they accounted 
for-16 perJent.9 Nonetheless, Medicaid's overall cost and the rate of cost 
increases hAve raised concerns about the program's impact on the federal 

I 

budget. Medicaid costs are projected to increase from about $156 billion in 
! 

1995 to $243 billion by the year 2000, according to the Congressional 
Budget Offi~e. The Congress has recently considered different options to 
lower the cdst of the program, including removing guaranteed eligibility 
for some ~es of current recipients and giving capped funding to the 
states as bldck grants. 

I . 


Health Insurance 
Coverage for Children 

. at Lowest Reported 
Level Since 1987 

In 1994, the bercentage of children with private health insurance reached 
the-lowest level reported in the last 8 years-65.6 percent or 46.3 million 

! 

children. lO (See fig. 1 and table ILL) Mirroring this trend, the percentage of 
children whb were uninsured rose to its highest reported level since 
1987-14.2 percent or 10 million children. (See figs. 2 and 3 and table 11.1.)

I 
Compared with adults 18 to 64 years old, for whom private insurance 
coverage ~ slightly increased in the last 2 years, coverage for children 
appears to t decreasing. 

onus is for chlldJen under 21 years old and does not include disabled children. If disabled children 
under 21 are inclhded, all children on Medicaid under 21 represent 52 percent of recipients and 23 
percent of medichl expenditures. (HCFA only collects data on children under 21 years ald.) 

lontese children Lght also have had other sources of coverage, such as Medicaid, in the same year. 
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and Adults .Wlth PrIvata Insurance 80 Percent 

Declined Since 1987 

Figure 2: The Percentage of Children II II I 
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Source: The Bureau of the Census. 
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Has Begun'to Rise In theLast2 Years 
for Children but Not Adults 

Figure 3: The Percentage of Uninsured 
'... 
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Source: The BreaU of the Census. 

Decreased Coverage 
Reported Despite Increase 
in Parents Working 
Full-Time 

I 

The estimated decrease in children's coverage occurred although slightly 
more chilctten were reported to be in families with a parent who worked 
full-time inl1994 than in 1993. Children of a parent who worked full-time 
for the entire previous year are more likely to have private health 

I 

insurance than other children. However, in 1994, almost 25 percent of 
children willi a parent working full-time did not have privately funded 
employmerlt-based health insurance. Almost 12 percent of children with a 

I 

parent wor¥ing full-time were uninsured. 

I 
Children whose parents worked at less than a full-time job for the entire 
year were Jrorse off for health insurance than children whose parents did 
not work at all in 1994. Only 37 percent had employment-based insurance 
(36.8 perceht). More children of parents who worked less than full-time all 
year were Jnmsured (21. 7 percent) than were children of parents who did 
not'work at! all in 1994 (14.6 percent). This is because children of parents

I 
who are not working tend to be enrolled in Medicaid. 
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More Poor Children 	 A higher perc~ntage of poor children were reported as uninsured in " 
1994-22.3 pJrcent-than in 1993-20.1 percent. In contrast, reported Estimated as Uninsured in 
rates of being. uninsured did not differ significantly between 1993 and 1994 1994 Compared With 1993 
for children arove poverty. (See table 1.) " 

Table 1: Percent of Children Without 
Health Insurance Coverage. by Poverty Figures are perqents 
Level Percentage 

point 
difference 

1989 1993 1994 1993-94 
Poor' 	 25.0 20.1 22.3 2.2b 

Near-poor" 	 26.5 24.5 24.9 

Above near-poord 	 7.5 9.1 8.9 (0.2) 

Note: Figures in e~ch year are percentages of children who were uninsured for one entire year 
within each income group. Only children who matched to a parent were included in this table. 

aPoor families tiavl incomes at or below"1 00 percent of the federal poverty level. 

bStatistically Signifibant at the 0.05 level. "" 

cNear-poor familieb have incomes between 101-150 percent of the federal poverty level. 
I 

dAbove near-poor families have incomes above 150 percent of the federal poverty level. 

Medicaid Continues to 
Be a Significant 
Source of Coverage 
for Children, but 
Many Eligible 
Children Do Not 
Enroll 

In 1994, MediJaid covered 22.9 percent of U.S. children-16.1 million 
I 

children.ll This number was lower than the Bureau of the Census " 
estimated in 1'993. The difference may be due partially to a reduction in the 

I 

"number of children on AFDC (who are automatically eligible for Medicaid) 
and partially tP changes in CPS methodology that reduced the 1994 
estimate, relative to the 1993 estimate. (See app. I.) 

IIThese children ar~ reported as having any Medicaid coverage, even if they also have 
employment-based Icoverage. Of these children, 3.2 million had private coverage as well as Medicaid 
coverage at some pbint in 1994. In our previous reports, children who had both Medicaid and 
employment-based private coverage were counted as having employment-based coverage and not 
counted as having Medicaid coverage. 

Page 9 GAOJHEHS-96-129 Children's Health Insurance in 1994 

0.4 

http:children.ll


B·271717 

Figure 4: Estimated Medicaid 
Enrollment for Children Expanded 
Between 1989 and 1993, but Was 
Lower In 1994 

30.0 Percent 

28.0 

26.0 

24.0 

22.0 

20.0 

18.0 

16.0 

14.0 

12.0 

10.0 

1987 1988 1989 1990 1991 1992 1993 1994 

_---!----rttIII'" 

I 

Year 

Source: The Bureau 01 the Census. 

Nevertheless, Medicaid's role as an insurer for children in working families 
not depending on welfare has grown. In 1994, 62 percent of children on 
Medicaid had:a working parent. Thirty percent of children on Medicaid 
had a parent who worked full-time for the entire previous year and 
. another 18.8 percent had a parent who worked full-time but for less than 
the entire yeat. Another 13 percent had a parent who worked part-time. 
Only 38 perceht had no working parent. In 1994, more than 50 percent of 
the children oh Medicaid did not receive AFDe or other public assistance. 
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Figure 5: More Than 60 Percent of 
Medicaid Children Had a Working 
Parent and More Than 50 Percent Did 
Not Receive AFDC In 1994 

At Least 30 Percent of 
Uninsured Children 
Eligible for Medicaid by 
Federal Mandate 

I : I ,II I ' , 

Working Less Than Full­
llme All Year 
31.7% 

--.--...Ir----- Working Full-llme All Year 
30.3% 

Not Working 
38.0% 

Without AFDC , 

53.8% 

WlthAFDC 

46.2% 

children who are eligible for Medicaid do not enroll. 
eligibility for children from birth to 5 years old with 

133 percent of the federal poverty level and for poor 
September 30, 1983. This means that poor children 
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under 13 years old are now eligible and, year by year, more poor. children 
will become eligible until all poor children under 19 years old will be 
eligible irl 2002. States have the option to expand age and income eligibility 
beyond tills mandate for pregnant women, infants, or children, and 40 
states ha~e done so. (See table II.2 for states that have expanded eligibility 
beyond fJderal requirements.) 

We estimlte that 14.3 million children in 1994 were eligible for Medicaid 
I 

by federal mandate because of their age and family income.12 Of those 
'. I 

children, ;11.4 million had private or public insurance coverage and 
2.9 million were uninsured (20.3 percent). The 2.9 million uninsured, 
Medica,idk1ligible children accounted for 30 percent of all uninsured 
children,' 

Compared with children on Medicaid, higher percentages of uninsured, 
Medicaid1eligible children had a working parent in 1994 (80.4 percent). 
Almost tllree-fourthS:ofthese uninsured, Medicaid-eligible children lived in 
the SoutW (41 percent) or the West (30.4 percent). Over one-half were 
African-tencan (21. 7 percent) or Hispanic (34.7 percent). 

More Uninsured Teens Will 	 Poor teetis under 19 years old will be phased into Medicaid eligibility in 
I 

Become Eligible for 	 the next 6 years if current federal Medicaid eligibility mandates for 
children :ire maintained. In 1994, an estimated 4.1 million children 13 to 18Medicaid Coverage in the I
years old Iwere poor. In 1994, 32 percent of poor teens 13 to 18 yearsNext 6 Years 0Id-1.3 fuillion teens-were uninsured. 

I 
Parents May Not Enroll 
Eligible Uninsured 
Children in Medicaid for 
Various Reasons . 

As we have. previously reported, there are several possible reasons why 
faITilliesrriay not enroll their children in Medicaid. First, low-income 
families ritay riot know that their children could be eligible for Medicaid 
even ifa parent works full-time' or if the family has two parents. A study 
'that interi'iewed current AFDC recipients and fonner recipients who had 
begun wdrking found that 41 percent of AFDC recipients and 23 percent of 
fonner rebipients did not understand that a parent could work full-time 
and recei~e AFDC for his or her children and an even larger percentage did 

I 	 . 
12For 1994 tMse were children from birth to 5 years old with family income at or below 133 percent of 
the federal poverty level and poor children 6 to 11 years old-federal law mandates coverage for 
Children froni birth to 5 years old. and for poor children older than 5 and born after September 30, 
1983, For 19~, we counted children as eligible if they were up to 5 years old with family income at or 
below 133 percent of the federal poverty level or were poor children 6 to 10 years old. 
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not underst.knd that children in two-parent families could be eligible for 
Medicaid.13 

Families participating in otherprograms for low-income persons also have 
I ,

low rates of, Medicaid enrollment. In 1992, only 48 percent of the women, 
infants, andlchildren enrolled in the Special Supplemental Program for 
Women, Infants; and Children (WlC) were enrolled in Medicaid, even 
though ove~ 72 percent were in families with incomes below 130 percent 
of the federill poverty level. In 1993, only 68 percent of children in Head 

I ' " ", '" 

Start, an em;ly childhood education program for low-income children, were 
enrolled in Medicaid. 

I ' , 
Second, getting enrolled in Medicaid is difficult for low-income families. In 
a previous r~port, we found that many Medicaid applicants never complete 
the eligibili~ determination process and about one-half are denied for 
procedural reasons; that is, applicants did not or could not provide the 
basic docmJentation needed to verify their eligibility or did not appear for 

I

eligibility interviews.14 Finally, some families may not seek Medicaid until 
they face a tnedical crisis or may not want to enroll in Medicaid because 
they considJr it a welfare program and therefore stigmatizing. 

I ,
States can obtain federal matching funds to conduct outreach programs 
about the M~dicaid program. States determine their own outreach 

I ' 

programs-both the amount and the focus. According to one Health Care 
Financing Afu:mrustration (HCFA) official, Medicaid outreach to children's 
families has :focused more on encouraging the use of preventive care by 

I 

enrolled children than on informing nonenrolled families that their 
children mitiht be eligible. Some states db try to inform low-income 
families that they can get health insurance for their children through 
Medicaid~ither by using informational billboards, 800 telephone referral 
numbers, or\other means. In addition, HCFA and the Agency for Children 
and Families have developed a cooperative agreement to work together 

I
and with states and localities to improve outreach to families of potentially

I 

eligible low-income children, particularly those enrolled in federally 
I ' 

funded child care and Head Start programs. 

Fiscal pressLes may have made some states less interested in expanding' 
the number bf children receiving Medicaid than they were several years 

I 
I 

13Sarah C, Shuptrine, Vicki C. Grant, and Genny G. McKenzie, A Study of the Relationship of Health 
Insurance Covenige to Welfare Dependency (Columbia, S,C,: Southern Institute on Children and 
Families, 1994), pp. 21-25. 

, I 
14Health Care Refonn: Potential Difficulties in Detennining Eligibility for Low-Income People 
(GAOIHEHS-94-176, July 11, 1994). 
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ago. Even thclugh children represent a relatively small percentage of 
I

Medicaid exP,enditures (about 16 percent of expenditures are for 
nondisabled bhildren under 21 years old), growth in the number of, 
children on Medicaid has contributed to program expenditure increases. 
Medicaid spehding increases have become one of the largest budget 
problems for states-representing 19.4 percent of state expenditures in 
1994. 

I 

Private health insurance is overwhelmingly employment-based in the 
United Statd, but many children do not get this benefit even if their 
parents wor~. Health insurance is less likely to be offered in the firms that 
employ low-fucome workers. If health insurance is available through work , 
but is costly for workers, it is less likely to be affordable for low-income 
workers. I . . 

Part of the Jason that families with children may have difficulty affording 
health insurahce is that many children live in low-income families. 
Twenty-fourbercent ofchildren lived in poor families in 1994, and another 
21 percent li~ed in families with income between 101 and 200 percent of 
the federal p6verty level. Moreover, families with employer-sponsored 
health insurahce have faced sharply rising costs over the last decade to 
purchase fantlly cove~age through 'their employer. These rising costs may 
prove to be ~uch more of a burden. for lower-income families. 

I . 

I 


Private health insurance coverage has continued to decrease for children. 
As private c6verage has decreased, Medicaid has become a more . 
important sorrce of health insurance coverage, especially for children in 
working families. Nevertheless, despite the expansion in public insurance 
funding, 10 rhlllion children were uninsured in the United States in 1994. 
Even more n6table, the largest percentage of uninsured children were in 

I 

families witl\ a working parent or parents. In addition, at least 30 percent 
ofuninsuredlchildren were eligible for Medicaid, which means that many 
uninsured chlldren are not getting the advantage of publicly funded . 
insurance. 

As long as private coverage continues to decrease for children, the number 
of children ~ured or on Medicaid will continue to grow. This strains 
public resoufces-either to pay for Medicaid coverage or to provide direct 
care or subsidies to hospitals to care for the uninsured. In the past, 
providers ha~e had various sources of funds to recoup some of the cost of 
caring for th~ uninsured patient. In the era of managed care and 
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cost-cutti~g, it is becoming more difficult for hospitals and physicians to 
care for p~tients without insurance. As these trends continue, it will likely \ become e~en more difficult to get care without insurance. 

I 
Medicaid ~ost increases are pressuring states and the federal government 
toward different types of program changes. Changes to the Medicaid, . 

program tpat remove guaranteed eligibility or alter the fmancing and 
responsibilities of the federal and state governments may strongly affect 
health inshrance coverage for children in the future. Other types of 

I . 

. changes~at strengthen the private insurance market may also have 
signifiCanr effec1s on children's coverage in the ful\lre. 

We did n6t seek agency comments because this report does not focus onAgency Comments agency a~tivities. We did, however, discuss relevant sections of this report 
with resppnsible officials in the Department of Health and Human 
Services, lIeFA, and the Department of Commerce, Bureau of the Census. 
They offeted technical suggestions that we included where appropriate in 

I 

the report. 

I 
I 

As agreed with your office, we plan no further distribution of thiS report 
for 30 da~s. At that time, we will make copies available on request. Please 
contact me at (202) 512-7114 or Michael Gutowski at (202) 512-7128 ifyou 
or your st!aff have any further questions. This report was prepared by

j . 

. Michael Gutowski, Sheila A vruch, and Paula Bonin. 

Sincerely yours, 

tU~~~......v"II""'" 
I 

William Jl Scanlon 
j 

Director, Health Systems Issues 
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'Changes in the CPS ahd Their Effect on 

.Estimated Insurance poverage and Other 

I . 

Methodological Considerations 
. . I 

The Bureau of the Census has made recent efforts to improve the accuracy 
I 

and ease of administering the CPS. These changes should improve 
estimates of c'overage, particularly for children. However, these changes 
can affect thel estimates reported. As a result, estimates for 1994 and 
subsequent years may not be entirely equivalent to those for previous 

I 

years. Several changes completely or partially implemented this year 
appear to hav~ affected specific estimates of health insurance coverage. 

I 

CPS Improved, but 
Estimates Before 1994 
May Not Be 
Comparable 

Private Insurance 
Comparable, but 1YJ)e 

. of Private Insurance 
May Not Be 

Census rewot,ded and reordered existing questions about health insurance 
and added new ones for the March 1995 cPs, which reports 1994 data. This 
was done as part of changing to a computer-assisted telephone 
interviewing rl-tethodology. Census also changed the sample frame-or 

! 

types of families sampled to get a statistically representative . 
estimate-frob one based on the 1980 census to one based on the 1990 
census. Thes~ changes appear to have affected the 1994 estimates of the 

I 

percentage 0fjpeople (particularly children) whose private insurance 
coverage is employer-based versus privately purchased and the percentage 
of children or1 Medicaid compared with previous years' estimates. 

Most people l the United States who have private insurance get their 
insurance thr6ugh their employer or union. The previous CPS questionnaire 
asked fIrst wIiether a person had any private insurance, then if that person 
was the polic~holder. Only after that did the questionnaire ask whether the 
insurance waS obtained through an employer or union. The new 
questionnaireIfirst asks directly whether a person has private insUrance 
through an employer or union. The questionnaire then asks about private, 
individually pirrchased coverage. . 

Officials atCJnsus believe that the 1994 estimate of overall private 
insurance agr~es well with previous years' estimates, and the estimates for 
individually p~chased insurance and employment-based insurance are 
superior to previous years' estimates. However, the number of people who 
report that th~ir private insurance came from an employer or union has 

!

increased, while the number who report that their private insurance was 
I ,

individually pprchased has decreased. Therefore, because these apparent 
differences may be due to the questionnaire change rather than actual 
changes in th~ composition of private insurance coverage, comparisons of 
employment-tlased or private individual coverage in 1994 to previous years 
may not be appropriate to understand trends in coverage. This is why we 
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compared private coverage rather than employment·based coverage of 
children ovbr time in this report. 

In additiOn,! we are using a different defInition of children on Medicaid for 
this report than our previous report and correspondences. For this report, 
our group 6f children on Medicaid are children with any Medicaid 
coverage, eyen if they also have employment·based coverage. Previously, 
we had excluded children with Medicaid coverage who also had 
employmerit.based insurance in the same year from the Medicaid group. 
We conside~ed employment·based insurance their primary source of 
coverage artd included them in that group. But defining insurance 
coverage thls way led to a lower overall number and percentage of 

I 

children wi'fh Medicaid coverage. Therefore, for this report, we are 
including children with both private and Medicaid coverage reported in 
both categlries. Figure 1 shows the overlap." 

Medicaid Estimates 
for Children May Be 
Affected by Decreases 
in AFDC Enrollment 
Rates and Change in 
Sampling Frame 

In the past, !researchers have been concerned that the CPS underreports 
Medicaid c6verage, because CPS estimates of Medicaid enrollment have 

I 

historically1been lower than HCFA numbers on Medicaid program 
enrOllment.! Even if the CPS underreported Medicaid enrollment, consistent 
estimates can be useful to follow overall insurance trends over time. 

t • 

However, the calendar year 1994 CPS estimates of Medicaid coverage for 
children arJ lower than the calendar year 1993 estimates. This is puzzling 
to some res~archers who have used the CPS in the past because HCFA data 
on Medicaid program enrollment showed an increase in coverage between 

I ' 

fIscal year 1993 and fIscal year 1994. The apparent drop may be partially 
due to a re~orted drop in the number of children enrolled in AFDC and it 
may also bJ due to the change in the,cps sampling frame. 

I .
Between 19,93 and 1994 the percentage of children who were reported to 
be receiving AFDC or other assistance dropped from 10.6 percent to 
9.6 percentt-about 600,000 fewer children. Because children on AFDC are 
entitled to Medicaid coverage, Census assigns Medicaid coverage to AFDC 

children ev~n if their parents do not report them as receiving Medicaid. 
This partially explains why Medicaid coverage may have appeared to 

I 
l'In our previou~ report and correspondences, we assigned a single source' of coverage to children if 
they had multiple insurance sources reported for a single year. We based the assignment for insured 
children on a hi~rarchy-if they had any employment-based insurance, they were assigned to that 
category; ifthe;Yr had no employment-based insurance, but had Medicaid or Medicare, they were 
assigned to the Medicaid category; if they had neither employment-based insurance, Medicaid or 
Medicare, but hlill CHAMPUS, they were assigned to CHAMPUS; if they had private, individually 
purchased insurance, but none of the above categories, they were assigned to the individual privately 

I
purchased coverage category. 
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decrease. De~artment of Health and Human Services' data also show a 
small drop in the average monthly enrollment of children in AFDC between 
calendar ye~ 1993 and 1994, although because of the differences 

I 

between months included in calendar years and fiscal years, the drop does 
not show up i~ fiscal year data until fiscal year 1995. In fiscal year 1995, 
average monthly enrollment of children continued to drop. 

Medicaid covLage also may have appeared to decrease because Census 
changed the sknple frame--or types of families that Census 
interviews-ft-om one based on the 1980 census to one based on the 1990 
census. BecaJse the March 1995 CPS was a transitional one for the sample 
frame, half thJ families were chosen based on the 1980 frame and half 
were chosen tiased on the 1990 frame. The percentage of children on 

I 

Medicaid was Ilower in the half chosen from the 1990 frame (22.3 percent) 
than the half Jhosen from the 1980 frame (23.4 percent). While the sample 

I 

chosen from the 1990 frame should be a more accurate report of Medicaid 
coverage, the furferences between the two parts of the sample indicate 
that reported differences between 1993 arid 1994 Medicaid coverage levels 
Illay be due in part to sampling frame changes rather than actual changes 
in coverage. 

Other types of. health insurance coverage did not appear to be affected 
much by sam~ling frame differences. Health insurance coverage estimates 
for workers wtth private insurance or with CRAMPUS were almost the same 
in the two hal~es of the sample frame. 

I 
Another issue iwith the 1993 estimate of children with Medicaid 
coverage-which Census informed us has been resolved--concerns 
miscoding. uJt year, Census officials discovered some children appeared 
to be miscodea as receiving Medicaid. Census officials attempted to fix 

I 

this through editing the CPS data tape, but the edited 1993 data tape may 
still contain in~dvertently included data that show some children in the 
group with Me'dicaid who should not be in that group. According to 
Census, the C~ding issue was resolved for the 1994 estimates. 

I 

Effect on Comparing 
1994 With Our 
Previous Estimates 

These change~ in reported coverage make some comparisons with our 
previous repoits and others' reports based on the CPS problematic. While 
the estimate of the uninsured should not be affected to any great extent by 

I 

changes in theiquestionnaire, estimates of employment-based insurance 
and private, individually purchased insurance are not comparable from 
1994 to previo~s years. However, estimates of private insurance (the 
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. combinatibnof both) appear more comparable. Therefore, for this letter 
we are reporting on comparisons of private coverage. Similarly, whether 
private co~erage came from employment or individual purchase can affect 
other estirhates when using a hierarchy to assign one source of coverage. 
In additiorl, we are reporting children on Medicaid if they had any 
Medicaid doverage (including those who also had employment-based 

I 

coverage) because this definition of Medicaid coverage should not be as 
I 

affected by the questionnaire change and is more comparable ~ previous 
years' data! and better captures the full extent ofU.8. children enrolled in 
Medicaid. 

Methodology for 
Matching Children 
and Detennining 
Parental Work Status 

To determine characteristics of children's parents, we followed a 
methodology discussed in our previous report (see app. II of Health 
Insurance for Children: Many Remain Uninsured Despite Medicaid 
Exp3.nsionl(GAO/HEHS-9~175)). We matched children to a parent(18 to 64 
years old) in their household (or a related adult who served as a parent, 
such as a ~andparent or sister) and then linked that parent to a spouse, if 
any. We m~tched about 98 percent of children, but fewer Medicaid and 
uninsured bhildren matched (about 96 percent) than did children with 
employmet\t-based insurance. We determined parental work status by 

I 

searching for a parent with the highest work status-full-time all year, less 
than full-tithe all year, or not working. Figures I through 4 and table II. I 
are based dn the total number of children-that is, unmatched children. 
Any disC~iOns ()femploymen~ status ofparents are based on matched 
children, ~ are figure 5 and table 1. . . 
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Insurance Status of CI1ildren, 1987-94, and 

Medicaid Eligibility, b~ State, 1996· 

Table 11.1: Health Insurance Status of 
Children Under 18 Years Old Private 
(1987--94-AII Sources of Insurance Year Insurance Medicaid Uninsured 
Reported) 19948 65.6 22.9 14.2 

1993b 67.4 23.9 

1992C 68.7 22.0 12.7 

1992 69.3 21.6 

1991 69.7 20.4 

1990 71.1 18.5 13.0 

1989 73.6 15.7 

1988 73.5 15.6 

1987 73.6 15.2 12.9 

Source: The Bureau of the Census. 
I 

Note: Rows may add to more than 100 percent because children with both private insurance and 
Medicaid will be coun~ed in both categories. In any year. under 5 percent of children have other 
coverage. such as CHAMPUS. Children with coverage other than private insurance or Medicaid 
and who are not uninsured are not counted in this table. . 

I 
"Data collection methi;>d changed to entirely computer-assisted telephone interviewing and 
sample frame partially changed. 

bData collection methbd partially changed to computer-assisted telephone interviewing. 
I 

clmplementation of 1990 census population weights. which affected the estimates-see other 
estimate for 1992. I 

I 
Table 11.2: Medicaid Eligibility Levels 1.1 II I' I 

for Pregnant Women and Children, as Percent of federal level' 
of February 1996 Pregnant Age under 

women Children Children 6 which 

State 
and 

Infantsb 
under 6 

years old 
years old 
and older 

children 
are eligible 

Alabama 133 133 133 13cI 
Alaska 133 133 100 13c 

Arizona 140 133 100 14 

Arkansas 133 133 100 13c 

California 200 133 100 19 

Colorado 133 133 100 13c 

.Connecticut 185 185 185 13c 

Delaware 185 133 100 19 

Florida 185 133 100 20 

Georgia 185 133 100 13c 

Hawaii 300 300 300 19 

Idaho 133 133 100 13c 
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Appendix II 
• 

Insurance St atus of Children, 1987·94, and 
Medicaid ....' by State, 1996 

Percent of federal .....,.,"'.., level8 

Pregnant Age under 
women Children Children 6 which 

and under 6 years old children 
are .1I..lhl.Infantsb years old and older State 

133 133 100 13c·Illinois 

150 133 100 13cIndiana 

185 133 100 13aIowa 

Kansas 150 133 100 16 

Kentucky 185 133 100 19 

Louisiana 133 133 100 13c 

185 133 125Maine 

u" I"ld 185 185 185 13c" ..,',.., 
MassachusEius 185 133 100 13c 

Michigan 185 150 150 15d 

Minnesota 275" 133 100 13c 

~Ai.,,,,i.,.,ir)ni 185 133 100 13c 

Missouri 85 133 100 19 

Montana 133 133 100 13c 

Nebraska 150 133 100 13c 

Nevada 133 133 100 13c 

New ,0.'''1-''''!"'''' 185 185 185 19 

New Jersey 185 133 100 13c 

New Mexico 185 185 185 19 

New York 185 133 100 13c 

North Carolil ~a 185 133 100 13c 

North Dakot; 

Ohio' 

133 
133 

133 
133 

100 

100 
18 

13c 

Oklahoma 150 133 100 13c 

Oregon 133 133 100 19 

Pennsylvani~ 185 133 100 13c 

Rhode Islan~ 250 250 100 13c 

South Caroli1a 185 133 100 13c 

South Dakot:. 133 133 100 19 

Tennessee 185 133 100 13c 

Texas 185 133 100 13c 

Utah 133 133 100 18 

Vermont 225 225 225 18 

Virginia 133 133 100 19 
VYa;)[ III [\:ItVII 200' 200 200 19 

(continued) 
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Appendix II I 
Insurance Status of Children, 1987-94, and 
Medicaid Eligibility, by State, 1996 

Percent of federal poverty level' 

Pregnant Age under 
women Children Children 6 which 

and under 6 years old children 
State infantsb years old and older are eligible 

West Virginia 150 133 100 19 
Wisconsin 185 185 100 

Wyoming· 133 133 100 

I 
Source: National ~overnors' Association, State Medicaid Coverage of Pregnant Women and 
Children: Winter 1996, MCH Update (Washington, D.C.: National Governors' Association, 1996.) 

Note: percentageSland ages in bold type show expansi~ns beyond federal minimum 
requirements, either for age, family income, or both. . I . 
"The federal poverty level is the income level below which a family is poor, according to the 
federal poverty income guidelines published every year by the Department of Health and Human 
Services. The guidelines are for income by family size. For 1996, a family of three was poor if its 
family income was below $12,980. 

blnfants are childre~ less than 1 year old. 
I 

"Born after September 30, 1983. 

dBorn after June 30[1979. 
I 

BMinnesota defines infants as up to 2 years old. 

'Pregnant women a:e eligible if they have family income at or below 185 percent of the federal 
poverty level. Infants receive automatic coverage if their mother was on Medicaid when the child 
was born. In additi~n, infants are eligible if they are living in families with income up to 
200 percent of the federal poverty level. 
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. 
In order to fulfill the commitmen~ made in the Balanced Budget Agreement 

to provide $16 billion over 5 yead for children"s health insurance, we will: 
I 

• 	 Provide additional funding 4r the existing Maternal and Child Health 
Block Grant program, fundea at an FY 971t:vcl of $681 olilliou. The 
progra:m is designed to"...pr6vid.e a.nd ... assure mothers and children (in 
particular those with low inc~me or ~th limited availability of health 
services) aceesil to quality ma~emal and child health services...". 

, , , \ ' 

The September 1996 report ~ Congress hom the Maternal and child 
"Health Bureau states, " ... (thJ block grant program} has become so 
successful that it is seen as a kodel for designing State Block Grants in 
the 1990~8. It>. 	 I 


I 

I 


States will retain flexibility oA how best to utilize the grant funds in 

order to provide increa~,opJortunities,for children
o ~ea~th care .., 	 , 

coverage. Such initiatives mJy include---but are not limited to--­
subsidies for privale insurancel premhU119; vouchers t:o families for the 

purchase of health ins~raIlce; lan~ ptovi::;ion of health care through 
communIDty-baSed 0' t" Iorganlza IOns. 

Estima~ed cost 199B-2002.. ~ ............. $7.7 billion 
I 
I 

I 


• 	 Approve the Presidenfs Medicaid reform proposal Lo allow states 1::0 

cover children for 12 consecut1ive months without regard to changes in 
, 	 I

family income. The Congressional Budget Office estimates thai: this 
policy would reduce the numbJr of uninsau:ed ch;jdren by 80,000. 

Estim~ted cost 1998-2002 ............... $0.7 billion, 
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Page 2 
Child Health Assuran({f! 

Cha.nge the effective elate, from! 2002 to 1998, for Medicaid coverage of all 
children under the a.ge of 19 'IV~ose family income is .beloW' 100% of povez:tyo 
Increase the feeleral share for su~h coverage for only the period of coverage which is 

cOU'llcr tkn current !.,.w would olthenr.ise aJ.lo.a,. This mecha.nism 'WOuld a.void 

placing an unhmded mandate oh the states and wou1l provide immediate health 
I 	 " 

~erage to approxim.ately 1 million children. 

Estimated. (!ost 199&2002 ....... --...$1.5 billio.!! 

• 	 Insure 'Utat families with at leasl:\one child under age 18 and with family income 
belo'Gl' 200% of poverty ($32,10~ for a family of 4) will be J,le to deduct health 
msuran.ce expenses. The JeJw:ti'on will he phased back ~n cunent: law between 
200% and 300% of poverty. Tllisprovision will affect 1.2 million children whose 
parents are covered. und.er An an~loyment-~d policy which does not cover the: 
children. 

Estimated cost 1998~2002........u.$5 billion 


• 	 Repeal the current, arbitrary lmu~tiODS On the use of Medical Savings ,AcCOUnts 

and. permit paxents to decide wheiiher establishing a MSA would be the mosl 
effective meaas of p.tovi(ling health i:lsumnce for their ~hiIJxen. 

. 	 . . \ Estimated cost 1998-2002..........$1.1 billion 


• 	 Adopt MedicaidzeformS ':m~ by the NatlonaI GovemolS Association, 
which expand. state ne:cibilily and lnuld on the efforts already underway at. the state 
level to strengthen oub:each initiatives and ~and health care coverage for 
children. Allow states to Ufle preJrums (/ ~o-pa.ym.en~ in onler to provide 
expanded health care co'Vezage for ~hddxen; permit the enrollment of individuals in 

managed CatC withuul the need to bhtain il. fcdcr.:tl w01i"ICr; expand home and 
community.'baseJ. car:e as an alte+tive to insl:ituf:ional care without the . 
requirement to ohlain a federal waiver; repeal the Boten amendntent, thereby 
allowing states to control p:r:ovider ~yment rates; a.nd permit the states to make 
eligibility cleter.rninations in the mJst. efficient and cost effective manner. The 
saving. genezal:.ed {!'Om these refonbs would be applied. toward the $13.6" billion in 
Med.icaid. savings required. by the I:n:Jge~ a.greement. 

. I Estimat:.c:J savings 1998-:2002 .... 13.9 billion 
May 22. 1997 
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