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Child Health Initiatives

Program FY97 | FY 98 Proposed FY 98 Proposed
C Appropriation $1 billion $2 billion

Fulfill promise of
-+ | Medicaid - Outreach to
currently eligibles'?

- enroll at least 1/3 of ' $144m : $144m
eligible children by 2002 ' : . .

- enroll at least 2/3 of $288m $288m
eligible children by 2002 ‘

Allow state option to $288m : $288m
accelerate phase-in of
children under age 19
with family incomes
below poverty®

Allow state option for 12«
month Medicaid
eligibility determination
for children -

Enhance partnerships e $100 m demo $750'm to all states

with States :

- 1113 Bully pulpit

- Create new Title XTX
demonstration authority.

- use workers between
jobs capped entitlement
authority ‘

Increase federal match for
on-site eligibility workers
from 50% to 75%

Create performance
match (similar to $500m
welfare pot) to reward
states that eproll more
-kids into Medicaid

Expand access to | $802m $200m o $200m
comrmunity-based '
services through

CHC/School Health

lpederal oost estimates are baged on Medicaid federag ghare expense of $877 par
child in FY 1998. Source: HCFA, OACQT

*nssumes that at least one-third, up te two-thirds of eligible chlldren nould be
enrolled in Medicaid by the year 2002 with enhanced outreach and other effdrts
targeted at enxelling eligible children. The estimated & year federal cost of this
propogal wonld be $2.3 to $4.7 billion. : '

3pach year, approximately 250,000 additional children would receive Medicaid
coverage throughk this phase-in. Assuming that states would include twe age cohorts a
year, the estimated 3 year federal cost of this proposal would be 5603 million.
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. 12/12/96 Draft

Demoustration Projects to Study the Effect
of Allowing States to Extend Coverage to-
Children Not Otherwise Qualified t¢c Receive Medicaid Benefits

. 1. Definition

The goal of this demonstration is to: (1) fulfill the promise of Medicaid by ensuring that eligible
- children are enrolled; and (2) extend benefits to other uninsured chddren who are not currently
eligible for Medicaid. :

In order to allow Staies to develop and carry out innovative programs to ensure that cligible
children are enrolled in Medicaid and to extend health insurance coverage to children who lack
insurance, the Department of Health and Human Services will enter into agteements with states
for the purpose of conducting demonstration projects to study the effect on access to health care,
private insurance coverage, and costs of health care when States are encouraged to improve
enrollment of eligible children and to extend benefits to children not otherwise eligible for
Medicaid.

11, Specific Provisions

The Federal government will provide support to States to continue and expand innovative

programs to provide insurance for uninsured children. Under this program, States will be

encouraged to enhance efforts to enroll eligible children in Medicaid and to expand coverage to

other children by creating new opportunities for insurance coverage thereby creatmg a scamlcss
system of care for children in their state.

For children not otherwise eligible for Medicaid, States will establish income guidelines,
eligibility criteria including limits on access to employer-subsidized insurance, benefits,
copayments and premiums up to the full cost of the program. States may limit coverage of items
and services under the project, but will be required to assure the receipt of critical services .
including well-child care and other related services to reduce morbidity and mortality.

Approval of the demonstration will be dependent upon the Secretary’s determination that the
project can reasonahly be expected to improve children’s access to health insurance coverage;

For cach demonstration project, the Secretary shall assure that an evaluation is conducted on the
effect of the project with respect to: (1) access to health care; (2) changes in health care insurance
coverage; (3) costs with respect to health care; (4) benefits, premiums and cost sharing. The
Secretary shall submit a report to Congress containing a summary of the evaluations documented
under this demonstration.
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III. Impact

States are showing an increasing interest in developing innovative ways to provide coverage to
uninsured children. Under this proposal, the federal government would provide matching funds
to expand the number of states participating in such programs and to increase the mumnber of
uninsured children who have access to such programs. States would be given latitude in

' designing the best program to mest the needs of their children. ’
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MEMORANDUM FOR THE PRESIDENT

FROM:  DonnaE. Shalala 'B,j SN A

Today, 10 million--14 percent--of children are uninsured. Ninety percent of all uninsured
children come from working families. Addressing the needs of these children requires a multi-
dimensional approach:

e increase insurance coverage through Medicaid by reaching those eligible but not enrolled;
. guarantee twelve month eligibility for those children already enrolled in Medicaid;
. enhance partnerships with the states and private sector to help prov1de insurance for

children; and

. expand access to community based care. .

THE CHILDREN’S HEALTH INITIATIVE

Our goal ought to be to improve the insurance and access needs of half of the 10 million
uninsured children. Because there is no single reason why these children are uninsured, no
single solution effectively and efficiently addresses the problem. We also know that enrollment
in insurance does not ensure access to quality care.

We must fulfill the promise of our existing programs and build upon innovative state programs
for uninsured children. We must also allow states and communities to target efforts that best
meet the needs of their children. Our initiative does not include federal subsidies to families with
uninsured children because subsidies are generally costly, may require very high subsidy levels
to attract the currently uninsured into a program, and may inadvertently substitute for employer
subsidized insurance. The overall investment is almost $12 billion over five years, of which $4.7
billion has no scoring implications. The specific provisions and costs for the initiative to address
the important health care needs of our nation’s children are discussed below (see attached chart).

1. Medicaid Initiatives

A. Work with states to fulfill the promisc of Medicaid for children who are already eligible
under current law. An estimated 3 million children are currently eligible for Medicaid but not
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enrolled. Our proposal assumes that up to two-thirds of these children could be enrolled into
Medicaid with enhanced outreach and other efforts targeted at enrolling eligible children. Full
enrollment of all Medicaid eligible individuals has been a challenge since the enactment of
Medicaid, and this challenge will continue as the new welfare reform bill is implemented. We
must: :

. eliminate barriers to effective enrollment of eligible children through managed
care and other Medicaid state programs;

. streamline eligibility by enhancing the federal/state partnership and providing
best-practice models and other technical assistance to states;

*  increase coordination with other federal programs (day care, Head Start, school
health, community health centers, food stamps, WIC) to improve outreach and
enrollment;

. increase collaboration with foundations and insurers/managed care organizations

to identify innovative ways to improve enrollment;

. develop public information campaigns to inform the public about opportunities to
enroll in Medicaid; and

. encourage state Lise of 1115 authority to expand Medicaid coverage and
enrollment.

This initiative will cover an additional two million children. This off-budget proposal will
increase the cost of the Medicaid baseline by $4.7 billion for FY 1998-2002.

B. Extend continuous coverage for children age 1 year and older. In 1990, Congress
required continuous eligibility for pregnant women throughout their pregnancy and for three
months postpartum, and for infants through the first 12 months of life. This proposal will
provide states with the option to allow continuous coverage to children for one year after
eligibility is determined. Doing so will guarantee more stable coverage for children and better
continuity of health care services. In addition, it will reduce the administrative burden on
Medicaid officials, health care providers, social service providers, and families who are required
to refile paperwork for children’s eligibility determination.

This initiative will cover an additional 1.25 million children. This proposal is estimated to cost
$3.5 billion for FY 1998-2002.
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II. State Demonstrations

Provide funding for states to support innovative partnerships to insure children not
otherwise qualified to receive Medicaid or employer sponsored benefits. Numerous states
have joined forces with insurers, providers, employers, schools, corporations and others to
develop innovative ways to provide coverage to uninsured children. We ought to provide

- matching funds to expand the number of states participating in such programs and to increase the
number of uninsured children who have access to such programs. States will be given wide
latitude in program design but will be required to assure the receipt of critical services including
well-child care and other related services to reduce childhood morbidity and mortality. To

" manage costs, programs may include cost-sharing, managed care, and competitive bidding. .

. Under this program, States will be encouraged to enhance efforts to enroll eligible
children in Medicaid and to expand coverage to other children by creating new
. opportunities for insurance coverage thcreby creating a seamless system of care for
children in their state.

. For children not otherwise eligible for Medicaid, States will establish income guidelines,
eligibility criteria including limits on access to employer-subsidized insurance, benefits,
copayments and premiums up to the full cost of the program. States may limit coverage
of items and services under the project, but will be required to assure the receipt of
critical services including well-child care and other related services to reduce morbidity
and mortality.

. Evaluations will be conducted on the effect of these efforts to learn about: (1) access to
health care; (2) changes in health care insurance coverage; (3) costs with respect to health
care; (4) benefits, premiums and cost sharing.

This initiative w:ll cover an additional 1.5 million children per year. 1t is estimated to cost
$750 million per year, for a total of $3.75 billion for FY 1998-2002.

IH. Safety Net Initiatives

Enhance access to care through school health centers and consolidated health centers
(CHCs). We will provide increased targeted funding for CHCs to enhance and expand services
to working families and their children, including children enrolled in day care, Head Start ’
programs, and schools. To strengthen the safety net of community-based providers in urban and
rural areas, these funds will be directed to communities with high levels of uninsured children,
including EZ/EC communities. Funds will be used to increase CHCs capacity to serve uninsured
children and their families and to better meet the needs of those in their community whose
insurance coverage is fragmented or incomplete. In addition to increasing their own capacity,
CHCs will serve as a focal point for marshaling public and private community resources directed
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at child health and, with their partners, taking steps to mesh child health and related services into:
local integrated systems that serve children and their families.

. We will also provide communities with the option of serving their children through school health”
centers. This effort will provide children with comprehensive primary care services including
diagnosis and treatment of acute and chronic conditions, preventive health services, mental

health services, health education and preventive dental care. School health centers will also be
encouraged to link to other appropriate programs, including Healthy Start, state Maternal and
Child Health, Head Start, Community Schools, and Empowerment Zones/Enterprise
Communities. We will encourage programs to develop billing systems to collect third party
payment and participate in a community-wide health care delivery system.

This initiative will serve an additional 250,000 children per year. The cost of these programs to
the discretionary budget will be $25 million per year, for a total cost of $125 million for the FY
1998-2002.

I look forward to working wﬂh you to fulfill our promise to children by making health care more

affordable and accessible through these efforts.

Attachment



Children’s Health Care Coverage Initiatives

Coverage by Cost in FY 02 S Year Cost
End of 2000 (FY 98-02)
1. Expanded Medicaid
Outreach (off-budget)
66% Success Rate 2 million children $1.5 billion $4.7 billion
A2. Enhanced State 1.5 million children $750 million $3.75 billion
Partnerships - '
-{ 3. 12 Month Eligibility - 1.25 million $1.1 billion $3.5 billion
Option ‘ children '
|- Fotals ==="*7 | 475million | $3.35billion | $11.95 billion |
AR k children ‘
4 ) _
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: December 9, 1996
MEMORANDUM TO HILLARY RODHAM CLINTON '

FROM:  Chris Jennings

RE: | Children's Health Care

ISSUE

Children who lack access to health care are more vulnerable to health problems. Additionally
the lack of health insurance for children may impact health care costs for the entire health
care system. Today, an estimated 10 million children are uninsured and millions more are
underinsured.

BACKGROUND

The General Accounting Office estimates that 10 million children (almost 15% of all children
under age 18) were without health insurance —- the highest level of children uninsured since
1987. Millions more children are underinsured. These children have limited access to
preventive and primary care and may lack the insurance or other resources needed to access
care.

AAdditionally the number of children with private coverége has decreased. The d,ecline' in

private health insurance among children may largely be attributed to an erosion in employer-
sponsored health insurance due in part to the shift to more part-time work and more

-outsourcing to smaller firms.

As private insurance coverage shrinks, Congress has expanded kids' health coverage through
Medicaid. State Medicaid expansions have extended coverage to millions of children,
including children under the age of 6 whose family incomes are 133 pércent above the federal
poverty level. Each year a new age group of kids is "phased in" so that by 2002, all poor
children under age 19 will be chgxblc for Medicaid. This will increase Medicaid eligibles by
1 million children.

Despite greater reliance on Medicaid, many eligible uninsured children do not enroll in
Medicaid. According to a recent study by the Center on Budget and Policy Priorities, a
variety of factors influence children's enrollment in Medicaid including: the scope of
coverage under a state's welfare program, the uninsured rate in the state, and steps a state has
taken to make the Medicaid program accessible to diverse populations.



- The Democratic Leadership (Senator Daschle and Representative Gephardt) have a serious
interest in developing a health care initiative for children. Even before they had real policy
options, the Leadership included a proposal to expand coverage by requiring insurance
companies to offer lower—cost "kids—only" policies. They included this proposal as part of -
the "Families First Agenda," akin to the GOP's 1994 "Contract with America." White House
and HHS staff have provided technical assistance to Democratic staff to evaluate options.

OPTIONS

There are several options to improve access to health care for children. These options range
from expanding federal funding of health care services or coverage to promoting states'
development of child health initiatives to encouraging the private sector to provide more
comprehensive coverage to children. Five of the major options are discussed below..

0ption,'1: “Create a health subsidy for children. This option would require all insurance |
companies that do business with the federal government to offer "kids—only" policies and
provide premium subsidies to help families afford health care coverage.

Option 2: Provide tax incentives to improve coverage for children. Similar to option 1,
option 2 would expand access to health care coverage by making families eligible for tax
credits for their children's "kids—only" health care policies.

'Option 3: Expand children's health coverage under Mediqaid. This option would employ
an effective outreach initiative to expand coverage to the estimated 3 million children
currently eligible for Medicaid who do not have coverage.

Option 4: Enhance partnerships with states to expand coverage for children. This
option would provide grants to states to support innovative programs to insure children.
Under this option, the federal government would provide matching funds to expand the
number of states participating in such programs and to increase the number of uninsured
children who have access to such programs. For example, the Children's Health Insurance
Program (CHIP) of Pennsylvania is a state—supported program aimed at providing
comprehensive health care services to children up to 14 years of age. The program is funded
by ‘a two cents per pack state tax on cigarettes. ‘

Option 5: Expand access to community-based services. This option would make sure
kids receive needed health care through clinics and community health centers. Through a
public health approach, the federal government could enhance existing networks or create new
partnerships of providers to provide health services to underserved populations of kids. One
possibility is to require the 650 federally funded community health centers around the country
to locate uninsured kids and notify their families that the centers are there to provide
_treatment at nominal cost.



RECENT REPORTS

In the past year, several reports on health care coverage for children have been released.
Following is a summary of four of the most significant reports.

TAB 1. * Health Insurance For Children: Private Insurance Coverage Confinues to
Deteriorate, GAO, June 1996 '

This report demonstrates that the number of children without health insurance
coverage, 10 million children, was greater in 1994 than at any time in the last 8 years.
Additionally private health insurance for children decreased primarily among children
of poor families. Health care coverage remained relatively stable among non-poor
children.

This report also finds that Medicaid continues to be an important source of insurance
for children in working families. However, in 1994, approximately 3 million children
who were eligible for coverage under Medicaid (30% of the total number of
uninsured) did not enroll in the program.

TAB 2. ‘ Millions of Uninsured and Underinsured Children Are Eligible For
Medicaid, Center on Budget and Policy Priorities, December 1996

This study finds that about 3 million children who may be eligible for Medicaid were
not enrolled in the program. A variety of factors influence children's enrollment in
Medicaid including: the scope of coverage under a state's welfare program, the
uninsured rate in the state, and steps a state has taken to make the Medicaid program
accessible to diverse populations. The authors continue to report that welfare law
changes are likely to result in even lower Medicaid participation rates in the future,
unless states revamp their Medicaid application procedures and outreach strategies.

This study concludes that the Medicaid program has the potential to provide health
care coverage to a large number of children who are uninsured or underinsured.

TAB 3. Uninsured Children of the South, Southern Ihstitute on Children and
Families, November 1996 _

~ This report finds that the number of uninsured children in the South is
disproportionately high. Of the 9.4 million uninsured children in the United States, a
total of 4.1 million (43%) live in the South even though only 36% of all children live
in this region. More than 100,000 (20%) of all children in Arkansas are uninsured.

States vary in their use of Medicaid to expand health care coverage for uninsured
children. Arkansas is one of three states that has not expanded Medicaid eligibility
beyond Federal minimums to cover children. To reduce the number of uninsured
children in the South, the authors recommend that states: (1) raise Medicaid age and
income eligibility levels, (2) eliminate the Medicaid assets test for children, and (3)
use outreach to enroll eligible children in Medicaid.



TAB 4. Health Insurance for Children: State and Private Programs Create New
. ' Strategies to Insure Children, GAO, January 1996

This report highlights six health insurance programs initiated by states and private
organizations (in five states; AL, PA, NY, FL, and MN) to increase health care access
for children. By 1995, 14 states and at least 24 private~sector organizations had such
programs. The number of children enrolled in the six programs studied ranged from
more than 5,000 to more than 100,000 and focused primarily on low-income, '
uninsured children not enrolled in Medicaid. These programs were funded by various
nonfederal sources, such as dedicated state taxes and private donations.
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Hillary Rodham Clinton: Options for Health Care Re-Engagement

. Health Care Experts' Meeting and Op Ed Submission

Hold private meeting(s) in early January w1th health care economists and
other validators to discuss status of health care system

Use this information as basm for a mid-January Op Ed piece, de31gned to
be subsequently validated by the participants at the meeting. Your piece
would stress the positive, as well as the negative developments; it would
be used to support the policy positions taken by the President in the -
budget submission in February. On the reform side, it could particularly
highlight the President's workers in-between jobs initiative (helping at
least 700,000 kids), additional children coverage/service expansions
(outlined below), Medicare preventive care expansions, and other
incremental, but important health reforms.

Have staff work with the health economists to do follow-up responses that
affirm your Op Ed's findings and suggestions by no later than the end of
January. :

Focus on Quality at Commission Event

In response to an invitation of the Quality Commission, testify to further
develop the quality in health care theme that would be no doubt part of
your Op Ed message. And, although not directly related to charge of
Commission, raise some of the coverage reform issues outlined above.

Have staff work with Commission Members and outside experts to
validate testimony. .

Become More Visible on Children's Health Issues

Help orchestrate and lead Federal/State attempts to expand coverage to the

3 million children currently eligible for, but not receiving Medicaid.
Consider hosting an event with the President, the National Governors'
Association (NGA), and other relevant "players" to develop strategies for
much better outreach to children. (An effective outreach strategy cannot
be implemented without the administrators of Medicaid -- the States.)
This would be a logical amendment to the Medicaid eligibility work that

will have to occur post enactment of welfare reform.



Follow-up the kids outreach meetings as a visible advocate of any
legislative and/or regulatory recommendation that emerges. Try to get
visible Republicans to be associated with your efforts in this area.

Conduct field studies of successful health care coverage and service
expansion programs designed for children. A number of states, like
Pennsylvania, have established insurance programs for kids, which have
had some. preliminary success. ‘Highlight successful community health
centers (and perhaps school based clinics), which are expanding access to-
health services. Both of these initiatives may receive additional support
from our budget (if we can find the resouces) and would be great places
to validate our budget proposal.

- Host meetings with representatives of small and medium businesses to

create a cooperative environment that can begin to address why so many
of these businesses are not providing coverage for dependents. While we
can help the lowest income children get coverage and services, it is
extremely difficult to develop any initiative (short of a mandate) that can
expand coverage of the working uninsured without creating incentives for
businesses now covering to drop coverage. ‘' This work would come under |
the heading of urging and rewarding responsible (and voluntary) business-
sponsored initiatives. | |






" GAO

United States General Accountmg Office

Report to the Rankmg Minority Member,
Subcommittee on Children and Famlhes, |
Committee on Labor and Human |
Resources, U. S! Senate

June 1996

HEALTH INSURANCE
FOR CHILDREN

Prlvate Insurance
Coverage Contmues to
Deterlorate

O

GAO/HEHS-96-129

5 years
1921 - 1996 '




GAO
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General Accounting Office
Washington, D.C. 20548

Health, Education, and
Haman Services Division

B-271717
June 17, 1996

The Honorable Christopher J. Dodd
Ranking Minority Member

Subcommittee on Children and Families
Committee on Labor and Human Resources
United States Senate

Dear Senator Dodd:

As the U.S. health care marketplace changes, having health insurance
coverage has 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 particularly vulnerable to the lack of health insurance. Although a
healthy group, they need preventive and acute care for their optimum
development. 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,’ private health insurance coverage for
children decreased between 1987 and 1993. Expanding children’s coverage
through the publicly funded Medicaid program helped to cushion the
effect of this decrease. The Medicaid expansion increased health
insurance coverage for poor children.? However, it did not lead to an
overall increase in the percentage of children covered because children
above the poverty level lost private coverage but were less likely to be
eligible for Medicaid. Since our earlier report, the Congress has considered
restructuring the Medicaid program, including children’s eligibility for
coverage. It has also considered proposals that would change the private
insurance marketplace. In addition, the shift toward managed care in the
health care marketplace has continued, which reduces providers’

. willingness to care for uninsured patients.

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

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

*Poor children are children in families with income at or below the Federal Poverty Income
Guidelines. These guidelines set income levels by family size to determine poverty. In 1996, a f:
three with income at or below $12,980 is considered poor.

Page 1 GAO/HEHS-96-129 Children’s Health Insurance in 1994
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Results in Brief

whether more children in working families were depending on Medicaid
than had previously been reported,

how many uninsured children mlght be eligible for Medicaid but not
enrolled in 1994, and

why families of uninsured but Medicaid-eligible chlldren might not be
seeking Medicaid coverage for their children.

“To answer these 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 methodology for the CPs questionnaire and data collection had

‘been improved for the March 1995 cps. In addition, the sample frame or

saraple selection process for families had been updated by using 1990,
census information. While these changes provide better estimates of
insurance coverage for 1994, in our opinion and that of Census Bureau
officials, some estimates for 1994 are not comparable to prior years
estimates of insurance coverage primarily because of these
methodological changes. In this report, we highlight comparisons of 1994
and earlier estimates that we think are most comparable. (See app. I.) Our
work was conducted between January and May 1996 in accordance with
generally accepted government auditing standards.

The number of children without health insurance coverage was greater in
1994 than at any time in the last 8 years. In 1994, the percentage of
children under 18 years old without any health insurance coverage -

- reached its highest level since 1987—14.2 percent or 10 million children

who were uninsured. (See fig. 1.) In addition, the percentage of children

. with private coverage has decreased every year since 1987, and in 1994

reached its lowest level in the past 8 years—65.6 percent or 46.3 million
children. In comparison, the loss of health insurance coverage for adults
18 to 64 years old appears to have stabilized in the last 2 years. Between
1993 and 1994, the decline in health insurance coverage for children was
concentrated among children in poor families. Health insurance coverage
remained stable for nonpoor children.

Among children whose parents are working, Medicaid continued to be an
important source of insurance coverage. The Medicaid expansions in
eligibility for low-income children not on welfare allowed more children of
working parents to become insured through Medicaid—a trend that
continued in 1994. But Medicaid coverage for children as estimated
through the cprs was lower in 1994 than 1993-—which may be due to

Page 2 GAO/HEHS-96-129 Children’s Health Insurance in 1994
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- methodological éhanges in the cps. (See app. I for more detail on these cps
changes and their effects.) '

Despite greater reliance on Medicaid for covering children of the working

- poor, many eligible uninsured children do not enroll in Medicaid. For 1994,
we estimate that 2.9 million uninsured children were eligible for Medicaid
by federal mandate but did not enroll.? These Medicaid-eligible uninsured
children represent 30 percent of all uninsured children. Unless the
Congress changes Medicaid eligibility law, the group of children eligible
for Medicaid will 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 million poor teens in this age group. This continuing
expansion could cover more 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
informed that their children are eligible for Medicaid and enroll them.

7

3For 1993, these 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 10 years old. Because coverage is being phased in £
children bomn after Sept. 30, 1983, for 1994, we considered children as Medicaid-eligible accordi

. federal mandate if they were from birth to 5 years old with family income at or below 133 perce:
the federal poverty level or if they were poor children 6 to 11 years old.

Page 3 i GAO/HEHS-96-129 Children’s Health Insurance in 1994
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Figure 1: In 1994, 14.2 Percent of
Children Were Uninsured

Background

Private/Medicald

4.5%
3.2M

Medicald
18.4%
13M

CHAMPUS

1.7%
1.2M

Uninsured

14.2%
10M

Private
61.2%
43.1M

2

Note: M=million. Uninsured children are children who were reported to have no insurance
coverage at all for the entire year, Children reported as having health insurance coverage may
have been uninsured for some part of the year. Children with more than one source of coverage
reported may have had duplicate coverage at the same time or may have had different types of
coverage at different times of the year. CHAMPUS is the Civilian Health and Medical Program of
the Uniformed Services. The Census Bureau includes other types of public coverage in the
CHAMPUS coverage category, such as health coverage through the Indian Health Service or.
state-funded programs. For this 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 with the Medicaid group. Children with both private insurance and CHAMPUS coverage
will be shown in the group with private insurance coverage. Children with Medicaid (or Medicare)
and CHAMPUS insurance will be shown in the section for Medicaid. '

‘Studies have shown that uninsured children are less likely than insured

children to get needed health and preventive care. The lack of such care
can adversely affect children’s health status throughout their lives.
Without health 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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- maintenance organization (#M0).* They are also less likely to get care for

regular source 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

injuries,® see a physician if chronically ill, or get dental care.® 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 care.”

The Medicaid program is the major public funding source for children's
health insurance. It is a jointly funded federal-state entitlement program
that provides health coverage for both children and adults. It is
administered through 56 separate programs, including the 50 states, the
District of Columbia, Puerto Rico, and the U.S. territories. States are
required to cover some groups of children and adults and may extend
coverage to others. Children and their parents must be covered if they
receive benefits under the Aid to Families With Dependent Children (AFpc)
program. Children and adults may also be eligible for the program if they
are disabled and have low incomes or, at state discretion, if their medical
expenses are extremely high relative to family income.

Beginning in 1986, the Congress passed a series of laws that expanded .
Medicaid eligibility for pregnant women on the basis of family income, and
for children on the basis of family income and age. Before these eligibility
expansions, most children received Medicaid because they were on AFDC.
Before 1989, coverage expansions were optional for states, although many
states had expanded coverage.? Starting in July 1989, states had to cover

4See Barbara Bloom, “Health Insurance and Medical Care: Health of Our Nation's Children, United
States, 1988," Advance Data From Vital and Health Statistics of the National Center for Health
Statistics, No. 188, U.8. Department of Health and Human Services, Public Health Service, Centers for
Disease Control, National Center for Health Statistics (Hyattsville, Md.: 1990), pp. 1-8; and Alexander
M. Kogan, and others, “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 Amencan Medical

Association, Vol. 274, No. 18 (1895), pp. 1428-35.

SMary D. Overpeck, and Jonathan B. Kotch, “The Effect of U.S. Children’s Access to Care on Medical
Attention for Injuries,” American Journal of Public Health, Vol. 85, No. 3 (1995), pp. 402-04.

Alan C. Monheit, and 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.

""See David L. Wood, and others, “Access to Medical Care for Children and Adolescents in the US.”

Pediatrics, Vol. 86, 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: U.S. Residents Who Are Unable to Obtain Needed
Medical Services,” American Journal of Public Health, Vol. 85, No. 3 (1995), pp. 341-44.

SThirty-two states and the District of Columbia had expanded coverage for pregnant women an’

infants, and 26 states and the District of Columbia had expanded coverage for older children as o
December 1988.
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Health Insuranc

Coverage for Children
" at Lowest Reported

Level Since 1987

pregnant women and infants with family incomes at or below 75 percent
of the federal poverty level. Two subsequent federal laws further
expanded mandated eligibility for pregnant women and children. By

July 1991, states were required to cover (1) pregnant women, infants, and
children up to 6 years old with family income at or below 133 percent of
the federal poverty level and (2) children 6 years old and older born after
September 30, 1983, with family income at or below 100 percent of the -
federal poverty level. Current law expands the group of poor children over
6 years old eligible for Medicaid year by year until all poor children up to
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 phasing in coverage of children up to 19 years old more quickly than
required, by increasing eligibility income levels, or both. (See table 1.2 for
current eligibility levels in states.)

These expansions partially fueled the increase in Medicaid costs in the
1990s, but children still represent less than one-fourth of Medicaid

expenditures. In 1994, nondisabled children represented a large

percentage of Medicaid recipients—49 percent—compared with the .
percentage of Medicaid expenditures for medical care that they accounted

- for—16 percent.® Nonetheless, Medicaid's overall cost and the rate of cost

increases have raised concerns about the program’s impact on the federal
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 Office. The Congress has recently considered different options to
lower the cost of the program, including removing guaranteed eligibility
for some types of current recipients and giving capped funding to the
states as block grants. :

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

children.! (See fig. 1 and table I1.1.) Mirroring this trend, the percentage of

children who were uninsured rose to its highest reported level since
1987—14.2 percent or 10 million children. (See figs. 2 and 3 and table II.1.)
Compared with adults 18 to 64 years old, for whom private insurance
coverage has slightly increased in the last 2 years, coverage for children
appears to be decreasing.

®This is for children under 21 years old and does not include disabled children. If disabled children
under 21 are included, all children on Medicaid under 21 represent 52 percent of recipients and 23
percent of medical expenditures. (HCFA only collects data on children under 21 years old.)

These children might also have had other sources of coverage, such as Medicaid, in the same year.
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Figure 2: The Percentage of Chiidren
and Adults With Private Insurance
Deciined Since 1887
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Figure 3: The Percentage of Uninsured . .

Has Begun to Rise in the Last 2 Years
for Chiidren but Not Adults
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Decreased Coverage
Reported Despite Increase
in Parents Working
Full-Time

The estimated decrease in children’s coverage occurred although slightly
more children were reported to be in families with a parent who worked
full-time in 1994 than in 1993. Children of a parent who worked full-time
for the entire previous year are more likely to have private health
insurance than other children. However, in 1994, almost 25 percent of
children with a parent working full-time did not have privately funded
employment-based health insurance. Almost 12 percent of children with a
parent working full-time were uninsured.

Children whose parents worked at less than a full-time job for the entire
year were worse off for health insurance than children whose parents did
not work at all in 1994. Only 37 percent had employment-based insurance
(36.8 percent). More children of parents who worked less than full-time all
year were uninsured (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
who are not working tend to be enrolled in Medicaid.
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More Poor Chﬂdferi
Estimated as Uninsured in
1994 Compared With 1993

A higher percentage of poor children were reported as uninsured in
1994—22.3 percent—than in 1993—20.1 percent. In contrast, reported
rates of being uninsured did not differ significantly between 1993 and 1994
for children above poverty. (See table 1.) :

Table 1: Percent of Children Without
Heaith Insurance Coverage, by Poverty
Level : i

Figures are percents

Percentage
point
difference

1989 1993 1994 1993-94
Poor® - 25.0 20.1 22.3 2.2
Near-poor® : 26.5 24.5 249 0.4
Above near-poor? 7.5 9.1 8.9 " {0.2)

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

*Poor families have incomes at or below 100 percent of the federal poverty level.

®Statistically significant at the 0.05 level.

“Near-poor families have incomes between 101-150 percent of the federal poverty level. .

4Anove 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, Medicaid covered 22.9 percent of U.S. children—16.1 million
children.” This number was lower than the Bureau of the Census
estimated in 1993. The difference may be due partially to a reduction in the

‘number of children on AFpCc (who are automatically eligible for Medicaid)

and partially to changes in cps methodology that reduced the 1994
estimate, relative to the 1993 estimate. (See app. I.)

"These children are reported as having any Medicaid coverage, even if they also have i
employment-based coverage. Of these children, 3.2 million had private coverage as well as Medicaid
coverage at some point in 1994. In our previous reports, children who had both Medicaid and .

employment-based private coverage were counted as having employment-based coverage and nof
counted as having Medicaid coverage.
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Figure 4: Estimated Medicaid
Enrollment for Children Expanded
Between 1989 and 1993, but Was
Lower in 1994 '

- 240

- i .|
30.0 Percent ' -
28.0

26.0

220
200
18.0

16.0

140
12.0

10.0

1987 1988 1989 1880 1991 1982 . 1993 1994

Year

Source: The Bureau of 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 year. Another 13 percent had a parent who worked part-time.
Only 38 percent had no working parent. In 1994, more than 50 percent of
the children on Medicaid did not receive AFDC or other public assistance.
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Figure 5: More Than 60 Percent of
Medicald Chlidren Had a Working

Parent and More Than 50 Percent Did Working Less Than Full-
Not Recelve AFDC in 1994 'gi;n;;ﬁll Year
. . {+]

Working Full-Time All Year
30.3%

Not Working
38.0%

Without AFDC

53.8%
| With AFDC
46.2%
At Least 30 Percent of Many uninsured children who are eligible for Medicaid do not enroll.
Uninsured Children Present law mandates eligibility for children from birth to 5 years old with
Eligible for Medicaid by income at or below 133 percent of the federal poverty level and for poor
Federal Mandate children born after 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 in 2002. States have the option to expand age and income eligibility
beyond this mandate for pregnant women, infants, or children, and 40
states have done so. (See table 1.2 for states that have expanded ehglblhty
beyond federal requn'ements )

We estimate that 14.3 million children in 1994 were eligible for Medicaid
by federal mandate because of their age and family income.!? Of those-
children, 11.4 million had private or public insurance coverage and

2.9 million were uninsured (20.3 percent). The 2.9 million uninsured,
Medicaid-eligible chlldren accounted for 30 percent of all uninsured
children.” .

Compared with children on Medicaid, higher percentages of uninsured,
Medicaid-eligible children had a working parent in 1994 (80.4 percent).
Almost three-fourths.of these uninsured, Medicaid-eligible children lived in
the South (41 percent) or the West (30.4 percent). Over one-half were
African-American (21.7 percent) or Hispanic (34.7 percent). '

More Uninsured Teens Will

Poor teens under 19 years old will be phased into Medicaid eligibility in

Become Eligible for the next 6 years if current federal Medicaid eligibility mandates for
icaid Coverage in the children are maintained. In 1994, an estimated 4.1 million children 13 to 18
IItIlegltcﬁa; eaCr s 8 years old were poor. In 1994, 32 percent of poor teens 13 to 18 years
€ N old—1.3 million teens—were uninsured.
Parents May Not Enroll. As '.,w_e. have previously reported, there are several possible reasons why
Eligible Uninsured families may not enroll their children in Medicaid. First, low-income
Children in Medicaid for families may not know that their children could be eligible for Medicaid

Various Reasons

even if a parent works full-time or if the family has two parents. A study
that interviewed current AFDC recipients and former recipients who had
begun working found that 41 percent of AFDC recipients and 23 percent of
former recipients did not understand that a parent could work full-time
and receive AFDC for his or her children and an even larger percentage did

2For 1994 these 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 from birth to 5 years old, and for poor children older than 5 and born after September 30,
1983. For 1993, 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 understand that children in two-parent families could be eligible for
Medicaid.!?

Families participating in other programs for low-income persons also have
low rates of Medicaid enrollment. In 1992, only 48 percent of the women,
infants, and children enrolled in the Special Supplemental Program for
Women, Infants, and Children (wic) were enrolled in Medicaid, even
though over 72 percent were in families with incomes below 130 percent
of the federal poverty level. In 1993, only 68 percent of children in Head
Start, an early childhood education program for low-income chﬂdren were
" enrolled in Medicaid.

Second, getting enrolled in Medicaid is difficult for low-income families. In
a previous report, we found that many Medicaid applicants never complete
the eligibility determination process and about one-half are denied for
procedural reasons; that is, applicants did not or could not provide the
basic documentation needed to verify their eligibility or did not appear for
eligibility interviews.!* Finally, some families may not seek Medicaid until
“they face a medical crisis or may not want to enroll in Medicaid beca

they consider it a welfare program and therefore stigmatizing. .

States can obtain federal matching funds to conduct outreach programs
about the Medicaid program. States determine their own outreach
programs—both the amount and the focus. According to one Health Care
Financing Administration (HCFA) official, Medicaid outreach to children’s
families has focused more on encouraging the use of preventive care by
enrolled children than on informing nonenrolled families that their
children might be eligible. Some states do try to inform low-income
families that they can get health insurance for their children through
Medicaid—either by using informational billboards; 800 telephone referral
nurabers, or other means. In addition, HCFA and the Agency for Children
and Families have developed a cooperative agreement to work together
and with states and localities to improve outreach to families of potentially
eligible low-income children, particularly those enrolled in federally
funded child care and Head Start programs.

~ Fiscal pressures may have made some states less interested in expanding
the number of children receiving Medicaid than they were several years

BSarah C. Shuptrine, Vicki C. Grant, and Genny G. McKenzie, A Study of the Relationship of Health
Insurance Coverage to Welfare Dependency (Columbia, 8.C.: Southern Institute on Children and
Families, 1994), pp. 21-25.

*Health Care Reform: Potential Difficulties in Determining Eligibility for Low-Income People .

(GAO/HEHS-94-176, July 11, 1994).
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Conclusions

e

ago. Even though children represent a relatively small percentage of
Medicaid expenditures (about 16 percent of expenditures are for
nondisabled children under 21 years old), growth in the number of
children on Medicaid has contributed to program expenditure increases.
Medicaid spending increases have become one of the largest budget
problems for states—representing 19.4 percent of state expenditures in
1994. :

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

Part of the reason that families with children may have difficulty affording
health insurance is that many children live in low-income families.
Twenty-four percent of children lived in poor families in 1994, and another
21 percent lived in families with income between 101 and 200 percent of
the federal poverty level. Moreover, families with employer-sponsored
health insurance have faced sharply rising costs over the last decade to
purchase family coverage through their employer. These rising costs may
prove to be much more of a burden for lower-income families.

Private health insurance coveragé has continued to decrease for children.

. As private coverage has decreased, Medicaid has become a more

important source of health insurance coverage, especially for children in
working families. Nevertheless, despite the expansion in public insurance
funding, 10 million children were uninsured in the United States in 1994.
Even more notable, the largest percentage of uninsured children were in
families with a working parent or parents. In addition, at least 30 percent
of uninsured children were eligible for Medicaid, which means that many

| uninsured children are not getting the advantage of publicly funded

insurance.

As long as private coverage continues to decrease for children, the number
of children uninsured or on Medicaid will continue to grow. This strains
public resources—either to pay for Medicaid coverage or to provide direct
care or subsidies to hospitals to care for the uninsured. In the past,
providers have had various sources of funds to recoup some of the cost of
caring for the uninsured patient. In the era of managed care and
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Agency Comments

cost-cutting, it is ‘becoming_ more difficult for hospitals and physicians to
care for patients without insurance. As these trends continue, it will likely
become even more difficult to get care without insurance.

Medicaid cost increases are pressuring states and the federal government
toward different types of program changes. Changes to the Medicaid
program that remove guaranteed eligibility or alter the financing and
responsibilities of the federal and state governments may strongly affect
health insurance coverage for children in the future. Other types of

. changes that strengthen the private insurance market may also have
_significant effects on children’s coverage in the future.

We did not seek agency comments because this report does not focus on
agency activities. We did, however, discuss relevant sections of this report
with responsible officials in the Department of Health and Human
Services, HCFA, and the Department of Commerce, Bureau of the Census.
They offered technical suggestions that we included where appropriate in

- the report. ' ‘ .

As agreed with your office, we plan no further distribution of this report
for 30 days. At that time, we will make copies available on request. Please
contact me at (202) 512-7114 or Michael Gutowski at (202) 512-7128 if you
or your staff have any further questions. This report was prepared by
Michael Gutowski, Sheila Avruch, and Paula Bonin.

Smcerely yours,

)bl 9&,,2.\/

William J. Scanlon
Director, Health Systems Issues
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Changes in the CPS and Their Effect on
Estimated Insurance Coverage and Other

Methodological Considerations o @

CPS Improved, but

Estimates Before 1994

May Not Be
Comparable

Private Insurance
Comparable, but Type
- of Private Insurance
May Not Be -

The Bureau of the Census has made recent efforts to improve the accuracy
and ease of administering the cps. These changes should improve
estimates of coverage, particularly for children. However, these changes
can affect the estimates reported. As a result, estimnates for 1994 and
subsequent years may not be entirely equivalent to those for previous
years. Several changes completely or partially implemented this year
appear to have affected specific estimates of health insurance coverage.

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

- types of families sampled to get a statistically representative

estimate—from one based on the 1980 census to one based on the 1990
census. These changes appear to have affected the 1994 estimates of the
percentage of people (particularly children) whose private insurance
coverage is employer-based versus privately purchased and the percentage
of children on Medicaid compared with previous years’ estimates. .

Most people in the United States who have private insurance get their .
insurance through their employer or union. The previous CPs questionnaire
asked first whether a person had any private insurance, then if that person
was the policyholder. Only after that did the questionnaire ask whether the
insurance was obtained through an employer or union. The new
questionnaire first asks directly whether a person has private insurance
through an employer or union. The questionnaire then asks about private,
individually purchased coverage.

Officials at Census believe that the 1994 estimate of overall private
insurance agrees well with previous years’ estimates, and the estimates for
individually purchased insurance and employment-based insurance are
superior to previous years’ estimates. However, the number of people who
report that their private insurance came from an employer or union has
increased, while the number who report that their private insurance was
individually purchased has decreased. Therefore, because these apparent
differences may be due to the questionnaire change rather than actual
changes in the composition of private insurance coverage, comparisons of
employment-based or private individual coverage in 1994 to previous years
may not be appropriate to understand trends in coverage. This is why we

Page 18 GAO/HEHS-96-129 Children’s Health Insurance in 1994




Appendix 1

Changes in the CPS and Their Effect on .
Estimated Insurance Coverage and Other
Methodological Considerations

.Medica.id Estimates

for Children May Be
Affected by Decreases
in AFDC Enrollment
Rates and Change in

Sampling Frame

compared private coverage rather than employment-based coverage of
children over 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 of children on Medicaid are children with any Medicaid
coverage, even if they also have employment-based coverage. Previously,
we had excluded children with Medicaid coverage who also had
employment-based insurance in the same year from the Medicaid group.

_ We considered employment-based insurance their primary source of -

coverage and included them in that group. But defining insurance
coverage this way led to a lower overall number and percentage of
children with Medicaid coverage. Therefore, for this report, we are
including children with both private and Medicaid coverage reported in
both categories. Figure 1 shows the overlap.®

In the past, researchers have been concerned that the CPs underreports

'Medicaid coverage, because Cps estimates of Medicaid enrollment have

historically been lower than HCFA numbers on Medicaid program
enrollment. Even if the ¢ps underreported Medicaid enrollment, consistent
estimates can be useful to follow overall insurance trends over time.

.However, the calendar year 1994 cps estimates of Medicaid coverage for

children are lower than the calendar year 1993 estimates. This is puzzling
to some researchers who have used the ¢ps in the past because HCFA data
on Medicaid program enrollment showed an increase in coverage between
fiscal year 1993 and fiscal year 1994. The apparent drop may be partially
due to a reported drop in the number of children enrolled in AFpC and it
may also be due to the change in the cpPs sampling frame. :

Between 1993 and 1994 the percentage of children who were reported to
be receiving AFDC or other assistance dropped from 10.6 percent to

9.6 percent——-about 600,000 fewer children. Because children on AFDC are
entitled to Medicaid coverage, Census assigns Medicaid coverage to AFpC
children even if their parents do not report them as receiving Medicaid.
This partially explains why Medicaid coverage may have appeared to

In our previous 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 hierarchy—if they had any employment-based insurance, they were assigned to that
category; if they 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 had 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

- purchased coverage category.
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Changes in the CPS and Their Effect on
Estimated Insurance Coverage and Other
Methodological Considerations

decrease. Department of Health and Human Services’ data also show a
small drop in the average monthly enrollment of children in AFDC between

. calendar years 1993 and 1994, although because of the differences
between months included in calendar years and fiscal years, the drop does
not show up in fiscal year data until fiscal year 1995. In fiscal year 1995,
average monthly enrollment of children continued to drop.

Medicaid coverage also may have appeared to decrease because Census
changed the sample frame—or types of families that Census
interviews—from one based on the 1980 census to one based on the 1990
census. Because the March 1995 cps was a transitional one for the sample
frame, half the families were chosen based on the 1980 frame and half
were chosen based on the 1990 frame. The percentage of children on
Medicaid was lower in the half chosen from the 1990 frame (22.3 percent)
than the half chosen from the 1980 frame (23.4 percent). While the sample
chosen from the 1990 frame should be a more accurate report of Medicaid
coverage, the differences between the two parts of the sample indicate
that reported differences between 1993 and 1994 Medicaid coverage levels
may be due in part to sampling frame changes rather than actual chang

in coverage. ' . ‘

Other types of health insurance coverage did not appear to be affected
much by sampling frame differences. Health insurance coverage estimates
o for workers with private insurance or with CHAMPUS were almost the same
‘ in the two halves of the sample frame. ‘

Another issue with the 1993 estimate of children with Medicaid
coverage—which Census informed us has been resolved—concerns

" miscoding. Last year, Census officials discovered some children appeared
to be miscoded as receiving Medicaid. Census officials attempted to fix
this through editing the cps data tape, but the edited 1993 data tape may
still contain inadvertently included data that show some children in the
group with Medicaid who should not be in that group. According to
Census, the coding issue was resolved for the 1994 estimates.

5 . These changes in reported coverage make some comparisons with our
Effect (?Il Comparmg previous reports and others’ reports based on the cps problematic. While
1994 With Our the estimate of the uninsured should not be affected to any great extent by
Previous Estimates changes in the questionnaire, estimates of employment-based insurance
and private, individually purchased insurance are not comparable from
- 1994 to previous years. However, estimates of private insurance (the .
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Changes in the CPS and Their Effect on
Estimated Insurance Coverage and Other
Methodological Considerations

Methodology for
Matching Children
and Determining
Parental Work Status

- combination of both) appear more comparable. Therefore, for this letter

we are reporting on comparisons of private coverage. Similarly, whether
private coverage came from employment or individual purchase can affect
other estimates when using a hierarchy to assign one source of coverage.
In addition, we are reporting children on Medicaid if they had any
Medicaid coverage (including those who also had employment-based
coverage) because this definition of Medicaid coverage should not be as
affected by the questionnaire change and is more comparable to previous
years' data and better captures the full extent of U.S. children enrolled in
Medicaid.

To determine characteristics of children’s parents, we followed a

- methodology discussed in our previous report (see app. Il of Health

Insurance for Children: Many Remain Uninsured Despite Medicaid
Expansion (GAO/HEHS95-175)). 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 grandparent or sister) and then linked that parent to a spouse, if

any. We matched about 98 percent of children, but fewer Medicaid and

“uninsured children matched (about 96 percent) than did children with

employment-based insurance. We determined parental work status by
searching for a parent with the highest work status—full-time all year, less
than full-time all year, or not working. Figures 1 through 4 and table IL.1
are based on the total number of children—that is, unmatched children.
Any discussions of employment status of parents are based on matched

| children, as are figure 5 and table 1.
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Appendix II

Insurance Status of Children, 1987-94, and
Medicaid Eligibility, by State, 1996 f ®

Table II.1: Health Insurance Status of

Children Under 18 Years Old o Private
(1987-94—All Sources of Insurance Year insurance  Medlcald Uninsured
Reported) 19942 : 65.6 22.9 14.2
o 1993° ‘ 67.4 239 13.7
1992¢ 68.7 220 12.7
1992 v 69.3 216 12.4
1991 69.7 20.4 12.7
1990 71.1 18.5 13.0
? 1989 - 73.6 15.7 133
, 1988 © 735 15.6 13.1
: 1987 73.6 15.2 12.9

Source: The Bureau of the Census.

Note: Rows may add to more than 100 percent because children with both private insurance and
Medicaid will be counted 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 Med;cald
and who are not uninsured ars not counted in this table.’

¢Data coliection method changed to entirely computer-assisted telephone interviewing and

sample frame partially changed.
"Data collection method partially changed to computer-assisted telephone interviewing.

“implementation of 1990 census populatlon weights, which affected the estimates—see other
ostimate for 1992,

Table I1.2: Medicald Eliglibility Levels 1
for Pregnant Women and Children, as E Percent of federal poverty level® '
of February 1996 Pregnant Age under
) women Children Chilldren 6 which

: and under6 yearsold chliidren

State infants* yearsold and older are eliglble
Alabama 133 133 133 13°¢
Alaska 133 133 100 13¢

Arizona . 140 133 100 14
Arkansas 133 ’ 133 100 13¢

California 200 133 100 19
Colorado 133 133 100 13¢
Connecticut 185 185 185 3¢

Delaware 185 133 100 19

Florida 185 133 100 20

Georgia - : : -~ 185 133 100 13¢

Hawaii : 300 300 300 19

Idaho - 133 133 100 1
{continue
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Appendix II

Insurance Status of Children, 1987-94, and

Medicaid Eligibility, by State, 1996

Percent of federal poverty level®

Page 23

Pregnant Age under
women Children Children 6 which
and under6 years old children
State Infants® yearsold and older are eligible
lilinois 133 133 100 13
Indiana 150 133 100 13¢
lowa 185 133 100 132
Kansas 150 133 100 16
Kentucky 185 133 100 19
Louisiana 133 133 100 13¢
Maine 185 133 125 19
Maryland 185 185 185 13¢
Massachuseétts 185 133 100 13°
Michigan 185 150 150 15¢
Minnesota 275° 133 100 13¢
Mississippi 185 133 100 13¢
. Missouri 85 133 100 19
Montana 133 133 100 13¢
Nebraska 150 133 100 13¢
Nevada 133 133 100 13¢
New Hampshire 185 185 185 19
New Jersey 185 133 100 13¢
New Mexico 185 185 185 19
New York 185 . 133 100 13°
North Carolina 185 133 100 13¢
North Dakota 133 133 100 18
Ohio 133 133 100 13¢
Oklahoma 150 133 100 13¢
Oregon 133 133 100 19
Pennsylvania 185 133 100 13°
Rhode Island 250 250 100 13¢
South Carolina 185 133 100 13
_ South Dakota 133 133 100 19
Tennessee 185 133 100 13
Texas 185 133 100 13¢
Utah 133 133 ~100 18
Vermont 225 225 225 18
Virginia 133 133 100 19
Washington 200' 200 200 19
{continued)
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Appendix 11 .
Insurance Status of Children, 1987-94, and
Medicaid Eligibility, by State, 1996

Percent of federal poverty level®

Pregnant : Age under

women  Children Children6 which
and under 6 years old children
State ‘ Infants® yearsold and older are eligibie
West Virginia 150 133 100 19
Wisconsin : 185 185 100 13¢
Wyoming : 133 133 100 13¢

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

Note: Percentages and ages in bold type show expansidns beycnd federal minimum
requirements, either for age, family income, or both.

®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 Departrment of Health and Human
Services. The guidelings are for income by family size. For 1396, a famity of three was poor if its
family income was below $12,980.

®Infants are chitdren less than 1 year old.

*Born after September 30, 1983.

“Born after June 30, 1979. : ‘ : .
sMinnesota defines infants as up to 2 years old. . '
Pregnant women are 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 chitd

was born. In addition, infants are eligible if they are living in families with income up to
© 200 percent of the federal poverly level.
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MILLIONS OF UNINSURED AND UNDERINSURED
CHILDREN ARE ELIGIBLE FOR MEDICAID

by
Laura Summer, Sharon Parrott and Cindy Mann

Summary of Findivngs

A new study completed by the Center on Budget and Policy Priorities finds that
millions of children who are likely to be eligible for Medicaid are not enrolled in the
program.

. Nationally, in 1994, one-fifth of all poor and near-poor children under age 11
- who were income-eligible for Medicaid — nearly 2.7 million children — were
neither enrolled in Medicaid nor covered by any other form of health

. insurance.
. These 2.7 million children accounted for nearly one-half of all the children
under age 11 who were uninsured in 1994. If these children had been enrolled
in the Medicaid program, the number of uninsured children under age 11
would have been reduced by as much as 45 percent.

. Nearly 80 percent of these uninsured children who were income-eligible for
Medicaid lived in families with earnings.

. An additional 2.1 million children under age 11 who were income-eligible for

Medicaid but not enrolled in the program had some form of private health

+ insurance coverage at some time during the year. These children also could
have benefitted from Medicaid either because their private health care coverage
was not continuous throughout the year or because the services covered under
their private plan were much more limited than coverage available under
Medicaid. Additionally, Medicaid could have helped their families pay
premiums, copayments and deductibles that can create barriers to care
particularly for very low-income children. '

Of particular significance, in light of the changes in welfare and Medicaid program
ules that result from the Personal Responsibility and Work Opportunity Reconciliation Act
. 1996, is the very low Medicaid participation rate among children who are not receiving
ash assistance (either AFDC or SSI). ‘
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« . In1994, only 38 percent of the Medicaid-eligible children under age 11 who did
not receive cash assistance were enrolled in the Medicaid program. In other
words, almost two-thirds (62 percent) of all children who were not recelvmg
welfare but who were mcome—ehglble for Medicaid were not enrolled in the -
program. More than half of these children were wholly uninsured.

Welfare law changes are likely to give rise to even lower Medicaid participation rates
in the future, unless states revamp their Medicaid application procedures and outreach
strategies. Under the new law, the eligibility link between Medicaid and welfare is ended,
and states are no'longer required to enroll all children who are receiving TANF-funded aid
onto the Medicaid program. Although Medicaid eligibility guarantees are maintained,
Medicaid enrollment could plummet if steps are not taken to maximize coordination
between welfare programs and Medicaid.

Even if states continue to enroll children who receive aid funded with TANF block

. grant dollars onto the Medicaid program, Medicaid enrollment is likely to be adversely
affected by otheriwelfare law changes. Over time fewer children are expected to receive cash
aid because welfare rules will be more restrictive and because a large number of families are
expected to,leave the welfare rolls as parents find work. Children who no longer qualify for
cash aid due to time limits and other restrictions, as well as many of the children whose
parents find low-wage jobs, will continue to be eligible for Medicaid, but the data examined
here strongly suggests that if current patterns persist only a small portion of these children
will actually be enrolled in the Medicaid program.

Itis partlcularly important for states to devise new systems for reaching children
‘whose parents find work because these children are unlikely to be covered by employer-
based health insurance. Department of Labor data show that in April 1993, only roughly 40
percent of workers earning less than $5 an hour had employers that offered any of their
employees health care coverage, and many of these workers were not eligible to enroll in the
employer-based plans because they worked part-time. Only 13 percent of all workers
earning less than $5 an hour had employer-based covera ge for both themselves and their
families. -

. The Center’s study also includes tables with estimates of Medicaid participation rates
for young children in all fifty states, based on data covering the years 1992 through 1994.
Participation rates across states vary considerably. A variety of factors influence these rates,
including the scope of coverage under the state’s welfare program, the uninsured rate within
the state, as well as steps the state has taken to make the Medicaid program accessible to
diverse populations. Due to limited sample sizes in a number of states, however,
comparisons between individual states should generally be avoided.

The national and state data examined in this report demonstrate the potential for the
Medicaid program to provide health care coverage to a large portion of the children who are
uninsured or underinsured. The program is falling short of its potential, however, and the
changes in the welfare law and trends in the private market are likely to widen the gap
between eligibility and enrollment unless the states undertake aggressive new strategies to
reach out to eligible children.
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J AND POLICY PRIORITIES

December 6, 1996

MILLIONS OF UNINSURED AND UNDERINSURED CHILDREN
ARE ELIGIBLE FOR MEDICAID

‘by Laura Summer, Sharon Parrott and Cindy Mann

Overview

In 1995, some 3.1 million poor children under age 18 — approximately 21 percent
of all poor children — had no health insurance coverage.! Yet, many of these children
could have been insured because they were eligible for Medicaid, but were not enrolled
in the program.

Medicaid now offers health insurance coverage to a broad group of poor
children as a result of expansions in eligibility that began in the late 1980's and that are
being phased in over time. Under federal law, children under age six are eligible for
Medicaid if their family income is below 133 percent of the federal poverty line.
Children between the ages of six and 13 are currently eligible if their family income is
below 100 percent of the poverty line. Each year a new age group of children is

“phased in” so that by the year 2002, all poor chlldren under age 19 will be eligible for

Medicaid.

Eligibility for cOverage, however, does not necessarily translate into actual

-coverage. This analysis examines national and state-specific Medicaid participation rates

for children under age 11 and finds that large numbers of mcome—ehglble children were
not enrolled in the program.? Many of these children lacked any health insurance

1U.S. Bureau of the Census, Current Population Survey, 1996.

? National participation rate estimates are for 1994 based on data from the Census Bureau’s 1995
Current Population Survey which provides income and health insurance information for 1994. For this
analysis, participation rates for children under age 11 were considered because in 1994, federal law
mandated Medicaid coverage for poor children under age 11. State-specific estimates were calculated
using data from Current Population Surveys for 1992, 1993, and 1994. Three years of data were used to
assure larger sample sizes. While some states have expanded coverage to older children or to children

with higher incomes, only the federal minimum standards were considered for both the national and state

level estimates. A description of the methodology used for the analysis is presented in Appendix IL.
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coverage, while the rest had some health insurance but likely received 1ess adequate
coverage than is available under state Medicaid programs.

. Nationally, in 1994, one-flfth of all poor and near-poor children under age
11 who were income-eligible for Medicaid — nearly 2.7 million children
— were neither enrolled in Medicaid nor covered by any other form of
health insurance.* Nearly 80 percent of these children lived in families
_with earnings. '

. These 2.7 million children accounted for nearly half of all the children
under age 11 who were uninsured in 1994. If these Medicaid-eligible
children had been enrolled in the program, the number of uninsured
children under age 11 would have been reduced by as much as 45 percent.

. An additional 2.1 million children under age 11 who were eligible for
Medicaid but not enrolled in the program had some form of private health
insurance coverage at some time during the year. Despite being covered
by private health insurance, many of these children could have benefitted
from participating in the Medicaid program. First, private plans available
to families with very low-paying jobs often provide only minimal
coverage and frequently require families to pay a high portion of the costs
of coverage and services. Medicaid can supplement private insurance and
relieve families of unaffordable premiums, deductibles and copayments
that can create barriers to accessing health care. In addition, some of these
children had health insurance for only part of the year. Medicaid
coverage would have allowed them to be insured throughout the year.

This analysis also provides state-level estimates of the number and proportion of
children eligible for Medicaid but not enrolled in the program. These figures show that
there are substantial numbers of children in every state who arenot currently reached
by.the Medicaid program, despite their eligibility for coverage. Participation rates
across all states do vary considerably. However, due to the limited sample sizes in a
number of states, comparisons between individual states should generally be avoided. -

[

? In this analys:s children are defined as “income-eligible” for Medicaid if they meet the federal age
. and income eligibility requirements of the Medicaid program. States also may impose assets tests, and
therefore, some poor and near-poor children who are income-eligible may not qualify for Medicaid
coverage if the countable value of assets the family owns exceeds the allowable limits. The data did not
allow for consideration of assets, but consideration of assets would likely have had only a small effect on
the estimates here. (Currently, only ten states impose an asset test for children.) For simplicity, this
analysis will hereafter refer to those children who are mcome-ehgxble simply as children “eligible” for
Medicaid. '




The new welfare law (the Personal Responsibility and Work Opportunity
Reconciliation Act of 1996 or “PRWORA") could lead to even lower Medicaid
participation rates in the future. The new law makes profound changes in the welfare
system and in the relationship between cash assistance and Medicaid. The AFDC
program is replaced with a block grant that allows states broad flexibility to develop
new rules for income support and work programs while imposing stringent new work
requirements and time limits. Large numbers of families may no longer be eligible for
assistance as a result of federally-mandated or state-imposed restrictions that will limit
eligibility for cash aid and work programs. While the new law preserves Medicaid
eligibility for families who would have qualified for Medicaid under the prior law, the
data show that children in families who do not receive cash aid are much less likely to
enroll in the Medicaid program. ‘ : o

. In 1994, only 38 percent of children under age 11 who did not receive cash
assistance but were eligible for Medicaid were enrolled in the Medicaid
program. In other words, almost two-thirds — 62 percent — of all
children who were not receiving welfare but who were eligible for
Medicaid were not enrolled in the program. More than half of these
children were wholly uninsured.* -

Moreover, Medicaid participation may drop even among those children who

- remain eligible for cash assistance under the new block grant programs. Under the new

law, states are no longer required to automatically enroll children who receive
assistance under the block grant in the Medicaid program. This could result in
significant numbers of eligible children not receiving Medicaid if states do not take

steps to assure that these very poor children are enrolled in the program.

The welfare changes also are expected to result in many families becoming
ineligible for cash assistance because more parents will find jobs. Children in these
families are likély to remain eligible for Medicaid if their parents have low earnings, but
participation rates among children in working poor and near-poor families are
particularly low. As noted above, nearly 80 percent of the uninsured children under
age 11 who were eligible for Medicaid in 1994 but not enrolled in the program lived in
families with earnings.

Children in families that become ineligible for cash assistance because their
parents find jobs are unlikely to be covered by employer-sponsored health insurance.

*Because children receiving Supplemental Security Income (SSI) benefits are also automatically v
enrolled in the Medicaid program, these figures represent the proportion of children living in families
that receive neither AFDC nor SSI benefits. ' :



« - In April 1993, only roughly 40 percent of workers earning less than $5 an .
hour had employers that offered any of their employees health care
coverage, and many workers whose employers did offer coverage were
not eligible to enroll in the employer-based plans often because they
worked part tlme

. Only 13 percent of all workers earning less than $5 an hour had employer-
based coverage for both themselves and thelr families.”

The expansmns in Medicaid eligibility, still bemg phased in, could offset the
reduction in coverage resulting from the decline in employer-sponsored coverage
among poor children and could allow millions of uninsured and underinsured children
greater access to health care. These data indicate, however, that the chahges in welfare
policy and declining employer-based coverage are likely to result in even more children
being uninsured despite their eligibility for Medicaid unless states improve outreach
and redesign their Medicaid enrollment procedures. '

Eligibility For Medicaid Has Expanded In Recent Years

To consider Medicaid participation rates both nationally and in individual states,
it is important to begin with a review of the Medicaid eligibility rules. Medicaid began
as a program that provided health care coverage exclusively to individuals and families
receiving cash assistance. Over the last decade, bipartisan support for covering a
greater portion of uninsured children under the Medicaid program has allowed large
numbers of poor and near-poor children who are not receiving cash assistance to
qualify for Medicaid coverage. The shift in the Medicaid caseload has been dramatic.
In 1990, fewer than one-third of the children covered by Medicaid did not receive cash
assistance. Four years later, 45 percent of the children served by the Medicaid program
. were not receiving cash aid. 6

Recent éhanges in federal Medicaid eligibility rules are largely responsible for
the expansions in Medicaid coverage among low-income children who do not receive
_cash assistance. Currently, under federal law, children under age six with income
below 133 percent of the poverty line and children ages six through 13 with income
below 100 percent of the poverty line are eligible for Medicaid. Eligibility for older

*US. Departxhent of Labor, Social Security Administration, U.S. Small Business Administration, and
Pension Benefit Guaranty Corporation, Pension and Health Benefits of American Workers: New Findings from
the April 1993 Current Population Survey, 1994. .

¢ Calculations based on data*ffom the Urban Institute.

4.




poor children is being phased in, so that by the year 2002, all poor children under age 19
will be eligible for coverage

These minimum federal eligibility requirements, moreover, have been
augmented in many states; 40 states have expanded coverage beyond the federal
requirements to make the Medicaid program available to even more children who need
health insurance coverage. Currently, some 35 states and the District of Columbia
provide Medicaid coverage for infants at income levels above those mandated by
federal law, and eight states have raised the income limits for children through age six.
In addition, 21 states have speeded up the phase-in of eligibility for older children,
extending Medicaid coverage to children above the age limits required by federal law.
A table listing state Medicaid income eligibility standards for children, based on a
Center on Budget and Policy Priorities' survey of the 50 states and the District of -
Columbia, is presented in Appendix I.

In addition, since the passage of the Family Support Act in 1988, Medicaid
coverage has been available to families who become ineligible for welfare because they
have new or increased earnings or child support. This “transitional” Medicaid coverage
is time-limited, but nonetheless is intended to assure that families do not lose their
health care coverage immediately upon finding a job or receiving child support that
makes them ineligible for welfare.®

Many Children Who Are Eligible for Medicaid Are Not Enrolled in the‘Program

Millions of children who are eligible for Medlcald under these expanded
Medicaid eligibility rules are not participating in the program. Although Medicaid
income eligibility standards vary among states, it is possible to examine Medicaid *
partlc:lpatmn rates across all states by determining the portion of children whose family
income is below’ the federal minimum standards who are participating in the Medicaid
program. In 1994, the most recent year for which data are available, children under age
six with family incomes below 133 percent of the federal poverty line and children ages

7 Under federal law, children age six and older and born after September 30, 1983 are eligible for
Medicaid if their family income is below the poverty line. Thus, as of October, 1996, all states must cover
children who are 13, and the age limit rises over time. In addition to these income eligibility standards,
federal law allows states to impose an asset limit. Currently, only ten states impose an asset test for
children, and two of these states do not consider assets for very young children.

® Transitional Medicaid coverage due to earnings is limited to 12 months while transitional Medicaid
coverage due to child support is limited to four months. Twelve states, however, have used the waiver

process to increase the number of months of transitional Medicaid coverage.
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six through 11 with family incomes below 100 percent of the federal poverty line were
eligible for Medicaid’

.

More than one-third of all children under age 11 who were eligible for
Medicaid were not enrolled in the program in 1994. This represented 4.8
million children.

More than half of the 4.8 million children ehglble but not enrolled in
Medicaid — nearly 2.7 million children — were wholly uninsured. Stated
another way, one-fifth of all children who were eligible for Medicaid lacked any
form of health insurance.

These 2.7 million children account for 45 percent of the 5.9 million
children under age 11 who were uninsured in 1994.

Nearly 80 pef(:ent of the children who were eligible for Medicaid but who
were wholly uninsured — more than 2 million children — lived in
families with earnings.

An additional 2.1 million children who were eligible for Medicaid but not
enrolled had some form of private health insurance. Despite having
private health insurance, many of these children could have benefitted .
from the Medicaid program. Medicaid pays for those benefits that are
covered by Medicaid but not covered by the private plan and helps
families afford the premiums, deductibles and copayments charged by
their private health insurance. -

~ It is not possible to determine from the data what type of insurance these 2.1
million children had. However, many poor children with private insurance coverage
are likely to have limited benefit packages that may not cover preventive care or
specialty services. Thus, while these 2.1 million children fall into the "insured" category,
they may lack access to routine care, and those with special health care needs may not
be able to access the medical care they require. In addition, some of these 2.1 million
children were covered by private health insurance for only part of the year. (The
Census data do not distinguish between children covered for part and all of the year.)

* The following data are based on the Census Bureaus’ 1995 Current Population Survey. The
calculations reflect Medicaid income eligibility rules in effect in 1994.
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‘Medicaid coverage would have ensured that these children were not left uninsured
during those months when they were not covered by private insurance.’

Since cash assistance recipients in 1994 were automatically enrolled in Medicaid,
the Medicaid participation rates among children who did not receive cash aid are
particularly telling. These rates are quite low:

. Nationally, in 1994, only 38 percent of poor and near-poor children who
did not receive AFDC or SSI but who were eligible for Medicaid were
enrolled in the program. In other words, almost two-thirds — 62 percent
— of all children under age 11 who were not receiving welfare but who
were eligible for Medicaid were not enrolled. More than half of these
children were wholly uninsured.

These very low participation rates among children who do not receive cash
assistance are particularly worrisome given program changes prompted by the new
welfare law that are likely to result in many fewer children receiving cash aid.

State Estimates

Table I shows estimates for each state of the number and proportion of Medicaid-
eligible children who were not enrolled in the program. These estimates are based on
data from 1992-1994. While small sample sizes make comparing participation rates
across states ill-advised, taken as a whole, the data do show significant state vananon in
the participation rates among eligible children in the Medicaid program.

‘ There are many reasons for such variation. One reason why participation rates

will vary is that states in which a larger proportion of poor and near-poor children
participate in the AFDC or SSI programs will tend to have a larger proportion of
eligible children participating in the Medicaid program. Table Il addresses this issue
and show the number and proportion of income-eligible children not receiving AFDC
and SSI who were not enrolled in Medicaid. :

- Inaddition, states in which a larger portion of Medicaid-eligible children have
private health insurance coverage may have lower Medicaid participation rates. Table
Il shows the number and proportlon of eligible children not receiving AFDC or SSI
who were wholly uninsured. :

1 A May 1996 Census report, “Who Loses Coverage and For How Long,” shows that while 93 percent
of all people had health insurance at some point.during 1993, some 15 percent of these “insured”
individuals lacked health insurance for at least one month during the year.
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The variations in Medicaid participation rates across states may also be due in
part to state administrative procedures and outreach efforts. Some states, for example,
use one-page application forms and allow applicants to submit their forms by mail.
Such simplified procedures are particularly important for working poor families unable
to take time off from their jobs to apply in person and to families in rural areas or other
communities where a lack of public transportation makes it difficult for families to
come to the Medicaid office. In some communities, child care agencies, schools and
health care providers, such as visiting nurses, community health centers, and hospitals
help to enroll eligible families onto the program. In addition, some states have taken
advantage of opportunities to improve participation rates by linking Medicaid
eligibility determinations to other programs with similar eligibility rules, such as the
WIC program, Head Start, and other child care programs. :

More Eligible Children Could Be Uninsured In the Future
Provisions in the new welfare law coupled with low and declining rates of

employer-provided health care coverage for children could mean even greater numbers
of Medicaid-eligible children not participating in the program in the future. A large

. portion of these children will likely be wholly uninsured.

New Welfare Law Could Affect Medicaid Participation

Although it is commonly believed that the welfare law enacted in August 1996
did not include any significant changes in the Medicaid program, the new law does
affect Medicaid eligibility and participation in fundamental ways. These changes could
result in greater numbers of children who are eligible for Medicaid but not enrolled in
the program.

Since the beginning of the Medicaid program, eligibility for AFDC and Medicaid
have been linked. Families receiving AFDC have been automatically eligible for
Medicaid and enrolled in the Medicaid program. The Personal Responsibility and
Work Opportumty Reconciliation Act of 1996, however, replaced the AFDC program
with the Temporary Assistance to Needy Families ("TANF") block grant. Under the
block grant, states have broad flexibility to design income support and work programs
for low-income families with children and are required to impose federally-mandated
restrictions, such as time limits, on federally-funded assistance. The law does assure,
however, that children and parents who would have qualified for Medicaid based on
their eligibility for AFDC continue to be eligible for Medicaid regardless of whether
they qualify for assistance under a program or programs that states establish with block




Continued Phase-In of Medicaid Coverage for Poor Children will
Increase the Number of Children Eligible for Medicaid and the Need for Outreach

In addition to the changes in the new welfare law, the continued phase-in of the
recent Medicaid expansions means that large numbers of additional children will become
eligible for Medicaid in the future. Under federal law, children under age six below 133
percent of the poverty line and poor children ages six and older born after September 30, -
1983 are eligible for Medicaid. As a result, in 1994 poor children ages six through 11 were
eligible for Medicaid while currently poor children ages six through 13 are eligible. By 2002,
poor children under the age of 19 will be eligible for Medicaid.

In 1994, there were nearly 2.4 million poor children over the age of 11 who did not
receive Medicaid, a rough estimate of the number of additional children who will become
eligible and could be enrolled in Medicaid in the coming years.

grant funds. This is accomplished by carrymg over to the Med1ca1d program certain
eligibility rules from state AFDC programs."!

While children will not lose eligibility for Medicaid due to the new law, other
changes in the law may cause Medicaid participation rates to drop substantially.

. Fewer children are likely to receive cash assistance under the new law due
- torestrictions placed on receipt of aid. States are required to impose a
maximum five-year time limit on assistance funded with federal block
grant dollars and are permitted to impose shorter time limits. States are
also given vast new authority to limit access to assistance in other ways,
such as by lowering mcome-el1g1b1hty limits and by limiting aid to teen
parents

Children who no longer receive cash assistance due to such restrictions
generally will be eligible for Medicaid, but they are likely to have low
Medicaid participation rates. As noted above, close to two-thirds of the

1 Under the welfare law, children and parents whose income and assets are below the state’s AFDC
income and resource standards in effect as of July 1996 and who meet the AFDC family composition rules
in effect as of July 1996 will qualify for Medicaid. If a state has an AFDC waiver that affects these
eligibility rules, the state may have the option to continue applying its waiver rules. States also have
certain options to vary their income and asset standards and their rules for calculating financial eligibility.
A state may lower the income standards for determining eligibility for older children and parents, but not
below the levels that were in place in the state’s AFDC program in May 1988. States may also raise their
income and asset standards, but not by an amount that is greater than the raise in the Consumer Price
Index. For more discussion of these new rules sée, Cindy Mann, An Analysis of the AFDC-Related Medicaid
Provisions in the New Welfare Law, Center on Budget and Policy Priorities, revised November 7, 1996.
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children eligible for Medicaid who did not receive cash assistance — 62
percent — were not enrolled in the program in 1994.

. Medicaid participation may decline even among children who remain
eligible for cash assistance and work programs funded under the block
grant. Under the new law, there is no requlrement that states
automatically enroll children who receive aid funded under the TANF
block grant in the Medicaid program. States have a number of options,
however under the law that allow them to keep Medicaid and welfare
program rules aligned and to assure that children who receive cash aid
and who are eligible for Medicaid are enrolled in the Medlcald program.
(See box on page 11.) :

e  Fewer children may also qualify for cash assistance because their parents
find jobs. The new law requires states to place increasing numbers of
parents in work activities, and the law is expected to result in greater
number of parents finding employment. While many of the children
whose parents become employed are likely to remain eligible for
Medicaid due to the low earnings of their parents, Medicaid participation
rates among chlldren in poor and near-poor working families are quite
low

In addition to these welfare-related changes, the new law makes significant
changes in eligibility for children under the federal Supplemental Security Income (SSI)
program. Under the law, a substantial number of children will lose SSI benefits — and,
therefore, their automatic eligibility for Medicaid — due to new restrictions in the
definition of disability. A majority of the children who are no longer eligible for SSI will
be eligible for Medicaid under alternative avenues of coverage — many, for example,
will meet the age and income eligibility criteria for Medicaid — but enrollment of these
poor children w”ho have significant medical problems will no longer be automatic.’?

The extent to which states develop new approaches to assure that ehglble
children are enmlled in Medicaid thus will have a considerable effect on Medicaid

12 Children who are currently receiving SSI but who become ineligible under the new disability
standards should not be terminated from Medicaid coverage unless and until the state determines that
they are not eligible under an alternate eligibility category. See HCFA fact sheet entitled “Link Between
Medicaid and SSI Coverage of Children Under Welfare Reform.” The Medicaid enrollment issue
discussed here, therefore, concerns children who would have qualified for SSI in the future, not to current
SSI recipients.
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States Can Coordinate Medicaid and Welfare Program Enroliment

Although the new law does not require states to enroll all children who receive cash
assistance under the TANF block grant into the Medicaid program, states could design their
welfare and Medicaid systems so there is a single eligibility determination for both programs. |
The new law allows states flexibility in determining how they will administer their Medicaid
program and the extent to which Medicaid rules and the rules for the program(s) funded
with TANF block grant dollars will be the same.

The more closely the eligibility rules for the welfare and Medicaid programs are
aligned, the easier it will be to coordinate program enrollment. For example, if a state keeps
the basic financial eligibility rules for its new welfare program and for Medicaid consistent, a
single application form can be used to determine eligibility under both programs and a single
agency could make the eligibility determination. Coordination also can be achieved even in
states that choose to change their welfare rules as long as the new rules are no more
restrictive than the rules that were in effect in July 1996. The new welfare law maintains
current rules as the minimum standard for Medicaid; states can modify and simplify their
rules so long as the changes do not result in families losing coverage under the Medicaid
program.®

Even if a state imposes restrictions or lowers eligibility standards for its TANF-funded
program in ways that would not be allowed under Medicaid rules, a single application could
still be used for the two programs since all TANF program reapnents would likely still be
eligible for Medicaid. The state could maximize participation in Medicaid (and limit state
administrative costs) by coordinating eligibility between the two programs. The state would,
| however, have to ensure that children and parents who did not qualify for 'I’ANF‘funded
assistance are separately evaluated for Medicaid eligibility.

2States that keep welfare and Medicaid rules consistent may be able to minimize their state
administrative costs and maximize their federal reimbursement. States can claim federal Medicaid
administrative matching funds to cover the cost of determining eligibility under Medicaid, whereas
under the TANF block grant, states do not receive additional federal funds for administration. If the
eligibility process for the two programs remains closely linked, the work done on Medicaid could
significantly simplify the administrative tasks required to determine eligibility for aid under TANF.

participation rates both among children who remain eligible for cash assistance and
those who no longer qualify."

P There are other changes in the new welfare law affecting Medicaid. Most significant is that most
legal immigrants of any age who enter the country on or after August 22, 1996 (the day the new law was
enacted) will not be eligible for Medicaid. Immigrants who are already in the country can be covered at
state option. States that choose to withdraw Medicaid coverage for legal immigrants could see significant
increases in the number of uninsured people.
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Declines in Empfoyer-Based Health Care Coverage

. The number of low-income parents who work may increase as a result of
changes in welfare programs and policies. However, few of the children in these
families are likely to be covered in an employer-sponsored health plan.

. In April 1993, when the minimum wage stood at $4.25, only 21 percent of
workers between the ages of 25 and 34 who earned less than $5 an hour
were covered by an employer-provided health insurance plan. ‘

. Slmllarly, among all workers earning less than $5 an hour, only 13 percent
had employer-provided health care coverage for both themselves and
their families. Among those earning between $5 and $7.50 an hour, only
26 percent had employer-prov1ded coverage for both themselves and their
families.

. Some low-wage workers who are not covered by an employer-based
health care plan are covered by other private health insurance plans,
including employer-based plans of other family members. Among those
earning less than $5 an hour in private sector firms, however, nearly 60
percent worked in firms that did not offer any of their employees health
insurance coverage. Among those that worked in firms that offered
health insurance coverage to at least some of their workers, almost one-
third reported being ineligible for coverage. The most common reason

' c1ted for ineligibility was that the employee worked part time.!

. Census figures show that in 1995, only about two-thirds of children under
age 18 — 66.4 percent — had private health insurance coverage, down
from about three quarters ~— 73.8 percent — in 1988.

Conclusion

Already, large numbers of eligible children are not enrolled in the Medicaid
program, and many of those eligible but not enrolled lack any form of health insurance.
Changes in the new welfare law coupled with low and declining rates of health
insurance coverage through the workplace could mean that more Medicaid-eligible
children will lack adequate health care coverage in the future. It is, therefore, more
important than ever for states to improve their efforts to inform low-income families of
their potential eligibility for Medicaid and to reexamine their systems for enrolling
children and families in the Medicaid program.

" US. Department of ALabor, Social Security Administration, U.S. Small Business Administration, and
Pension Benefit Guaranty Corporation, Pension and Health Benefits of American Workers: New Findings from
. the April 1993 Current Popu!atzon Survey, 1994.
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Table |

Percent and Number of Children Under 11 Who Were
Income-Eligible For Medicaid But Not Enrolled

Percent - Number
o _ Low High Low " High
Alabama . 36.9% 51.0% 72,000 130,000
Alaska 24.7% 38.7% 4,200 8,800
Arizona 35.4% 48.3% " 74,700 130,800
Arkansas . 36.2% . 49.7% 42,000 75,200
California 33.5% 38.1% ) 673,700 838,100
Colorado 28.9% 46.2% 29,100 . 66,200
Connecticut 22.8% 40.1% . 22,800 58,600
Delaware 30.2% 491% . 5,400 13,000
Dist. of Col. 13.7% 24.1% 5,700 13,000
Florida 29.6% 35.7% 216,100 296,500
Georgia ’ 29.1% 43.8% 70,200 142,500
Hawaii 34.5% 51.8% : 12,800 26,800 |
Idaho . 36.2% 48.5% 18,800 32,400
llinois 24.0% 30.7% 135,200 200,400
Indiana 22.1% 34.8% 55,500 116,600
lowa 39.7% 56.2% . 34,800 68,100
Kansas 29.0% 43.6% 25,500 51,900
Kentucky . 17.8% 28.9% 33,400 70,700
Louisiana 29.9% 41.4% 92,400 160,500
Maine 21.1% 36.7% . 8,700 21,100
Maryland 36.2% 52.2% 62,500 124,400
Massachusetts 25.3% 34.4% 41,500 68,500
Michigan 20.2% 26.4% 93,200 141,100
Minnesota 25.0% 40.5% 35,500 80,100
Mississippi 22.3% 33.1% 33,800 63,300
Missouri 26.1% 39.8% : 62,000 125,800
Montana 23.4% 37.7% 7,300 15,600
Nebraska 36.7% 52.6% . 18,600 36,400
Nevada 51.6% 66.1% 27.200 48,500
New Hampshire 21.5% 39.0% 7.200 19,200
New Jersey ) 28.0% 36.5% 68,400 106,800
New Mexico 30.4% 42.7% 26,700 47,600
New York 25.4% 30.4% 230,600 307,300
North Carolina 30.3% 37.6% ' 87,000 125,300
North Dakota 25.7% 41.3% . 4,600 10,300
Ohio 24.2% 31.0% 116,400 173,600
Oklahoma 43.5% .564% 75,400 125,700
-Oregon C311% 47.4% 32,200 68,400
Pennsylvania 32.1% 40.0% 144,900 212,400
Rhode Island 21.4% 38.2% 6,200 16,300
South Carolina 23.8% 34.4% 46,300 84,100
South Dakota 40.3% 53.8% ‘ " 11,800 20,500
Tennessee 17.1% 28.3% - 37.000 - 80,500
Texas ’ 37.1% 43.2% 427,100 560,800
Utah 40.5% 55.6% - 26,600 48,800
Vermont 10.9% 25.1% 1,800 ' 6,000
Virginia 40.2% 56.2% ' 66,400 127,600
Washington . 24.7% 39.6% 40,600 89,300
West Virginia 20.6% 33.1% © 18,200 38,200
Wisconsin 27.4% 42.7% 41,900 89,300
Wyoming 34.0% 53.4% . . 4,700 11,000
us. 352% » 37.5% ST 4,650,700 4,946,900

How to Read This Table:

In the periad 1992-1994, between 37 and 51 percent of children income-eligible for Medicaid were not
enrolled in Alabama. This translates into between 72,000 and 130,000 children who were eligible but
not enrolied in Medicaid in 1994,

Source: Center on Budget and Policy Priorities calculations based on pooled data from the Census
Bureau's 1993, 1994, and 1995 March Current Population Surveys.
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Table | NOTES: X »

1. To determine the Medicaid participation rates, children were considered income eligible for Medicaid
if they met the.age and income-eligibility requirements for Medicaid in the year they were interviewed for
the Current Population Survey. In each year, children under age six with incomes below 133 percent of
poverty wera considered income-eligible for Madicaid. Those interviewed in 1993 were considered
income-eligible for Medicaid if they were between the ages of 6 and 8 and had incomes below the
poverty line. Those interviewed in 1994 were considered income-eligible for Medicaid if they were
batween the ages of 6 and 9 and had incomes below the poverty line. Those interviewd in 1995 were
considered income-eligible for Medicaid if they were between the ages of 6 and 10 and had incomes
below the poverty line. To caleulate the number of children income eligible for Medicaid but not
enrolled, the Medicaid participation rates were muitiplied by the estimate of the number of children who
would have met the 1994 Medicaid sligibility standards averaged over each of the three survey, years.

2. For detailed description of the methodclogy used, see Appéndix i




Table Il

Percent and Number of Children Under 11 Who Did Not Receive AFDC or SSI
And Who Were Income-Eligible for Medicaid But Not Enrolled

Percent . Number
Low High Low High
Alabama 48.2% 64.2% 70.000 126,900
Alaska §0.1% 71.5% 4,100 8,900
Arizona 55.5% 71.4% 76,000 132,700
Arkansas 47.8% 64.2% 35800 66,600
California © 59.7% 65.8% 657,900 820,100
Colorado 51.8% 73.9% 28,800 . 65,300
Connecticut 64.7% 88.8% 21,100 53,800
Delaware 55.1% 77.1% 5,500 12,700
Dist. of Col. 42.5% 65.6% 5,100 12,500
Florida 50.4% 58.9% © 209,800 290,300
Georgia " 45.9% 64.4% 70,600 143,100 |
Hawaii 60.5% 81.4% 12,300 25,500,
ldaho . . 57.0% 72.0% 18,900 32,400
lilinois ’ 57.3% " 68.6% 130,600 195,800
Indiana ; 37.3% 55.4% 54,400 116,900
lowa - 65.7% 84.2% 33,100 64,300
Kansas 50.9% 70.8% 24,100 50,000
Kentucky 38.2% 56.7% 32,700 70,900
Louisiana 58.2% 74.0% 85400 . 150,200
Maine 39.7% 62.5% 8,500 20,800
Maryland ‘ 63.7% 82.8% 60,900 120,800
Massachusetts 59.8% 74.1% 39,300 65,700
Michigan 50.3% 61.9% 91,600 140,900
Minnesota 59.6% 83.1% - 33,400 77.200
Mississippi ‘ 46.3% 63.6% 34,500 65,600
Missouri 45.1% 64.2% ' 55,500 116,200
Montana ' 41.5% 61.3% 7.000 15,200
Nebraska 60.0% 79.3% 17,700 34,800
Nevada i 65.9% 80.5% 26,300 44,700
New Hampshire 52.2% 78.7% - 7,800 20,500
New Jersoy 62.9% 75.2% 68,400 106,600
New Mexico 51.3% 67.6% 26,000 46,700
New York 63.0% 71.4% . 222,700 298,900
North Carolina . 49.3% 58.2% 83,500 121,500
North Dakota 47.8% 70.2% 4,600 10,400
Ohio 60.4% . 72.3% 108,900 165,300
Oklahoma 67.9% 815% - 76,800 125,400
© Oregon ) $7.3% 78.0% 31,500 66,900
Pennsylvania - 64.0% - 747% - 141,000 206,500
Rhode Istand _ 49.6% 77.3% 5,500 15,200
South Carofina 44.6% 60.5% 44,700 82,900
South Dakota 62.5% 77.9% 12,300 20,800
Tennessee 36.1% 55.4% 35,300 79,900
Texas 50.9% 58.2% 413,400 545,000
Utah 54.7% 71.4% 26,500 48,500
Vermont 26.4% 57.2% 1,500 - 5,800
Virginia 56.7% 74.3% 66,300 125,900
Washington 62.4% 81.0% 41,500 86,800
West Virginia 43.3% 63.2% 17,800 38,100
Wisconsin 66.8% 85.9% 42,700 87.600
Wyoming 60.9% 839% 4,600 10,600
us. . 60.6% 63.6% 4,542,800 4,768,000

How To Read This Table

in the period 1992-1994, between 48 and 62 percent of children who did not receive AFDC or S51 and
were income-eligible for Medicaid were not enrolled in Alabama. This transiates into between 70,000
and 126,900 children who did not receive AFDC or 58! and who were e!xgble but not enrolled in
Medicaid in 1994,

Source: Center on Budget and Policy Priorities calculations based on poaled data from the Census
Bureau's 1993, 1994, and 1995 March Current Population Surveys.
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TABLE i NOTES :
1. To determine the Medicaid participation rates, children were considered income eligible for Med:caxd if
they met the age and income-eligibility requirements for Medicaid in the year they were interviewed for the
Current Population Survey. In each year, children under age six with incomes below 133 percent of poverty
were considered income-eligible for Medicaid. Those interviewed in 1993 were considered income-eligible for
Medtcald if they were between the ages of 6 and 8 and had incomes below the poverty line. Those
lntervtewd in 1994 were considered income-eligible for Medicaid if they were between the ages of 6 and 9
anq had incomes below the poverty line. Those interviewed in 1995 were considered income-eligible for
Medicaid if they were between the ages of & and 10 and had incomes below the poverty line. To calculate
the number of children income eligible for Medicaid but not enrolled, the Medicaid participation rates were
multiplied by the estimate of the number of children who would have met the 1994 Medicaid eligibility
standards.

2. In this analysis, children whose families received any income from AFDC or 881 were excluded. Due to
data limitations, we could not determine whether the child was an SSI| recuplant or whether someone else in
the famt!y recewed SSt benefits.

3. For detailed description of the methodology used, see Appendix |1




Table il

Percent and Number of Chlldren Under 11 Who Did Not Recelve AFDC or $Si
Who Were Income-Eligible For Medicald But Were Not Covered by
Medicald or Any Other Health Insurance Plan )

Fercent Number
Alabama 19.1% 33.1% 27,800 65,500
Alaska : 5.8% 206% 500 - 2,600
Arizona : 30.8% 46.6% 42,200 86,600
Arkansas : 20.8% 35.8% 15,600 37,100
Calfornia 36.7% 42.9% 404,800 §35,000
Colorado © 156% 34.4% 8,700 30,400
Connectictt 10.2% 359% 3,300 21,800
Delaware 6.9% 24.1% 700 4,000
Dist. of Col. . 18.3% 36.9% 2,200 7.000
Florida ‘ 26.6% 34.5% 110,800 170,100
Georgia 23.2% 40.4% 35,800 89,800
Hawaii . 17.0% 38.5% 3,500 12,100
Idaho 198.4% 33.2% 6,400 14,900
Wlinois 23.2% 33.7% 52,800 96,200
Indiana 9.6% 22.9% 14,100 48,300
lowa 21.8% 39.9% 11,000 30,500
Kansas 13.2% 29.9% : 6,300 . 21,100
Keniucky 15.0% 31.3% 12,800 39,100
Louisiana 35.4% 51.8% 51,900 . 105,200
Maine 47% 19.7% 1.000 6,600
Maryland 16.7% 35.7% 153900 52,000
Massachusetls 23.1% 36.8% 15,200 32,700
Michigan 21.1% 31.4% 38,400 71,500
Minnesota . 5.1% 20.5% ' 2,800 19,100
Mississippi 20.6% 36.4% . 15,300 37.400
Missour . 12.2% 26.3% 15,000 47,600
Montana : 9.2% 22.6% 1,500 5,600
Nebraska 12.0% 28.4% 3,500 . 12,500
Nevada 29.8% 457% 11,800 25,400
New Hampshire 19.1% 44.0% 2,900 11,400
New Jersey 236% 35.9% 25,700 50,800
New Mexico 30.8% 46.9% 15,600 . 32,400
New York . 258% 33.9% . 91,100 142,200
North Carolina 19.7% 28.1% 33,300 57,600
North Dakota 9.6% 272% : 900 4,000
Ohio : 23.5% 34.9% 42,300 79,800
Oklahoma 41.0% 56.9% 46,400 87,500
Qregon : - 17.9% a7.6% 9,800 32,200
Pennsylvania 246% 352% 54,100 97,300
Rhode island ) 19.4% 45.5% 2,200 8,900
South Carolina 18.7% 32.5% 18,800 44,600
South Dakota 12.6% 26.0% 2,500 7,000
Tennessee 6.8% 20.2% 6,700 29,200
Texas 31.4% 38.3% 255,100 358,900
Utah 17.5% 32.4% 8,400 22,000
Vermont 0.9% 20.3% o] 2,100
Virginia 23.5% 40.8% . 27.500 63,300
Washington 19.1% 40.8% 12,700 43,700
West Virginia 201% 368.3% 8,300 23,100
Wisconsin . 25.9% 48.8% 16,500 43,800
Wyoming 222% 469% 1,700 6,000
us. 32.4% 35.3% 2,427200 2,646,700

How To Read This Table: : .

In the period 1992-1994, between 19 and 33 percent of children who did not receive AFDC or $St and
were income-eligible for Medicaid were whally uninsured in Alabama. This translates into between
27,800 and 65,500 children who did not receive AFDC or SS! and who were sligible for Medicaid but
lacked any lorm of health insurance in 1994,

Source: Center on Budget and Policy Priorities calculations based on pooled data from the Census
Bureau's 1893, 1994, and 1995 March Current Population Surveys.
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TABLE Il NOTES: .

1. To determine the proportion of Medicaid-eligible children who lacked health insurance, children were
considered income eligible for Medicaid if they met the age and income-eligibility requirements for Medicaid
in the year they were interviowed for the Current Population Survey. In each year, children under age six
with incomes bslow 133 percent of poverty were considered income-eligible for Medicaid. Those interviewed
in 1993 were considered income-eligible for Medicaid if they were between the ages of 6 and 8 and had
incomes below the poverty line. Those interviewd in 1994 wete considered income-eligible for Medicaid if
they were between the ages of 6 and 9 and had incomes below the poverty line. Those interviewed in 1995
were considered income-eligible for Medicaid if they were between the ages of 6 and 10 and had incomes
below the poverty line. To calculate the number of children eligible for Medicaid but lacking any health
insurance, the estimates of the proportion of Medicaid eligible children with no health insurance were
multiplied by the estimate of the number of children who would have met the 1994 Medicaid eligibility
standards. :

2. in this ahalysis, children whose families recsived any income from AFDC or SSI were excluded. Dus fo
data limitations, we could not determine whether the child was an $Si recipient or whether someone else in
the family received SS1 bensfits.

3. For detailed description of the methodology used, see Appendix Ii.




. Appendix I: Medicaid Income Eligibility Guidelines for Children
Expressed As A Percent of the Federal Poverty Line

STATE Infants (0-1)' Children (1-6)' Older Children’

Alabama 133% 133%
Alaska 133% 133%
Arizona 140% 133% - 100% (under 14)
Arkansas 133% , 133% ‘
California® 200% 133%
Colorado 133% 133%
Connecticut : 185% - 185% 185% (under 13)
Delaware 185% ‘ 133% 100% (under 19)
D.C. _ 185% 133%
Florida . 185% 133%
Georgia 185% 133% 100% (under 19)
Hawaii® - 185% . 133% © 133% (under 19)
Idaho. 133% 133% «
Illinois : 133% 133%
Indiana 150% 133%
.wa ' 185% o 133%
Kansas ' 150% - 133% 100% (under 17)
Kentucky 185% C133% . 100% (under 19)
Louisiana 133% 133% :
Maine 185% 133% 125% (under 19)
Maryland® 185% 133%
Massachusetts® - 185% 133%
Michigan 185% 150% 150% (under 15)
Minnesota™ 275% , - 133% : S
Mississippi 185% 133%
Missouri ' 185% 133% ' 100% (under 19)
Montana 133% 133% ‘ :
Nebraska ‘ 150% 133%
Nevada 133% 133%
New Hampshire . 185% 185% ~ 185% (under 19)
New Jersey - 185% 133%
ew Mexico 185% 185% ' 185% (under 19)
Gw York? 185% 133% -
orth Carolina - 185% 133%

North Dakota 133% 133% 100% (under 18)
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STATE ‘Infants 0-1)'  Children (1 - 6)' r Children’®

Ohio - ‘ g 133% - 133% ' » A .

Oklahoma 150% o 133% _

Oregon . 133% _ 133% : 100% (under 19)
Pennsylvania® “185% - 133%

Rhode Island ' 250% ' . 250% 100% (born after 6/30/83)
South Carolina 185% - 133% : _

South Dakota - 133% 133% ‘ 100% (born after 6/30/83)
Tennessee : 185% - 133%

Texas 185% 133%

Utah S 133% S 133% 100% (under 18)
Vermont L 225% S 225% ~ 225% (under 18)

Virginia ' 133% 133% © 100% (under 19)
Washington - 200% - 200% ‘ 200% (under 19)

West Virginia : 150% 133% 100% (under 19)
Wisconsin :-‘ 185% 185% : L

Wyoming ; 133% 133%

1. To be eligible in the infant category, a child is under age 1 and has not yet reached his or her first blrthday To be eligible in the 1- 6
category, the child is older than age 1 and has not yet reached his or her sixth birthday.

2. If the last column in the chart is left blank, the state provides Medicaid coverage to children age six or older who were born after
September 30, 1983 and who have family incomes below 100 percent of the poverty line, as required by law. By October 1, 2002 all
poor children under age 19 will be covered. If there is a notation in this column, it indicates that the state covers children in this age
group who have family incomes higher than 100 percent of the poverty line, or that the state covers children bom before September 30,
1983, thereby accelerating the phase-in period. States that have taken such steps have done so either through Medicaid waivers or the

1902(r)(2) provision of the Social Security Act.

3. The states noted operate state-funded health insurance programs availz;blc to children not eligible for Medicaid Such programs may
provide benefits similar to the Medicaid program or they may provide a limited benefits package. State-funded health insurance
programs for children are as follows

California (under age 2): 300 percent of the poverty line

Hawaii (under age 19): 300 percent of the poverty line; children older than 6 pay a premium
Maryland (under age 13): 185 percent of the poverty line ,
Massachusetts (under age 19): insurance buy-in program with sliding fee scale

Minnesota (under age 19): 275 percent of the poverty line

New York (under 15): insurance buy-in program with sliding fee scale

Pennsylvania (under 15): 185 percent of the poverty line

Colorado and Florida have state—funded health insurance programs for children, but these programs only are available to children in
certain counties.

4. The Medicaid program in Minnesota covers infants and children under age 2 with family incomes below 275 percent of the poverty

line, .
. Center on Budget and Policy Pnon’

November 1996
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Appendix II: Methodology for Calculating State Estimates |

In this analysis, the March Current Population Surveys for 1993, 1994, and 1995
were used to develop state estimates of the number and percent of children eligible for
Medicaid who were not enrolled in the program and who lacked any form of health
insurance.' Three years of data were pooled to increase the sample size, and therefore
the accuracy, of state estimates. The methodology for pooling the data and calculating
the appropriate standard errors used in this analysis follows the Census Bureau’s .
recommended procedures.’ :

Estimating the Proportion of Children Eligible for Medicaid
Who Were Not Enrolled or Who Lacked Health Insurance

This paper looks at two different groups of children. Medicaid participation
rates and overall insurance coverage are reported for each of these two groups of
children.

The first group is comprised of all children who appear income-eligible for
‘Medicaid. Children were considered income-eligible for Medicaid if they met the
federal age and income eligibility requirements of the Medicaid program in place
during the year about which they were interviewed.: For example, children interviewed
in 1993 about their income and health insurance coverage in 1992 were considered
income-eligible for Medicaid if, in 1992, they were below age 6 and had incomes below
133 percent of the poverty line or if they were between the ages of 6 and 8 and had
incomes below the poverty line. For those children interviewed in subsequent years,
the Medicaid eligibility rules for the subsequent years were applied to determine if the
child was income-eligible for Medicaid.> For each state in each survey year, estimates -
were made of the proportion of income-eligible children who received Medicaid or had
some other form of health insurance. Following the methodology of the Census
Bureau, these estimates were averaged and then the “standard error” of that estimate
calculated in order to determme the appropriate range or conﬁdenc:e interval” around
the estimate.*

1 The Current Population Survey is conducted in March of each year and asks respondents about their
income and health care coverage for the prior year.

?See the revised source and accuracy statement for the March 1995 CPS Microdata File."

*Children above the age thresholds were not consndered Medicaid-eligible even if they received AFDC
or SSL

- *Ninety percent confidence intervals were used.
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The second group is a subset of the first group and is comprised of those children .
who both appeared income-eligible for Medicaid and lived in families that received

neither AFDC nor SSI benefits. Due to data limitations, it was impossible to determine

whether chlldren were S5l recipients or whether other famlly members were receiving

SSL :

- Estimating the Number of Children Eligible for Medicaid
Who Were Not Enrolled or Who Lacked Any Form of Health Insurance

The estimates of the proportion of Medicaid-eligible children who either were
not enrolled in the Medicaid program or who lacked any form of health insurance were
then applied to estimates of the number of children who met the 1994 Medicaid eligibility
rules® This was done for both all children who were Medicaid eligible and those
children who were Medicaid eligible and whose families did not receive AFDC or SSI.

For example, suppose that using the methodology descnbed above, it is
estimated that in a particular state between 20 and 30 percent of children who were
income eligible for Medicaid did not receive Medicaid coverage. To translate that
estimate into the number of children lacking Medicaid coverage, the number of children
' in that state who would have met the 1994 Medicaid eligibility guidelines was
calculated. This was done by determining the number of children in each of the three
survey years who would have met the 1994 Medicaid eligibility rules, averaging those: .
estimates, and creating a confidence interval around that average. Suppose in this state,
over the three year period, an average of between 130,000 and 160,000 children would
have met the 1994 eligibility standards.” The estimate that bétween 20 and 30 percent of
these children would have failed to actually receive coverage was used to calculate that
in 1994 roughly 26,000° to 48,0007 children in this state lacked Medicaid coverage.

SThese are the eligibility rules used in the calculations to determine the proportion of children not
receiving Medicaid or Iackmg health insurance for those ckuldren interviewed in 1995.

6Calculated by;takmg 20 percent of 130,000 children. - .
7 Calculated by taking 30 percent of 160,000 children.
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- EXECUTIVE SUMMARY

In the area of public policy, there are few issues more compelling than the
need to assure that children are not denied access to preventive and primary
health care because of the inability to pay. Research has shown that Medicaid

coverage improves children’s access to primary health care.
* In 1986, a breakthrough in public policy occurred when the federal law
was amended to open the door for pregnant women and children to be eligible for
Medicaid without having to be on welfaré Additional amendments were enacted
by Congress in succeeding years to increase the age and income ranges at w}:uch
children are eligible for Medicaid.

Medicaid continues to be viewed as a primary funding mechanism for
| providing health coverage for poor and low income children. In order to make

informed decisions about health coverage for children, states need data on
uninsured children and the potential role Medicaid can play in reducing the
number of children who are without coverage. :

The Southern Institute on Children and Families released the first report
on Uninsured Children in the South in November 1992. The report provided
estimates of uninsured children by state with age and income breakouts related
to Medicaid. This is the second report on Uninsured Children in the South.
Support for both reports has been prowded by The Henry J. Kaiser Family
Foundation. A

The fact sheets in Chapter 4 contain estimates of umnsured chlldren for

each of the following states and the District of Columbla.

Alabama Louisiana South Carolina -
Arkansas . Maryland : Tennessee
Delaware Mississippi , Texas

Florida ! Missouri Virginia

Georgia - North Carolina West Virginia

Kentucky Oklahoma -



This report also provides estimates of uninsured chﬂdfen, including the

following:

Number of uninsured children in 1993 with percent of uninsured children
by age and income ranges. :

Decline or increase in the number of umnsured children between 1989 and
1993.

The source of the estimates of uninsured children is the Current Population
Survey (CPS).

Estimates of Uninsured Children

Of the 9.4 million uninsured children in the United States in 1993, a total

of 4.1 million (43%) resided in the South. The percentage of uninsured children
in the South is disproportionately high since only 36% of all children lived in the
17 southern states and the District of Columbia. Analysis of the state and

- regional data show the following:

Uninsured children as a percéntage of a state’s population of children age
18 and younger ranged from a high of 25% in LOUISIANA to a low of
10% in MISSOURI and NORTH CAROLINA.

More than one million (25%) of all uninsured children in the South lived
in TEXAS.

In 12 southern states, less than one third of uninsured children lived in
families with income at or below the poverty level.

Older children in the South are much more likely to be uninsured than are
children age five and younger. Between 1989 and 1993, the most
dramatic increase in uninsured children occurred w1th children ages 13
through 18.

Between 1989 and 1993, the most dramatic decrease in the number of
uninsured children occurred with children age 12 and younger w1th
income below the poverty level.

The South had a much greater decline in the number of uninsured
children age five and younger than the nation.

In the South, age and income ranges which have the lowest percentages of
uninsured children coincide with Medicaid age and income eligibility
ranges. ‘
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: All but three southern states (ALABAMA, ARKANSAS and
.\ LOUISIANA) have established eligibility levels broader than the federal

minimum Medicaid eligibility levels for one or more age groups.

. ® 13 states and the District of Columbia have raised the minimum income
eligibility level above the federally required income minimum of 133% of
the poverty level for infants up to age one (DELAWARE, FLORIDA,
GEORGIA, KENTUCKY, MARYLAND, MISSISSIPPI MISSOURI,

NORTH CAROLINA, OKLAHOMA, SOUTH CAROLINA,
TENNESSEE, TEXAS and WEST VIRGINIA).

* Seven southern states have aggressively used Medicaid to cover uninsured
children of all age groups (DELAWARE, GEORGIA, KENTUCKY,
MISSOURI, NORTH CAROLINA, VIRGINIA and WEST VIRGINIA).

However, in 10 southern states and the District of Columbia, most
children age 13 and older are only eligible for Medicaid if their income is within
the more restrictive state welfare eligibility levels. These states have not raised
Medicaid age limits for poverty related children above the minimum federal age
requlrement

o ALABAMA, ARKANSAS, LOUISIANA and TEXAS use Médicaid
eligibility levels below 20% of the poverty level for most children ages 13
through 18.

In examining the potential for utilizing Medicaid to reduce the number of
uninsured children, it is necessary to recognize that not all children who are age
and income eligible are covered by Medicaid. Lack of information about the
availability of Medicaid coverage, eligibility barriers and other factors affect the
ability of many needy families to gain Medicaid coverage for their children. The
problem of children who are age and income eligible for Medicaid, but who are
not covered by Medicaid, is a significant one for the southern states.

* In the South in 1993, there were 156,900 uninsured children age five and
younger who were income eligible for Medicaid, but were not covered by
Medicaid. In addition, it is likely that many of the 357,900 children in the
age range of six through 12 were income eligible for Medlcald but were
not covered by Medicaid.

Actions States Can Take to Reduce the Number of Uninsured Chi‘ldrén
Several actions states can take to provide health coverage for children are
. outlined in Chapter 5. These strategies rely heavily on Medicaid in recognition



of the substantial financial assistance it provides to southern states in covering
children in families who cannot afford to purchase health insurance. A federal
Medicaid waiver is not required to take the following actions to reduce the
number of uninsured children: |

¢ Raise Medicaid age and income eligibility levels.
* Eliminate the Medicéid assets test for children.

* Use outreach to enroll eligible children in Medicaid.

In addition to the above, states and communities can utilize local resources to
provide health coverage to children as either an alternative to Medlcald or when
children are ineligible for Medicaid.

With over four million uninsured children hvmg in the South, reducmg
the number of children who are without health coverage should be a major public
policy priority for southern states. Prbviding health coverage for children
addresses several public goals, including improving access to preventive and
primary care and helping families to make a successful transition from welfare
to work.
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ARKANSAS

UNINSURED CHILDREN, 1993
134,800 TOTAL CHILDREN

60,000 - NUMBER 60 UNDER POVERTY
- 51,200

50
40,000 40
3
20

20,000
10

0
AgeB—12 N Age 13-18

Age0-5

PERCENTAGE CHANGE IN UNINSURED CHILDREN
BETWEEN 1989 AND 1993

PERCENT CHANGE

Age0-5 . Age6-12 Age13-18
<100% M 101%-200% [0 2 201%

ARKANSAS MEDICAID ELIGIBILITY LEVELS
' ANNUAL INCOME FAMILY OF‘THREE {1996)

. Age Income  Percent of Povérty
Birth to 1 $17,263 133%

Age 1-5 $17,263 133% -

Age 6-12 $12,980 100%

Age 13-18 $ 2,448 18.9%

SOURCE: THE SOUTHERN INSTITUTE ON CHILDREN AND FAMILIES (1860 and 1994 CPS)
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GAO

United States
General Accounting Office
Washington, D.C. 20548

Health, Education, and
Human Services Division
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January 18, 1996

The Honorable Christopher J. Dodd
Ranking Minority Member '
Subcommittee on Children and Families
Committee on Labor and Human Resources
United States Senate ‘

Dear Senator Dodd:

Since 1987, the number of children covered by employment-based health
insurance has decreased, and, by 1993, more than 9.3 million children
lacked health insurance. Studies have shown that uninsured children are
less likely than insured children to get needed health and preventive care,
Lack of such care can adversely affect their health status throughout their
lives. . -

In the mid-1980s, several states began using state and other nonfederal
funds to develop health insurance programs for children who were caught
in the uninsured gap between private insurance and Medicaid, the
federal/state program that insures some low-income people. In addition to
state efforts, Blue Cross/Blue Shield organizations throughout the United
States developed privately funded programs to insure children. At the
same time, the federal government and many states expanded eligibility

‘for Medicaid, the primary source of insurance for poor children.!

The 104th Congress is considering legislation making the Medicaid
program into a block grant, limiting the growth of program expenditures,
and removing most guarantees of eligibility for coverage and requirements

- for states to cover services. Such restructuring could give states

significantly more flexibility in how they provide insurance to g:_hildren.

In light of these developments, you asked us to examine emerging state

-and private efforts to insure children who are not eligible for Medicaid and

whose families are not able to purchase private coverage. Specifically, you
asked us to provide information on (1)} enrollment, costs, funding sources,
and annual budgets of these state and private programs; (2) the strategies
these programs have used to manage costs while providing children access
to health care; and (3) program design elements that have facilitated
program implementation. ‘

'Health Insurance for Children: Many Remain Uninsured Despite Medicaid Expansion .
(GAG/HEHS-95-175, July 19, 1995).

Pagel ‘ GAO/HEHS-96-35 New Strategies to Insure Children
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To answer these questions, we visited six programs in five states: two
privately funded programs—the Alabama Caring Program for Children and
the Western Pennsylvania Caring Program for Children—and four
state-funded programs—the Florida Healthy Kids Program,
MinnesotaCare,? New York’s Child Health Plus Program, and
Pennsylvania’s Children’s Health Insurance Program.? We selected
programs that had at least 2 years’ operational experience at the time of
our visit and that represented a variety of approaches in diverse
geographic areas. (See app. II for more detail on specific programs.)

For each program, we reviewed relevant program documents and
interviewed program officials, participating insurers or managed care
.organizations, and physicians. We also interviewed officials from the
Department of Health and Human Services’ Health Care Financing
Administration (HFCA), which administers the Medicaid program, and
representatives from children’s advocate organizations in program states.
We analyzed other information, including information collected by the -
National Governor’s Association, on programs to insure children. We

performed our work between November 1994 and October 1995 in .

accordance with generally accepted government auditing standards.

In the mid-1980s, states and private organizations began developing health .

insurance programs to increase health care access for children. By 1995,

14 states and at least 24 private-sector organizations had such programs.

The number of children enrolled in the six programs we visited ranged

from more than 5,000 to more than 100,000. Unlike state Medicaid
programs, which operate as open-ended entitlements funded in part by the
| federal government, these programs operated within fixed and often

i limited budgets and were funded by various nonfederal sources, such as

dedicated state taxes and private donations. To better target their
resources, the state- and privately funded programs restricted eligibility
for subsidized services to low-income, uninsured, or underinsured _
children. Regardless, limited budgets compelled five of the six programs to
cap enrollment at times and to place eligible children on waiting lists.

MinnesotaCare began as a state-funded program and is classified as such in this report. However, the
children participating in the program were transferred to Medicaid on July 1, 1995, as part of
Minnesota's Medicaid 1115 waiver.

incomes as did the Maine Health Program, a state-funded program that is no longer in existence.
However, this report focuses solely on programs that were state- or privately funded at the time of 0
visit.

Page 2 GAO/MEHS-96-35 New Strategles to Insure Children

3We also visited Maine’s Medicaid program, which now covers children of similar ages and family .
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ackground

To manage their costs, the programs used several strategies. Some limited
services covered, but all covered basic preventive and outpatient services.
Some of the programs that did not provide inpatient care relied on
Medicaid to provide this service. Other cost-management strategies
included patient cost-sharing through premiums and copayments,
enrolling children in managed care, and using competitive bidding to
select insurers.

The six programs were designed to attract both providers and families.
Most operated, at least partially, through nonprofit or private insurers,
which enabled the programs to use existing provider payment systems and
physician networks and to offer near-market reimbursement
rates—features that appealed to insurers and providers. For patients, the
programs guaranteed access to a provider network, had simple enrollment
procedures, and took specific steps to avoid the appearance of a welfare
program. Moreover, initial surveys suggested that children in these
programs increased their access to and appropriate use of health care.

Health insurance helps children obtain health care. Children without
health insurance are less likely to have routine doctor visits, seek care for
injuries, and have a regular source of medical care. Their families are more
likely to take them to a clinic or emergency room (ER) rather than a private
physician or health maintenance organization (iM0).45¢ Children without
health insurance are also less likely to be appropriately immunized—an
important step in preventing childhood illnesses.™

(7 During the 1980s, employment-based health insurance—the most commor{

source of health coverage for Americans—decreased. By 1993, more than
39 million Americans lacked any type of health insurance. Almost

4Barbara Bloom, Health Insurance and Medical Care: Health of Our Nation’s Children, United States
(Hyattsville, Md.: Advance Data from Vital and Health Statistics, National Center for Health Statistics,
No. 188, 1990).

SDavid L. Wood and onhérs, “Access to Medical Care for Children and Adolescents in the U.8.”
Pediatrics, Vol. 86, No. 5 (1990), pp. 666-673.

$Mary D. Overpeck and Jonathan B, Kotch, “The Effect of U.S. Children's Access to Care on Medical
Attention for Injuries,” American Journal of Public Health, Vol. 86, No. 3 (1896), pp. 402-404.

"Charles N. Oberg, “Medically Uninsured Children in the United States: A Challenge to Public Policy,”
Pediatrics, Yol. 86, No. 5 (1990), pp. 824-833.

$David U. Himmelstein and Steffle 'Woolhandler, *Care Denied: U.S. Residents Who Are Unable to

Obtain Needed Medical Services,” American Journal of Public Health, Vol 86, No. 3 (1895), pp. 341-344.

Page 3 GAO/MHEHS-96-356 New Strategies to Insure Children
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one-quarter of these people were children, despite the relative
affordability of providing insurance for children.? .

“7 )( Uninsured children are generally children of lower-income workers,

.

i ‘5
.*"“\";

,",\:. ! .\:.".e

Lower-income workers are less likely than higher-income workers to have
health insurance for their families because they are less likely to work for
a firm that offers insurance for their families. Even if such insurance is
offered, it may be too costly for lower-income workers to purchase.'® In
1993, 61 percent of uninsured children were in families with at least one
parent who worked full time for the entire year the child was uninsured.
About 57 percent of uninsured children had family income at or below
150 percent of the federal poverty level.

 Recognizing the need to provide insurance for children, the federal
government and the states expanded children'’s eligibility for Medicaid, a
jointly funded federal/state entitlement program. Beginning in 1986, the
Congress passed a series of Medicaid-expansion laws that required states
to provide coverage to certain children and pregnant women and gave
states the option to expand eligibility further.!! Many states opted to use
this approach instead of funding their own programs, because expandin;
Medicaid allowed them to get matching federal funds. As of April 1995, 3
states and the District of Columbia had expanded coverage for infants or

| children beyond federal requirements. In addition to these expansions,

} between 1991 and August 1995, five states implemented Medicaid
demonstration waivers, some of which included coverage expansions to
some uninsured children. Between 1989 and 1993, Medicaid expanded

| from covering 14 percent of U.S. children (8.9 million) to 20 percent

1 (13.7 million). Nevertheless, many uninsured children remain ineligible for
Medicaid. ' ‘

Personal health care expenditures per capita for children were $737 in 1987 (the most recent national
data available)}—one-gixth those of the elderly. VHI-Lewin, a health care consulting firm, estimated
that the United States could implement a Medicare-type system of coverage for children using existing
public and private coverage plus an increase of $56.7 billion—an increase of 0.4 percent over current
national health spending. See Robert G. Hughes, Tania L. Davis, and Richard C. Reynolds, *Assuring
Children's Health As the Basis for Health Care Reform,” Health Affairs, Vol 14, No. 2 (1996}, pp-
1568-167.

WGAO/HEHS-96-175, July 19, 1995,
"The Omnibus Budget Reconciliation Acts of 1986 (P.L. 99-609), 1987 (P.L. 100-203), 1989 (P.L. .

101-239), and 1990 (P.L. 101-508) and the Medicare Catastrophic Care Amendments of 1988 (P.L.
100-360). ‘

Page 4 ‘ GAO/HEHS-96-35 New Strategies to Insure Children
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Beginning in 1985, states and private entities began to fund programs that
provided insurance for children who were ineligible for or not enrolled in

Funded Pr ograms Medicaid and did not have private or comparable insurance coverage.?

Improvéd Children’s The programs we visited varied in several respects, but all were limited in

Coverage how many children they could cover by the size of their budgets, which

g depended on their funding sources. Every state had substantially more
' uninsured children than children enrolled in one of these programs.

Almost all of these programs have had to restrict enrollment and develop
waiting lists of children who could not enroll because of insufficient
funding. To target their funding, most programs restricted enrollment to
low-income, uninsured children not enrolled in Medicaid.

Programs Varied in Several  In 1995, 31 states had either a publicly or privately funded program that

Respects, but All Provided plfovided healtFI‘l insurance covsarzge t;())r (ihllf(lilrnedn.: (See app. I for a list of
these states.) Fourteen states publicly ed programs that provided

Coverage Through Set insurance for children, which generally relied heavily on state funding. In

Budgets

1994, these programs enrolled from 39 to 98,538 children and had budgets
ranging from about $240,000 to about $71.5 million. :

In addition to state-level efforts, the private sector developed voluntary
insurance programs supported through philanthropic funding. The best
known of these are the Caring Programs, sponsored by 24 Blue Cross/Blue
Shield organizations in 22 states. The Caring Programs, which served more
than 41,000 children in 1994, ranged in size from 400 to almost 6,000
enrolled children and had budgets from $100,000 to $4.3 million.

The four state- and two privately funded programs that we visited varied in
enrollments and funding sources, They provided insurance coverage to
between 5,532 and 104,248 children under set yearly budgets. Much of the
state programs’ funding came from state general revenues, cigarette or

" tobacco taxes, or health care provider taxes; counties; and foundations

and other private-sector entities. The private programs each received
funding from Blue Cross/Blue Shield and from private individuals and
organizations. ‘

2For other discussions of these programs, see lan T. Hill, Lawrence Bartlett, and Molly B. Brostrom,
“State Initiatives to Cover Uninsured Children,” The Future of Children, The Center for the Future of
Children, Vol. 3, No. 2 (Los Altos, Calif 1933); Patricia Butler, Robert L. Mollica, and Trish Riley,
Children’s Health Plans, National Academy for State Health Policy (Portland, Maine: 1993);
Christopher De(Graw, M. Jane Park, and Julie A. Hudman, “State Initiatives to Provide Medical
Coverage for Uninsured Children,” The Future of Children, The Center for the Future of Children, Vol.
5, No. 1 (Los Altos, Calif: 1995). )

BMuch of this information comes from Deborah F. Perry, “Innovative State Health Initiatives for
Children,” Stateline, National Governor’s Association (Washington, D.C.: 1995).

Page 8 GAO/HEHS-96-35 New Strategies to Insure Children
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The programs’ costs, covered services, and premium subsidies also varied.
Moreover, four of the programs operated statewide, but Florida Healthy
Kids and the Western Pennsylvania Caring Program for Children operated
only in certain counties. (See table 1.)

Table 1: Characteristics of the Six Programs

e Annual :
Program name, type, budget, Premium,
and implementation Enroliment, Cost per child’ 1994 (In Covered copayment, and
date 7/95 per month Funding sources miilions) services deductible
Alabama Caring 5,922 $20.00 Private donations, $1.7 Outpatient  No premium, some
Program for Children Blue Cross/Blue Shield only copayments, no
{private, 1988) ) deductibles
Western Pennsyivania 5,532 70.80 Private donations, 4.3 Qutpatient;  No premium, some
Caring Program Blue Cross/Biue Shield limited copayments, no
for Chitdren (private, . inpatient deductibles
1985}
Pennsylvania’s 49,634 62.60 State cigarette tax, 21 Qutpatient;  Sliding scale
Children's Heaith premium payments, limited premium, some
Insurance Program insurer donations inpatient copayments, no
(state, 1993) . ' deductibles
New York's Child 104,248 54.71 State Bad Debt and 55 Outpatient  Sliding scale
Heaith Plus Program Charity pool raised only premium, some
(state, 1991) through hospital copayments, no
' assessments and deductibles
premium payments -
Florida Healthy Kids 15,254 46.50° State general revenus 88 Cutpatient  Sliding scale
Program (state, 1892) funds, several types and inpatient premium, some
of county funds, copayments, no
school board funds, deductibles
premium payments
MinnesotaCare (state, 44,689 53.00 State and federal 36.6° Qutpatient  Sliding scale
1992) Medicaid funds, and inpatient premium, no
premium payments : copayments, no
’ deductibles

% or Volusia County.

*MinnesotaCare's budget included services for child and adult participants.

Unlike state Medicaid programs, which operate as open-ended

federal/state entitlements, all the programs we reviewed operated within

limited and fixed budgets. These budgets did not allow them to cover most
~ of the uninsured children in their states. The private program budgets
were limited by the amount that could be raised by corporate donors, such
as Blue Cross/Blue Shield, and individual donors. The state-funded

Page 6

.

GAQO/HEHS-86-35 New Strategies to Insure Children



B-259618

programs had larger budgets, but they, too, were limited by the amount of
funding states were willing to devote to insuring children.

All the states in which these programs operated had more uninsured
children than children enrolled in the programs.For example, New York’s
Child Health Plus Program represented a substantial investment for the
state in children’s health coverage—3$55 million—and it had the largest
enrollment: 104,248, But in 1993, New York State had almost half a million
uninsured children. Other programs could only cover a small fraction of
their uninsured. For example, Alabama had 166,000 uninsured children in
1993, and its Caring Program covered 5,922 in 1995—only about 3 percent.
MinnesotaCare had the highest ratio of enrolled children in 1995 to
uninsured children in 1993: 44,689 to 76,5617, or b8 percent.

Lack of funding forced all the programs we visited (except Minnesota's) to
restrict enrollment at times and to relegate children who applied for the
program to waiting lists. According to child advocates and officials of
these programs, restricting enrollment and developing waiting lists -
undermine program credibility. In addition, Florida has been unable to
start its Healthy Kids Program in many interested counties because the
program has lacked funding.
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TO: Chris Jennings

FROM: Acting Assistant Secretary for Planning and E\}aluation

SUBJE.CT:. Foliow-up Materials on Children

Attached is the information you requested following our November 27, meeting on
children’s reform: the GAO report, “Health Insurance for Children” and data on persons

without access to a primary care provider and the role of community health centers in
providing services to underserved persons. '

‘ I hope this information is helpful.

o

ack C. Ebeler

Attachments



TAB I - IMPORTANCE OF SAFETY NET PROVIDERS AND
THE ROLE OF HEALTH CENTERS

Health Centers are an essential part of the saféty net,
effectively serving (with the National Health Service Corps) an
estimated 10 million persons per year, nearly half of whom are
children.

Universe of Safety Net Providers

® In the broadest sense the safety net includes programs aimed
- at ‘all levels of care for populations with special needs
such as mothers and children, persons with AIDS, and those
with mental health and substance abuse problems.

° Of particular concern are providers of preventive and
primary care to uninsured and underserved populations.

[ ) They include many rural health clinics, some public health
departments and hospitals OPDs, privately supported free
clinics and the programs supported by the Bureau of Primary
Health Care.

The Role qg Health Centers ggd the National Health Service Corps

What are the Prégrams?

L The programs described here include the Health Center
programs of the Bureau of Primary Health Care. These
programs,<which comprise the Consolidated Health Services
Cluster, include Community Health Centers, Migrant Health
Centers, Health Care for the Homeless, and Health Care for
Residents of Public Hou51ng

° In addition, integral to the safety net are the resources
and providers offered through the National Health Service
Corps (NHSC).

Who is Targeted?

‘e Safety net prov1ders target the 43 million persons without
access to a primary care provider -- 19 mlllion of them
children.

- Among the 43 million, there are persistent disparities
in health status that affect low—lncome and racial and
ethnic minorities in particular. -

- These vulnerable populations have a myriad of health,
mental health, and social service needs. They include
persons with HIV infection, substance abusers, persons
in need of mental health services, victims of domestic

8



violence, and the homeless.

° Of the 3,200 counties in the United States, 2091 are
identified as having primary care access problems.

° In 1995, through the integrated Health Center Programs and
National Health Service Corps, 10 million individuals
received care through Health Centers and non-Health Center
based NHSC physicians, in approximately 3000 sites. (See
Attachment I-1.)

° Of the 2091 counties with access problems, 959 are now fully
served or partially served due to Federal support of Health
Centers, leaving 1132 underserved communities with no
Federal support (see Attachment I-1).

] Health Centers and the National Health Service Corps are in
many of the most difficult and most needy areas in the
country, filling the gap between what the public and private
sectors can do and what is needed.

® They provide first line care and entry into the health care
system, making the goal of improving the public’s health
attainable. They offer the enabling services and case
management that addresses all aspects of health and keep
people from using more expensive curative care.

° Health Centers alone provide high quality cost effective
accessible and affordable care to over 8 million underserved
and uninsured persons in 2200 delivery sites across the
country, using approximately 5500 providers (see Attachment
I-2. There has been an increase in of approximately 2
million users in the last five years (see Attachment I-3}.

Who is Served? ’
° Health Centers focus on the needs of children:
- Approximately 3.5 million or 44 percent of the
individuals receiving services at Health Centers are

children from newborn infants to 19 years of age (see
Attachment I-4).

- Another 30 percent of Health Center users are women of
- child bearing age.

- Health Centers were responsible for the delivery of
400,000 babies last year -- 1 of every 5 low income
babies born in America.

- Health centers provide a variety of preventive
services, including immunizations, well-child care, and

9



nutrition, as well as primary care services focused on
the needs of children.

- In addition, Health Centers link with other health and
social service providers, including WIC, schools, and
sBocial service agencies, to assure that the full range
of services are available and accessible to children
and their families. ~

- Approximately 250 Health Centers have developed school-

based or school-linked service programs to improve the
health and school performance of at-risk children.

Large proportions of poor people are served by health
centers: 66 percent of health center patients are below the
poverty level, 20 percent are between 100 and 200 percent of
poverty, and 14 percent are above 200 percent (See.
Attachment I-5).

Sixty-one percent of Health Center patients are minorities
including 28 percent Black, 27 percent Hispanic, and 6

~ percent Asian/other (see Attachment I-6).

Within the Health Center Program the migrant health program
provides preventive and primary health care services to
migrant and seasonal farmworkers and their families. 1In

FY 1995 approximately 600,000 migrant and seasonal
farmworkers were served through over 120 organizations and
390 sites.

Also included in the Health Center program is the Health
Care for the Homeless program which provides homeless
individuals with access to preventive and primary care
services, including immunizations and substance abuse
services. . In FY 1995 services were provided by 123 grantees
to approximately 450,000 homeless individuals.

Under Title IIIB of the Ryan White CARE Act, funds are
provided to Health Centers to provide comprehensive primary
care services to populations with or at risk for HIV
disease. Under this authority Health Centers see
approximately 100,000 patients per year.

Leveraging Other Sources of Support

Collaborating with other public and private partners to
obtain needed capital and infrastructure resources is
increasingly essential for Health Centers. Grant dollars
are successfully used by Health Centers to successfully

.leverage such funds. 8pecifically, each grant dollar helps

to leverage two additional dollars for Health Centers.

10



Health Centers depend on Medicaid revenue along with other

- Federal, State, and local support and private foundations to

treat those with limited resources and no insurance - to
serve as the safety net for these individuals. Approximately
30 percent of Health Center revenues are from the Federal
grant, and 32 percent is from Medicaid. (See Attachment I-7
for CHC revenues by source.). :

We know that Health Centers function as economic engines for
underserved communities. They are a catalyst for economic
development - they empower their communities, generate jobs,
assure the presence of health professionals and facilities,
utilize local suppliers, and have an economic mutiplier
effect on the community’s economy. In FY 19985, the Health
Center investment generated nearly $3 billion in revenues
for impoverished, underserved communities across the
country.

Proven Effectiveness

There is substantial evidence that preventive and primary
care delivered in Health Centers reduces hospitalization,
improves health outcomes, saves total annual Medicaid costs
for the beneficiaries who are Health Center patients, and
helps prevent much more expensive chronic disease and
disability. Specifically, a study of AFDC recipients in
California and New York who use or do not use Health Centers
indicated that: » '

- Regular use of a Health Center results in a 30 percent
savings to Medicaid (with the exclusion of Medicaid).
When maternity related services are included, which
tend to disproportionately increase costs for Health
Centers, savings attributed to Health Centers range
from 14 percent in California to 24 percent in New
York. :

- Health outcomes are improved for both diabetics and ,
asthmatics who use Health Centers compared to non-users
of Health Centers. Specifically, diabetics who are
regular users of Health Centers experience 62 percent
fewer hospital days than non-users, and asthmatics
experience 44 percent fewer hospital days.

A recent study by the Arizona State Department of Health

showed that in 1995 children enrolled in Health Centers in
Arizona have utilization rates that are higher than those
for any other provider in the State (public or private).

There is also evidence that health centers are cost
effective providers in managed care networks:
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- In Maryland, Medicaid payments in a managed care

setting were analyzed for four types of settings
(hospital outpatient clinic, Community Health Center,
physicians’s office, and emergency room). After
adjustment for severity of illness, patients of Health
Centers and office-based physicians had lower total
Medicaid costs, despite slightly higher primary care
rates paid to health centers.

- Another study found that Health Centers had per member
- per month costs that were less than other primary care
providers in their networks.

Studies substantiate the fact that Health Centers provide
high quality health care. In a recent. study comparing
Health Centers with other primary care providers in

- Maryland, a review of over 2,000 records found that Health

Centers far outscored other systems'éf care on 21 different
quality measures. In an examination of quality scores
rating the treatment of well baby care, asthma, diabetes,
and hypertension, Health Centers scored twice as high as the
score of their nearest competitors.

According to a 1993-1994 nation-wide study by the
Commonwealth Fund, 96 percent of Health Center patients were
very satisfied with their care and treatment.

Accountability

Health Centers report annually on users, encounters, .
services provided, costs and revenues, allowing calculation
of efficiency, productivity and utilization.

A continuous quality improvement approach is used to ensure
that the needs of the medically underserved are
appropriately addressed by Health Centers. A critical
component of that approach is the Primary Care Effectiveness
Review (PCER) - an on-site review protocol for all Health
Centers.

The PCER reviews elements of the clinical and administrative
systems of a health center which are either required by law,
regulation, or program expectations, or recommended as good
practice. The establishment of a technical assistance plan
to aid in strengthening the Health Center is a primary
objective of the PCER. )

A new quality initiative features an effort to secure formal
accreditation using industry standards.
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AT ‘Health Center Program Statzstzcs*
FY 1995

: U rha n Rural Toral
Grantee Organizations 333 (46%:) 389 (54%) 722
Grant Awards 405 (44%) SU8  (56%) 9r3
Peaple Served 4,31 3.000 (53% ) ,{, St 000 (d7%) 8 ‘I Q.
St't"vica Dclivery Sites 1.032 (47%) _. 1.172 (53%) , 2.2"4
Health Center Grant Funds (millions) $412.0 (54%) $344.5  (46%) $756.5
blltér Fflﬂl;/.i (millions) £912.4  (52%) $841.1 (48%) $1753.5
TnAl(r‘I Funds (millions) $1324.4 (53G) S1185.6 (47%) S2510.0

* Incldes Communite/Migrant Health Centers. Health Care
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Housing, and Healthy Sehools, Healthy Communities Programs
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Health Centers: People Served
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Ohys.ew>  Health Centers: Revenue by Source
FY 1995
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TAB III - THE SAFETY NET AND THE UNINSURED

Cost reimbursement under Medicaid, as well as Federal and state

grants and support from local tax dollars have allowed Health
Centers to care provided to the uninsured. The growing number of
uninsured has the potential to cause a serious financial crisis
for many Health Centers, particularly if PHS grant funda do not
grow and Medicaid funds were to decrease.

‘The Environment: Increases in the Number of Uninsured

Current

While there ies increased competition due to managed care for
the AFDC Medicaid population, the same cannot be said for
the uninsured populatlon In fact, the number of uninsured
persons has been growing steadily, and is projected to
expand at an ever greater rate. Nationally, the uninsured

'increased by 15 percent between 1990 and 1994, from 34.7

million to 39.7 million. Of the total uninsured, 7.1
million, or 18 percent are children under 19 years of age.

Of those who were insured in FY 1994 but became uninsured in
FY 1995 -- 31.5 percent were children under 18 years of age.

Shifts in the labor market are éausing a continuing decrease
in the proportion of people insured through employers - a
decline of about 1 percent per year.

- States with the largest percentage of their populations
with employer-based insurance include Wisconsin (71.7
percent), Delaware (68.2 percent), Maryland (66.6 '
percent), New Hampshire (66 0 percent) and Hawaii (66.0
percent) .

- States with the smallest percentagellnclude Mississippi
(42.9 percent), New Mexico (42.8 percent), Louisiana
(44.6 percent) and California (47.9 percent).

In order to contain and manage costs, many States have
reduced the amount, duration and scope of benefits available
under State-funded welfare and health programs. Although
the Medicaid managed care programs have enabled some States
to expand certain categories of Medicaid eligibility, other
State activities (including State welfare reforms) have
resulted in an increase in the number of uninsured.

Projected

There are several estimates of the number of uninsured Americans
over the next five years:
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Analysis by Shactman, Thorpe and Altman indicates that if
Medicaid enrocllment is frozen and employer based insurance
continues to erode at the same rate as it did from 1989-
1993, the number of uninsured would 1ncrease from 40 to 67
mllllon by 2002. : v

Alternatively, with no change in Medicaid and a more
conservative estimate of private insurance erosion, 45.9
million will be uninsured by 2002.

A third scenario is suggested by the Congressional Medicaid
reform proposal - the Medicaid Restructuring Act. Under
this proposal the number of uninsured would increase to 52.7
by 2002. ‘

A fourth scenario relates to the Administration’s Medicaid
reform proposal. Even here, some decrease in coverage is
likely to continue, with the number of uninsured estimated
at 47 million by 2002.

Issues for Safety Net Pgeviders
Effect on the Safety Net

Lack of 1nsurance coverage dlsproportlonately affects the
poor.

- The rate of uninsurance is twice as high among low-
income persons. In 1994, 15 percent of the total
population was uninsured, while almost 30 percent of
poor persons (under 200 percent of poverty) were
uninsured.

- In 1994 approximately 15 million, or 38 percent of the
total uninsured were women and children under 200
percent of poverty.

Among the poor, workers are even less likely to have
coverage than nonworkers:

- Specifically, among the poor, 44.9 percent who worked
. during the year lacked insurance coverage, compared to
26.4 percent of persons who did not work.

- In addition, many low-paid individuals are only covered
by major medical policies, which do not include
preventive and primary care services.

The Kennedy-Kassenbaum bill that has been proposed is
limited and incremental - providing insurance protection
only to those who lose their employer-based insurance
coverage. However, this provides no help to the poor with
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- no long-term employment. The Kennedy-Kassenbaum bill is

assumed in .cost estimates to cover only those above 250
percent of poverty, and therefore will not help those who
are traditionally covered by the safety net.

Effect on Health Centers

There is a clear relationship between increases in the
uninsured generally and in Health Centers. A State-level
analysis shows that between 1990 and 1994, health centers in
28 States had an increase in their uninsurance rates of over
30 percent. Only 8 of these 28 States had an overall State
increase in the uninsurance rate of over 30 percent. This-
demonstrates that for many States, the increase in the
uninsured affects Health Centers more than other providers
in the State.

- Some States (i.e., Michigan and Ohio) have discontinued
their general assistance programs resulting in 500,000
individuals formerly eligible for medical coverage
becoming uninsured. Many of these individuals continue
to receive services from Health Céenters, but Health
Centers no longer get reimbursed for the services.

- Also, Health Centers in certain States (e.g., Illinois)
that have experienced large increases in the number of
uninsured have had to eliminate optional services such
as dental.

- In New Jersey hospital dumping continues to be a
problem. That is, hospitals send uninsured to Health
Centers instead of treating them at the hospital.

The advent of managed care coupled with expansions in
Medicaid eligibility has increased the number of Medicaid
users in Health Centers. However at the same time there has
been an increase in the number of uninsured seen by centers,
(See Attachment III-1.) Between 1990 and 1994, the number
of uninsured nationally increased by 15 percent, while the
number of uninsured persons in Health Centers increased 29
percent. (See Attachment I1I1I-2.)

Four million Health Center patients (or approximately 40
percent) are currently uninsured for health care. As the
number of uninsured individuals continues to increase, the
Consolidated Health Center and the NHSC will become even
more critical to the nation as the provider of cost
effective, high quality care to this underserved population.

For those clients served in the Health Care for the Homeless
program in the years 1990 - 1994, about 70 percent did not
have any form of private or public insurance.
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'~ Health Centers in communities with large groups of
noncitizens, who are far less likely to have insurance

coverage, face increased demands. The Immigration and
Naturalization Service estimates that more than 3.2 million
"unauthorized individuals" 1live in the United States, and
t?ey are concentrated most heavily in California, Texas, ad
Florida. :

As the number of uninsured in Health Centers has gone up,
patient collections from the uninsured have come down.
Specifically, in 1990, Health Centers collected $61 per
uninsured patient. In 1995 they collected only $55 per
uninsured patient. When these actual dollars are adjusted
for inflation, the collection of 1995 dollars have a value
of approximately $41. This suggests that the ability of the
uninsured to pay for their own care is declining, putting an
increased burden on Health Centers. Attachment III-3 shows
the trend in Health Center Revenues in the last five years -
i.e., increases in Medicaid relative to patient fees
(collections from the uninsured).

As a result of the growing numbers of uninsured in Health
Centers, cost shifting ability will be increasingly limited.
The revenues Health Centers get are inter-related. That is,
when Medicaid covers reasonable costs, then PHS grant money
can go entirely for the uninsured and for enabling services
(such as translation, transportation, outreach, parenting
classes, infant feeding programs and day care). But when
Medicaid or other providers cover less than cost, then grant
dollars subsidize Medicaid and fewer uninsured persons are
served.

In a study of fifteen communities conducted by the Robert
Wood Johnson Foundation, Health Centers that participated in
capitated managed care reported that they were able to
maintain the level of care they provided to the uninsured.
Generally, however, this was possible only when these
providers obtained additional funds from sources other than
Medicaid, including more revenues from private-pay patients
or increased funds from State or local governments.
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Without Impact of Welfare Reform:

Qutputs -- Numbex of People Sexved

FY 1996 FY 1998

: FY 1997 FY 1998 ,
Enacted Pres. Budget /o Request u/ Request

Medicaid

- Managed Care 1,100,000 1,500,000 1,950,000 2,000,000
- Non Managed Care . 2,000,000 1,600,000 1,100,000 1,150, 000
Medicare 800,000 800,000 800,000 825,000
Uninsured 3,300,000 3,350,000 3,350,000 . 3,600,000
Other 3rd Party 900,000 850,000 850,000 875,000
Total Patients 8,100,000 8,100,000 8,050,000 8,450,000

Sources of Funding for Consolidated Health Centexs
{In millions of Dollars)
FY 1996 FY 1997 FY 1998 FY 1998
Enacted PRres. Budget — w/o Request ¥w/.Request

Health Centers $755.1 $757.1 $757.1 $837.1
Other Sources: .

Medicare 175.0 175.0 175.0 180.0

Medicaid * 820.0 820.0 800.0 813.0

Other 3rd Party 210.0 210.0 210.0 216.0

Patient Fees 175.0 185.0 185.0 210.0

State/Local/other 380.0 370.0 370.0 : 370.0
Subtotal, other.  1.760.0 1.760.0 1.740.0 1.789.0

TOTAL $2,515.1 $2,517.1 $2,497.1 $2,626.1

In FY 1998, health centers will experience a reduction of $20 million in
Medicaid revenues due to the transition of their Medicaid health center
patients into managed care arrangements. However, with the $60 million
proposed increase in service capacity, health centers will be able to
serve an additional 350,000 patients, including approximately 50,000 new
Medicaid patients. These new Medicaid patients will increase Medicaid
revenues by approximately $13 million. The FY 1998 Medicaid projection
of $813 million reflects both of these activities.

The above estimates do not consider the impact of the recently enacted
welfare reform legislation. With the implementation of this
legislation, it is anticipated that there would be a further loss of
Medicaid revenues as well as a corresponding loss of patients served.
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Democrats to

04 et Erakeid Galthvor whth thole chikdren, rom lott, Joshas, 8, Anasmarl, 2, st R 10
Insucancs coversge from their smployers,

Seek Expansion

DA, A
of Health Coverage for Children
Few would disagree, but Republi-  Stan Dorn of the Children’s D«
7% cans, whose support would be cru- fense Fund. another backer of Ki
cial for any of these efforts to suc- dycare, said the 1987 National Me«
ceed, say they want to see the actual ical Expenditure Survey, the mo:
§ proposals before signaling their sup- recent, found that one-third of uni
port. . , sured children with two or more e:
i “Senator Roth is concerned that infections and ‘a majority of unir
i health care be available to children.” sured children with asthma “nevc
said an aide to Senate Finance Com- saw a physician.”
mittee Chairnian William V. Roth jr. Despite the emotional appeal «
{.(R-D'el.). “He would like to see the broadening. coverage for childre:
details of the proposals before com- the proposals could bog down in di
| nenting.” putes over how much to spen
|i Already. though, a coalition of where to get the money, whethe
{ children’s groups is gathering behind the plans would affect existing worl
! ithe “Kiddycare™ concept. the label place insurance coverage of childre
§ ‘being attached to many of these pro- and whether the initiatives wou.
posals. And. as their Democratic create a new federal entitlement.
PR d backers realize, the concept has  The mwst frequently cited cor
0. n thele tackaemie, wa, . Strong political appeal for the mil- cern ix the potential for somethir .
a2y they can’t afford te hey It

o

bema. Tha Galthars, whe dout pot hdolth e omp ey cat ol lions of families without coverage, called “substitution”—the notic
By Spencer Rich Within the administration, Secre- people such as Rod and Elaine Gaith- that emplovers may stop offerir
. Washiogton Post Staff Writer tary of Health and Human §emoes er-of Clarksville, Md. cerae e childven of h oren
T Donna E. Shalala has made it knoym  Te Gaithers earn about $40.000 verage e ren eir wor
. Looking for a more measured way she strongly fayot%: somh€ action™to j year, but they don’t get health i- ersgdtgf;{ know the government w
to-expand health care to those with- éxpand coverage of' childrén, and-on surance on the job and say they can't P :

out it, congressional Democrats several occasions Presidént Clinton
have gﬁ“ded tmgfml wvef;pimsegmh;s indicated an interest in
age lfor unmsured'chidren one of expanding edverage of ‘ehiildren :as
their top legislative priorities in the Jong as it werg witb%i@the-'éqntac;f:qf:
wmCongress. halanced bgget. T I S -

The proposals, being drafted by}, About 10 ‘milliofAmerican chil-
Senate Minority Leader Thomas A.’iren are without health insurance,,
g_qme (5.D.), House Minority#ccording to estimat.

[ y ‘ezsfby the Gen-
Richard A. Gephardt (Mo.)keral Accounting Office.:Because

w4 other key Democrats, essential-tnearly 3 million of those: are.¢ligible-
¥ could create a new class of fedéralifor Medicaid, part of the Democrats’

wcial support. Some of the initia-€Hort will be aimed at spurring these
{ves would offer a tax credit to help Pivents to take advantage of this al-
vfamily buy their children a health ready existing federal program.

are policy, while others would offer*. But many more ambitious plans
t direct federal subsidy of some are in the. works. Among the most
ype. ' detailed thus far is a proposal being
¢ Although the details are still being|drafted by Seus. Edward M. Kenne-
¥orked out, most of the measures dy (D-Mass.) and John F, Kerry (I

'ocus on children in families that fall
setween the cracks: They're not
wor-enough to qualify for Medicaid
wt not affluent enough to pay for
ﬂate insurance entirely out of
eir own pocket.
By focusing on children’s health,
he Democrats believe they have
Pdred on an issue that is politically
gure palatable than the ambitious
realth care reform plan that col-
In Clinton’s first term. And by
. a more tempered approach,
Bey hope to build on the successes
thieved last year in the bipartisan
ffort to pass the Kassebaum-Ken-
edy bill that strengthened coverage
ar the unemployed,

““We will be attempting to improve
wess to health care, especially for
yldren, in the 105th Congress,”
id Daschle after his reelection to
e leadership post last week, He
dled this one of his top priorities.

Mass.) that would provide grants 1.
the states to help families afford
health insurance for their children.

The plan would target families in
that no man’s land—that is. those
who are not poor enough to be eligi-
ble for Medicaid but who don’t get
insurance on the job and can't afford
to pay for it themselves. Under the
Kennedy-Kerry plan, families would
be paid a federal subsidy that would
gradually decrease as their income
went up.

The plan would cost between $20
billion to $24 billion over five vears
and would allow subsidies for a ma-
jority of uncovered children, accord-
ing.to one estimate. As conceived, it
would be paid for through an addi-
tional 75-cent-a-pack cigarette tax.

"“Every American child deserves a
healthy start in life, and every family
should have the opportunity to help
that child get that start.” Kennedy

waid

afford the $3,600 to $4,500 that |

buying insurance would cost them.

. The size of the family pavcheck
:sounds pretty respectable, admits

Elaine Gaither. “But it shrinks verv
substantially after taxes, house
costs, cars 10 go to work, food and
clothing for three really fast-growing
children and other day-to-day ex-
penses,” she said. “1 get very cre-
ative- with how far a pound .of meat
can go." . .

- Once they had insurance based on
a job she held, but when she left the
job ‘a few vears ago, they lost it.
Since then they have been searching
for a modest-cost insurance policy,
or at least something that would pro-
tect: their children. But so far they
‘haven't found 2 good policy that is
also affordable. v K

“l worry every day.” said the
Howard County woman. “['ve got
three kids. one with asthma. which
really frightens me. Once in a while
he pgets a bad attack. IUs a scarv
propasitioin.”

Groups lining up in- support of
these initiatives say that children
who aren’t covered often end up
never getting treatment when they
hecome ill. o

“What happens to uninsured chil-
dren? Usually their financially
strapped families tend to delay or
forgo needed pediatric medical care
hecause of the out-of-pocket ex-
pense,” said David Tayloe, a physi-
cian speaking for the American
Academy of Pediatrics i’ a recent
plea for action on the Kiddycare con-
cept. They tend to get less preven-
tive eare. fewer immunizations and

contract more diseases, he said.

“My only concern is that whatewv.
lthey do, it should not weaken the e
isting employer system,” said B
-Gradison, president of the Health 1

i

jsurance Association of Americ

“They might say, ‘We don’t have -

do it. The government will do it." "
- Gradison and others are also co
icerned that if insurers are require
ito take any subsidized child who a-
|plies to them, part of the cost of co
ering these children may be pushe
4onto existing policyholders. .
i On the political front, obstacles
‘so loom. o o
Congressional Republican aid:
note that conservatives have gene

ally shown a resistance to initiativ.
that involve mass federal subsidies.
. “Republicans generally prefer t:
credits that would allow the mark
system to work,” said one aide.
While some conservative polic
groups such as the Heritage Found
tion agreed that the problem of ch
dren’s health is one worth addres
ing, they were quick to challenge tt

"Kennedy plan or anvthing like it th

establishes what they view as a ne
federal entitlement,

“We hope to draft a plan or polk
concepts that conservatives cou:
accept,” said Heritage’s Carrie G:
vora. That plan, she assured, wou:
bear little resemblance to the Ke
nedy proposal.
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