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Summary of Findings

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
rules that result from the Personal Responsibility and Work Opportunity Reconciliation Act
of 1996, is the very low Medicaid participation rate among children who are not receiving
cash assistance (either AFDC or SSI).
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. In 1994, only 38 percent of the Medicaid- ehglble 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 receiving

welfare but who were income-eligible for Medicaid were not enrolled in the

prbgram. 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 other welfare 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.

It is particularly 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 coverage 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 populatlons 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 strategles to
reach out to eligible children.
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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 children 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 income-eligible children were
not enrolled in the program.? Many of these children lacked any health insurance

'U.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 II.
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coverage, whlle the rest had some health insurance but likely received less adequate
coverage than is available under state Medicaid programs.

. Natlonally, in 1994, one—fxfth 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 chlldren lived in families
w1th 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
éhildren 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
ci)verage would have allowed them to be insured throughout the year.

This analy51s 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 are not currently reached
by the Medxcald 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.

Y

* In this analysis, 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 “income-eligible” simply as children * ehglble for
Medicaid. :
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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.

. 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 likely 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
enrolled in the Medicaid program, these figures represent the proportion of children living in families
that receive neither AFDC nor 551 benefits.
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. 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 time.

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

The expansions in Medicaid eligibility, still being 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 changes 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 cons1der Medlcaxd part1c1pat10n 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 Med1ca1d program
were not rece1v1ng cash aid.®

Recent changes 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

Syus. Departtrjent 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 from the Urban Institute.
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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 L

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 Medicaid 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
participation 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.

8 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 i incomes below 100 percent of the federal poverty line were °
eligible for Medlcald ?

More than one-third of all children under age 11 who were eligible for
Med1ca1d were not enrolled in the program in 1994. This represented 4.8
mrlhon children.

More than half of the 4.8 million children ehg1ble 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 chlldren account for 45 percent of the 5.9 million
chlldren under age 11 who were uninsured in 1994.

Nearly 80 percent 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
thexr private health insurance.

It is not poss1b1e 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 dlstmgmsh between children covered for part and all of the year.)

’ The followiné 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 variation 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 largér proportion of
eligible children participating in the Medicaid program. Table IT addresses this issue
and show the number and proportion of income-eligible children not receiving AFDC
and SSI who were not enrolled in Medicaid.

In addition, states in which a larger portion of Medicaid-eligible children have
private health insurance coverage may have lower Medicaid participation rates. Table
III shows the number and proportion 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 vanatxons 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 prowders, 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.

o
7

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 Med1ca1d but not enrolled in
the program.

Since the begmmng of the Medicaid program, eligibility for AFDC and Medlcald
have been linked. Families receiving AFDC have been automatically eligible for
Medicaid and enrolled in the Medicaid program. The Personal Responsibility and
Work Opportunity 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 ch1ldren 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 Medlcald 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
to restrictions 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 income-eligibility 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

" 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 see, 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 requirement 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.)

. 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 children in poor and near-poor working families are quite
1ow

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 who have significant medlcal problems w111 no longer be automatlc

The extent to which states develop. new approaches to assure that eligible
children are enrolled 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 detérmines 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 SS1 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 recipients 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 TANF-funded
assistance are separately evaluated for Medicaid eligibility.

*States 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.”

B 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 Employer-Based Heaith Care Covemge
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.

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

. Some low-wage workers who are not covered by an employer—based

health care plan are covered by other private health insurance plans, 1

“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
ated 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.

" U1.S. Department 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.
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Table |

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

Percent Number
Low High Low High
Alabama 36.9% 51.0% 72,000 130,000
Alaska 24.7% 38.7% 4,200 8,900
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
Caolorado 28.9% 46.2% 29,100 66,200
Connecticut 22.8% 40.1% 22,900 58,600
Delaware . 30.2% 43 1% 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
Hawai 34.5% 51.8% 12,800 26,800
Idaho 36.2% 48.5% 18,800 32,400
Hlinois 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 . o 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
Massachusetls 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 46,500
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
Qhio 24.2% 31.0% 116,400 173,600
Oklahoma 43.5% 56.4% 75,400 125,700 -
Oregon 31.1% 47.4% 32,200 68,400
Pennsylvania 32.1% 40.0% 144,800 212,400
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 371% 43.2% 427,100 560,900
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% 41,800 89,300
‘Wyoming 34.0% 53.4% 4,700 11,000
us. 35.2% 37.5% 4,650,700 4,946,900

How to Read This Table:

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

1:_'iTo 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 were considered income-sligible for Medicaid. Those interviewed in 1993 were considered
income-sligible for Medicaid if they were between the ages of 6 and 8 and had incomes below the
poverty line. Thoss interviewed in 1994 were considerad income-ealigible for Medicaid if they were
between the ages of 6 and 9 and had incomes below the poverty fine. 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 calculate the number of children income eligible for Medicaid but not
anrolled, the Medicaid participation rates were multiplied by the estimate of the number of children who
would have met the 1994 Medicaid eligibility standards averaged over each of the three survey years.

2. For detailed description of the methodology used, see Appendix il.



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
Low High
Alabama 48.2% 64.2%
Alaska 50.1% 71.5%
Arizona 555% 71.4%
Arkansas 47.8% 64.2%
California 59.7% 65.8%
Colorado 51.8% 73.9%
Connecticut 64.7% 88.8%
Delaware 55.1% 771%
Dist. of Col. 42.5% 65.6%
Florida 50.4% 58.9%
Georgia 45.9% 64.4%
Hawaii 60.5% 81.4%
Idaho 57.0% 72.0%
llincis 57.3% 68.6%
Indiana 37.3% 55.4%
lowa 65.7% 84.2%
Kansas - 50.9% 70.8%
Kentucky 38.2% 56.7%
Louisiana 58.2% 74.0%
Maine 39.7% 62.5%
Maryland 63.7% 82.8%
Massachuselts 59.8% 74.1%
Michigan 50.3% 61.9%
Minnesota 59.6% 83.1%
Mississippi ’ 46.3% 63.6%
Missouri 45.1% 64.2%
Montana . 41.5% 61.3%
Nebraska 60.0% 79.3%
Nevada 65.9% 80.5%
New Hampshire : 52.2% 78.7%
New Jersey 62.9% 75.2%
New Mexico 51.3% 67.6%
New York 63.0% 71.4%
North Carclina 49.3% 59.2%
North Dakota 47.8% 70.2%
Ohio 60.4% 72.3%
Cklahoma 67.9% 81.5%
Oregon 57.3% 78.0%
Pennsylvania 64.0% 74.7%
Rhods Island 49.6% 77.3%
South Carolina 44.6% 60.5%
South Dakota 62.5% 77.9%
Tennessee 36.1% 55.4%
Texas 50.9% 58.2%
Utah . 54.7% 71.4%
Vermont 26.4% 57.2%
Vieginia 56.7% 74.3%
Washington 62.4% 81.0%
West Virginia 43.3% 63.2%
Wisconsin 66.8% 85.9%
Wyoming 60.9% 83.9%
us. 60.6% 63.6%

How To Read This Table:

Number

Low High
70,000 126,900
4,100 8,900
76,000 132,700
35,800 66,600
657,900 820,100
28,800 65,300
21,100 53,900
5,500 12,700
5,100 12,500
209,900 290,300
70.600 143,100
12,300 25500
18,900 32,400
130,600 195,800
54,400 116,900
33,100 64,300
24,100 50,000
32,700 70,900
85,400 150,200
8,500 20,800
60,900 120,800
39,300 65,700
91,600 140,900
33,400 77,200
34,500 65,600
55,500 116,200
7,000 15,200
17,700 34,900
26,300 44,700
7.900 20,500
68,400 106,600
26,000 46,700
222,700 298,900
83,500 121,500
4,600 10,400
108,300 165,300
76,800 125,400
31,500 66,900
141,000 206,500
5,500 15,200
44,700 82,900
12,300 20,800
35,300 79,900
413,400 545,000
26,500 48,500
1,500 5,800
66,300 125,900
41,500 86,800
17,800 38,100
42,700 87,600
4,600 10,600
4,542,900 4,768,000

In the period 1992-1894, between 48 and 62 percent of children who did not receive AFDC or $S1 and
were income-eligible for Medicaid were not enrolled in Alabama. This translates into betwesn 70,000
and 126,900 children who did not receive AFDC or 8SI and who were eligible but not enrolled in

Medicaid in 1894,

Source: Center on Budget and Policy Priorities calculations based on pooled data from the Census

Bureau's 1993, 1994, and 1995 March Cumrent Population Surveys.
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TABLE il NOTES:

1..To determine the Medicaid participation rates, children were considered income eligible for Medicaid if
they met the age and incoma-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 considared income-gligible for Medicaid. Thosa 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
interviswd in 1994 were considered income-eligible for Medicaid if they were between the ages of 6 and 9
and had incomes below the poverty fine. Thoss 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 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 énalysis, children whose families received any income from AFDC or SSI were excluded. Due to
data limitations, we could not determine whether the child was an SSi recipient or whether someone else in
the family received SSi benefits. ’

3 fFor detailed description of the methodology used, see Appendix Il. .




Table il

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

Percent Number
Low High Low - High
Alabama 19.1% 331% 27,800 65,500
Alaska 5.8% 20.6% ' 500 2,600
Arizona 30.8% 46.6% 42,200 86,600
Arkansas ’ - 20.8% 35.8% 15,600 37,100
Calitornia 36.7% 42 9% 404,800 535,000
Colorado 15.6% 34.4% ‘ 8,700 30,400
Connecticut 10.2% 35.9% 3,300 21,800
Delaware 6.9% 24.1% 700 4,000
Dist. of Col. 18.3% 36.9% 2,200 7.000
Fiorida 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 18.4% 33.2% 6,400 14,900
Winois 23.2% 33.7% 52,800 96,200
Indiana $.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
Kentucky 15.0% 31.3% 12,800 38,100
Louisiana 35.4% 51.8% 51,800 105,200
Maine 4.7% 19.7% 1,000 6,600
Maryland ) 16.7% 35.7% 15,900 52,000
Massachusetts . 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
Missouri 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% 45.7% 11,800 25.400
New Hampshire 19.1% 44.0% 2,900 11,400
New Jersey 23.6% 35.9% 25,700 50,800
New Mexico 30.8% 46 9% 15,600 32.400
New York 25.8% 33.9% 91,100 142,200
North Carolina 19.7% 281% 33,300 57,600
- North Dakota 9.6% 27.2% 800 4,000
Ohio 23.5% 34.9% 42,300 78,800
Oklahoma 41.0% 56.9% 46,400 87,500
Oregon 17.9% 37.6% 9,800 32,200
Pennsylvania 2486% 35.2% 54,100 97,300
Rhode Island 18.4% 45.5% 2,200 8,800
South Carolina 18.7% 32.5% 18,800 44,600
South Dakota 12.6% 26.0% 2,500 7.000
Tennesses 6.8% 202% 6,700 26,200
Texas 31.4% 38.3% 255,100 358,900
Utah 17.5% 32.4% 8,400 22.000
Vermont i 0.9% 20.3% 0 2,100
Virginia 23.5% 40.8% 27.500 69,300
Washington 19.1% 40.8% 12,700 43,700
West Virginia 20.1% 38.3% 8,300 23,100
Wisconsin 25.9% 48.8% 16,500 49,800
Wyoming 22.2% 46.9% 1,700 6,000
us. 32.4% 35.3% 2427200 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 SSI and
were income-eligible for Medicaid were wholly uninsured in Alabarma, This translates into between
27,800 and 65,500 children who did not receive AFDC or SSI and who were eligible for Medicaid but
lacked any form of health insurance in 1994,

Source: Center un Budget and Policy Priorities calculations based on pooled data from the Census
Bureau's 1993, 1994, and 1995 March Cumrent Population Surveys.
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TABLE il NOTES: ]

1. To determine the proportion of Medicaid-sligible 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 interviewsd for the Current Population Survey. In each year, children under age six
with incomes below 133 percent of poverty were considersd income-eligible for Medicaid. Those interviewed
in 1993 were considered income-seligible for Medicaid if they were between the ages of 6 and 8 and had
incomes below the poverty line. Those interviewd in 1994 were considered income-eligibie 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-sligible 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. A
2.in this analysis, children whose families received any income from AFDC or $S1 were excluded. Dus to
data limitations, we could not determine whether the child was an SS| recipient or whether someone eise in
the family received SSI benefits.

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




‘Appendix I:

STATE

Alabama
Alaska
Arizona
Arkansas
California’

Colorado
Connecticut
Delaware
D.C.
Florida

Georgia
Hawaii®
Idaho
Illinois
Indiana

Iowa
Kansas
Kentucky
Louisiana
Maine

Maryland®
Massachusetts?
Michigan
Minnesota
Mississippi

34

Missouri
Montana
Nebraska
Nevada

New Hampshire

New Jersey
New Mexico
New York®
North Carolina
North Dakota

Medicaid Income Eligibility Guidelines for Children
Expressed As A Percent of the Federal Poverty Line

133%
133%
140%
133%
200%

133%
185%
185%
185%
185%

185%
185%
133%
133%
. 150%

185%
150%
185%
133%
185%

185%

185%

185%
275%
185%

185%
133%
150%
133%
185%

185%
185%
185%
185%
133%

133%
133%

- 133%

133%
133%

133%

185%
133%
133%
133%

133%
133%
133%
133%
133%

133%
133%
133%
133%
133%

133%

- 133%

150%
133%
133%

133%
133%
133%
133%
185%

133%
185%
133%
133%
133%

19

Older Children’

100% (under 14)

185% (under 13)
100% (under 19)

100% (under 19)
133% (under 19)

100% (under 17)
100% (under 19)

125% (under 19)

150% (under 15)

100% (under 19)

185% (under 19)

185% (under 19)

100% (under 18)



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

Ohio S 133% ‘ 133%

Oklahoma & 150% 133%

Oregon 133% 133% ~ 100% (under 19)
Pennsylvania® 185% 133%

RhodeIsland ~ ~  250% 250% 100% (born after 6/30/83)
South Carolina 185% o 133%

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

Texas 185% 133%

Utah . 133% 133% 100% (under 18)
Vermont : 225% 225% 225% (under 18)

Virginia : 133% 133% 100% (under 19)
Washington ﬂ 200% 200% 200% (under 19)

West Virginia 4 150% 133% 100% (under 19)
Wisconsin ! 185% 185%

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 birthday. 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 ¢hart 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 available 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-fundcd 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 Priorities
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 determine the appropriate range or “confidence interval” around
the estimate.*

' 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 considered 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 children were SSI recipients or whether other family members were receiving
SSIL

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

The esqmates of the proportion of Medicaid-eligible children who either were
not enrolled in the Medicaid program or wholacked 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 exainple, suppose that using the methodology described 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 between 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 lacking health insurance for those children interviewed in 1995.

¢Calculated by taking 20 pe‘rcent of 130,000 children.
?Calculated By taking 30 percent of 160,000 children.

i
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ﬁémocrats to Seek Expansmn of Health Coverage for Children

Mmmwmmmmmmmxma,m

Moma, The Galthers, who don't get Maith

By Spencer Rich
. Washiogton Post Stall Writey

Within the administration, Secre-

tary of Health and Human Services o

Donna E. Shalala has made it known

Loolnng for a more measured way she strongly favoth soffié action”to
aw,e:qaand health care to those with- éxpand coverage of children, and-on
out it, congressional Democrats several occasions Presidént Clinton
have decided to make medical cover- pimself has indicated an' interest in
age for uninsured children one of expandmg @évera g6 ¢
their. top legislative priorities in theJong as it were within
new.Congress. % balanced Bugget.. s |
The proposals, being drafted by} About 10 millien" Amencan chil-

Senate Minority Leader Thomas A.’ren are without ﬁealth insurance,,
Daschle (S.D.), House Minority¥ccording to estimate bg the Gen-

Leader Richard A. Gephardt (Mo.)keéral Accounting: Offide. Because
10d other key Democrats, essential-inearly 3 million of those are.¢ligible
§¥could create a new class of federalifor Medicaid, part of the Democrats’
social support. Some of the initia-ZHort will be aimed at spurring these
jves would offer a tax credit to help Patents to take advantage of this al-
wfamily buy their children a health feady existing federal program.
:are policy, while others would offer*. But many more ambitious plans
A dxrgct federal subsidy of some‘are in the works. Among the most
‘detailed thus tar is a proposal being
Although the details are still being|drafted by Sens. Edward M. Kenne-
kotked out, most of the measuresdy (D-Mass.) and John F. Kerry (I--
ocus on children in families that fall Mass.) that would prowde grants

-of “thildren :as
the contex; of:

jetween the cracks: They're not
wor-enough to qualify for Medicaid
nit not affluent enough to pay for
wivate insurance entirely out of
heir own pocket.
«By focusing on children’s health,
he Democrats believe they have
pized on an issue that is politically
gore palatable than the ambitious
wealth care reform plan that col-
in Clinton’s first term. And by
_ a more tempered approach,
Rey bope 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
xcess to health care, especially for
ildren, in the 105th Congress,”

dd Daschle after his reelection to
ie Jeadership post last week. He
dled this one of his top priorities.

the states to help families afford

Few would disagree. but Republi-

§ cans, whose support' would be cru-
cial for any of these efforts to suc-
ceed, sav they want to see the actual
§ proposals before signaling their sup-

port. .
“Senator Roth is concerned that

¥ health care be available to children.”

said an aide to Senate Finance Com-
mittee Chairman William V. Roth Jr.
(R-Del.). “He would like to see the
details of the proposals before com-
enting.”

i Already, though a coalition of
children’s groups is gathermg behind

Y ithe “Kiddycare” concept, the label

‘being attached to many of these pro-
posals. And, as their Democratic

backers realize, the concept has -

strong political appeal for the mil-
lions of families without coverage.
people such as Rod and Elaine Gaith-
er of Clarksville, Md.

The Gaithers earu about $40.000
a vear, but they don’t get health -
surance on the job and say they can’t
afford the $3,600 to $4,500 that
buying insurance would cost then.

The size of the familv pavcheck
:sounds pretty respectable, admits |
Elaine Gaither. “But it shrinks very
substantially after taxes, house |
costs, cars 1o go to work, food and
clothing for three really fast-growing -
children and other day-to-day ex»
penses,” she said. “ get very cre-
ative: m'th how far a pound .of meat
can go.”

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 thev
‘haven't found a2 good policy that is
also affordable.

- Once they had insurance based on |

health insurance for their children. I worry every dav.” said the

The plan would target families in Howard County woman. “I've got
that no man's land—that is. those three Kids. one with asthma, which
who are not poor enough to be eligi- really frightens me. Once in a while
ble for Medicaid but who don't get he gets a bad attack. 1t's a scary

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 opportumtv to help
that child get that start.” Kennedy

wnird

praposition.”

Groups lining up in support of
these initiatives say that children
who aren’t covered often end up
never getting treatment when they
become il

“What happens to umn>ured 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 in" a recent
plea for action on the Kiddvcare con-

cept. They tend to get less preven-
live eare. fewer immunizations and

contract more diseases, he said.

Stan Dorn of the Children’s De
fense Fund, another hacker of Kic
dycare, said the 1987 National Mec
ical Expenditure Survey, the mos
recent, found that one-third of unir
sured children with two or more ea
infections and "a majority of unir
sured childten with asthma neve
saw a physician.”

Despite the emotional appeal ¢
hroadening. coverage for childrer
the proposals could bog down in dis
putes over how much to spenc
where to get the money, whethe
the plans would affect existing work
place insurance coverage of childre
and whether the initiatives woul
create a new federal entitlement.

The most frequently cited con
vern is the potential for somethin
valled “substitution™—the notio
that emolovers may stop offerin,
coverage for children of their work
ers if they know the government wi
provide it. .

“My only concern is that whateve
lthey do, it should not weaken the e»
Jisting employer system,” said Bi
‘Gradison, president of the Health Ir
isurance Association of Americz

i*They. might say, ‘We don’t have t-

do it. The government will do it.’

Gradison and others are also cor
:cerned that if insurers are require
|to take any subsidized child who af
|plies to them, part of the cost of cor
|enng these children may be pushe
‘onto existing policyholders. .

On the political front, obstacl les &
‘30 loom.

Congressional Rep ublican aide
note that conservatives have gener

}
t

ally shown a resistance to initiative
that involve mass federal subsidies.

. “Republicans generally prefer ta.
credits that would allow the marke
system to work,” said one aide.

While some conservative pohc
groups such as the Heritage Found:
tion agreed that the problem of chil
dren’s health is one worth address
ing, they were quick to challenge th

" Kennedy plan or anvthing like it tha

establishes what they view as a ne\
federal entitlement.

“We hope to draft a plan or polic'
concepts that conservatives coul
accept,” said Heritage’s Carrie Ga
vora. That plan, she assured, woul
bear little resemblance to the Ken

nedy proposal
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BACKGROUND

Numbers and Trends
. Currently: 10 million, or 14 percent, of all children are uninsured

. In the past: The proportion of uninsured children has remained constant

o Employer coverage has declined (from 67 percent in 1987 to 59
percent in 1995), due to:

- Increased outsourcing and part-time work
- Shiftto industries less likely to offer insurance
- More workers in small firms

o But, Medicaid coverage has increased (from 16 percent in 1987 to 23.
percent in 1995), stabilizing the proportion of uninsured children

. In the future: The proportion of uninsured children may increase



- Who Are Uninsured Children

Working families: 80 percent of uninsured children are in working
families.

Income varies: Uninsured children are not just poor children (see chart).

Concentrated in the south and southwest:'

-0 In 1995, about 43 percent of all children but 55 percent of all
uninsured children resided in the south and southwest. -

0 Reasons why these states have higher proportions of uninsured
children include: :

- Lower use of Medicaid options to expahd children’s coverage
- Higher‘prevalence of:

Low-income families

Industries that don’t provide health insurance

Racial and ethnic groups less likely to be covered by
insurance, and

Noncitizens
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Children's Health Coverage, 1995
Proportion of Children Covered by Different Sources
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“Poor” means < 100% of poverty, "Near Poor” means 100-199% of poverty, "Middle Ciass” means > 200% of poverty. "Private” includes nongroup and other coverage.

Source: EBRI, 1996
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Why Are Children Uninsured

Parents change jobs. Nearly half of all children who lose health insurance
do so because their parents lose or change jobs

Parents earn too much for Medicaid but too little for private coverage.
When job-related insurance loss is put to the side, the most important reason
why children lose insurance is that it is too expensive for the family.

Eligible but not enrolled in Medicaid. An estimated 3 million uninsured
children are eligible but not enrolled in Medicaid.



| ‘ | CHALLENGES TO COVERING CHILDREN

»  Costs: Although children are the least expensive population to insure,
policies to cover them are expensive. This results from two major ‘
challenges:

1. Substitution or “crowd out”. Costs rise when a policy substitutes
Federal dollars for employer or state contributions for kids’ coverage.

2.~ Administration. Policies have to strike a balance between cdmplex
administrative rules and enforcement — which limit crowd out — and
the goals of simplicity and small government.

. Covering all uninsured children is prohibitively expensive. Given these
issues, it is impossible in a voluntary system to cover more than two-thirds to
: three-quarters of the 10 million uninsured children without large-scale ;
‘ substitution of Federal dollars for current employer health insurance
payments.



OPTIONS FOR COVERING CHILDREN
Tax Credits |
State Grants

Medicaid Expansion

o Improving the current program

° Making optional coverage more attractive
° Requiring expansions

Vouchers



CURRENT BUDGETARY ,
AND POLITICAL ENVIRONMENT

' Groups
Governors
Congress

Dapartménts



NEXT STEPS

Internal strategy

Review in detail evolving policies in Congress

Prepare‘ for POTUS meeting

. - Deputies meeting for principals meeting

- - Principals meeting for POTUS meeting

Policy process for:

- Responding to criticisms of our policy

- Modifying Congressional alternatives

- Developing bottom-line positions on alternatives

Review our position on size and sources of funding

Exterilal strategy

O

Develop and implement a validator and group strategy to support the
general goals of our policies '

Develop and implement communications strategy including events to -
highlight the need for coverage expansions

Develop and implement strategy to attract gubernatorial support for
our state-based approach

Develop Congressional strategy to ensure that:

- Republicans are invested and/or worried about not supporting
expansions :

- Democrats are committed to support policy and not just an issue

- Budget resolutions contain an investment for expansions

- Members and staff rely on us for technical assistance
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Percent of Chiidren Covered by Prwate insurance, 1987-1 994
C {includes those who report both private coverage and Medicaid)

Percentage
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o Years :

"w

1992A reflects implamantation of 1990 census population welghts, which affected the estimates.
Source: GAO, HEHS-96-129, June, 1996. Data from the Current Population Survey.
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DEPARTMENT OF THE TREASURY
WASHMINGTON, D.C, 20220

December 5, 1996

f 'MMORANDUM FOR NANCY-ANN MIN
ASSOCIATE DIRECTOR FOR HEALTH
OFFICE OF MANAGEMENT AND BUDGET

FROM: ERIC TODER §,4.€¢ f@""’"
DEPUTY ASSISTANT SECRETARY (TAX ANALYSIS)

SUBJECT: Estimates of Health Insurance Subsidies for Children

At a meeting on November 12th, the Treasury was asked to prepare estimates of two health
insurance subsidy proposals for children. Because details of these proposals have not yet hean
specified, the estimates are very preliminary, In-addition to providing revenue estimates, I am
including a list of caveats which give an indication of how the estimates might change depending
on further specification of the proposal. As noted below, the estimates are for a proto-type plan.
It was assumed thal the proposal is administratively feasible and that families would receive
subsidies in a timely manner. Therc are concerns in both these areas, but these concerns have
not been identified nor taken into account m the eslimates due to the nature of the estimation
exercise,

Urnder both proposals, health insurance provxder*; "that do business with the Federal government”
would be required to offer child health insurance policies to all families with cligible children. . ‘
Eligible children include all children under the age of thirteen, who are not eligible for
Medicaid, and whose families are not eligible to obtain an employer contribution towards a
health insurance policy that could-include children.. Families would purchase a separate policy
for each child. These policies would provide benefits similar to those found in the Blue
.Cross/Blue Shield Standard Option plan available through the Federal Employees’ Health
Benefits Program (FEHBP). Each insurer would establish a separate risk pool for these special
child policies. Subsidies would be made available in the form of a refundable tax credit for
health insurance purchased after December 31, 1997. Estimates are provided for two options.

Option 1: Under the first option an 80 percent tax credit would be available up to the
EITC income cut-off. Above the EITC income cut-off, the tax credit would he phased
down (0 reach a 10 percent tax credil in the neighborhood of 275 percent of poverty.
. Families with incomes above this leve! would be eligible for the 10 percent tax credit.

Option 2: Under the second option a 50 percent tax credit would be available up 1o the
EITC income cut-off.. Above the EITC income cut-off the tax ¢redit would be phased
down-to reach a 10 percent tax credit in the neighborhood of 275 percent of poverty.
Families with incomes above this Ievel would be eligible for the 10 percent tax credu
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- Preliminary Estimates

The estimates are for a proto-type plan. It was assumed that a tax credit subsidy program could
be made to be administratively feasible. The estimates do not take into account many of the
problems that might be encountered in administering the subsidy through the tax system
Furthermore, it is assumed that families would benefit from the subsidy in a timely manner, so
that they may participate in the program,

The first option is estimated to lose $4.8 billion in revenue in the period FY 1998 - FY 2002
and $17.0 billion in the period FY 1998 - FY 2006. Under a fully phased-in program,
incorporating 2002 law but estimated at 1998 levels (e.g. population etc.), 2.7 million children
are estimated to obtain health insurance through the subsidy program. Actual participation in
1998 would be much lower than this fully phased-in number. TFor comparison, a fully phased-in
program would lose $2.1 billion in revenue in 1998. Because it would take a number of years
beforc the program is likely to reach full level, actual revenue loss in FY 1998 would be very
small by companson.

In contrast, the second option is estimated to lose $1.9 billion in revenue in the period
FY 1998 - FY 2002 and $5.7 billion in the period FY 1998 - FY 2006. Under a fully phased-in
program, under 2002 law and at 1998 levels, 1 million children are estimated to participate. A
fully phased-in progtam would lose $0.7 billion in 1998. Actual participation and revenue loss
in FY 19938 is estinated to be much lower than these fully phased-in numbers.

Caveats

® . There is great uncertainty around the premiums under both the proposals. The premium
depends upon the amount of adverse selection, which in turn depends on the amourt of
the subsidy and the amount of the premium. High premiums arc likely to result in low
participation, which in turn is likely to reinforce high premiums, as participants are likely
to be less healthy than average. More moderate premiums are likely to cause a small,
but significant, number of employers to drop health insurance coverage for children. As
a result of employer dropping, and because premiums are moderate, pamcxpatlon would
be higher under this scenario than under the previous scenario.

-~ Revenue and participation estimates are based on the long-run cstimate of
premiums with the exception that premiums in the carly years are expected (o be
somewhat higher than long-run premiums because it will take time for employers
to drop health coverage for children.

- If insurers begin by pricing policies at higher levels than estimated the long-run
esumate of premiums may never be reached. Participation would be iower than
estimated. Revenue loss may be higher or lower than estimated depending upon
the interaction of participation and premiums. Higher premiums would resull in
greater revenue loss. per policy.  Lower participation would result in lower
revenue loss. Insurers may price policies at higher levels because they fear
underestimating adverse selection.
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- The long-run estimate of premiums also might not be reached if employers and
‘employees believe that the initial high level of premiums reflect the long-run
equilibrium premium.

- Mechanisms may need to be put into place to increase the likelihood that these
long-run targets are hit. Howaever, it has not been determined whether any such
mechanisms could achieve this goal.

The premiums were estimated based on benefits similar to the Blue Cross/Blue Shield.

Standard Option, 2 fee {or service plan with some managed care features. Allowing staff

model Health Maintenance Organizations (HMOs) may affect both premiums as well as
participation.

The estimates assume that families are able to pay for premiums on 2 current basis,
Some individuals may be able (o adjust their withholding to eliminate potential cash-flow
problems. Many other individuals may not be able to adjust withholding to accommodate
their premium payments. Without effective mechanisms to relieve cash-flow problzms,
participation is likely to be lower, perhaps even substantially lower than the current
estimates. Premium and tax credit estimates would also have to be adjusted, although
the direction of the adjustment has not been determined,

- Employer dropping 1s likely to result in increased Medicaid participation. The effect of

the proposal on Medicaid has not been included in the estimates.

Employer dropping could result in employees becoming uninsured. Several factors may
lead to this result. Employers that drop coverage may be slow to increase wages (0
compensale employees. Some employees, particularly low-wage employees, may
currently receive implicit cross-subsidies from other workers. If so, these low-wage
employees would be unlikely to receive wage increases when employers drop coverage.
Under both these situations, employees may not be able to afford health insurance, or
they may not value health insurance enough to purchase insurance for their children.
Other workers that receive wage increases as their employers drop coverage may decide
to allocate these wages to other family needs, with the result that their children become
uninsured,

- Although the estimates assume that almost all currently insured children remain
insured, there is a great deal of uncertainty in this area.

Because the subsidy is designed in the form of 4 tax credit, the subsidy is phased down
based on adjusted gross income (AGI). The Earned Income Tax Credit (EITC) income’

- cutoffs determine the beginning of the phase-down of the tax credit. The tax credit is

phased down to 10 percent at an AGI level in the neighborhood of the poverly level
targets. Due to rounding, the tax credit is phased down to the 10 percent level at slightly
different poverty level targets, depending on family size,
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®  Premiums were assumed to grow at the rate of per capita premiums under the 1997
budget assumptions. The AGI thresholds that determire the beginning of tax credit
phase-down were assumed to grow at the rate of inflation as reflected in the Consumer
Price Index (CPI)}, This 1s similar treatment to the EITC. The phase-down rate was
determined in the first year. As a result of maintaining this phase-down rate i future
years, the income level at which the 10 percent subsidy is reached increases over time.
These combined effects canse subsidies to grow slightly faster that the growth rate of per
capita premiums,

®  The current estimate assumes that there is no cap on the tax credit. For example under
the first option, the tax credit would be 80 percent of the premium regardless of the
premium. It has not been detcrmined how a cap on the tax credit amount would effect
the estimates. The uncertainty in premiums, especially during the first years of a
program, would have to be taken into consideration in designing a cap.

] The estimates are based on 1997 budget assumptions.

. Estimates are likely to change as delails become specified and as new information leads
“to improvements in modeling areas of great uncerainty, (including but not limited to
premiurns and employer dropping).



‘Health Insurance Subsidies for Children

(Net Revenue Loss _ |

Participation
S { Option 1 | Option 2 |

e | 80/10 | 50/10
Participation | |
linotTota) |
|[Employer Sponsored 1,670 525

. (63%) (54%
!Other Private* 375 220
I . (14%) (22%
!"_uninsured 815 235
o O (2B%) (4%
Total _ .2,660| " 880|
Costs: S
Average Premium $1.427 $1.86
Total Premiums - 3.8 billion; $1.8 billio

| Tax Credit $2.4 billien{ $0.7 billiory.

$2.1 billion

$0.7 biltion

“Includes self-employed, emplayer plans where
the employer does not contribuie, and olher

private heaith insurance.
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$0 - $20,000*

~ 1$20,000 - $30,000
$30,000 - $40,000
$40,000 - $50,000
$50,000 - $75,000

$75,000+
Total

Health Insurance Subsidies for Children

Participatibn

——— -{bﬁ‘.ﬁm.———

Option 1: 80110

Percent of

13%-

43%
21%
11%

6%

6%
100.00%

~ Option 2: 50/10 ]

Percent of

- (00D) T
201 21%

499 5%

126 13%

57 6%

42 4%

54 6%

979  100.00%

*Chitdren’eligible for Medicaid would not be eligible for a lax credit. Mast of the
children in the $0 - $20,000 bracket would be in the $10,000 -

$20,000 bracket. Some

children could be in the $0 - $10, DOO brackel because they wauld nol be eligible for
Medicaid the entire year
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November 26, 1996

' TO: Naney-Ann Min
Chris Jepnings
Glen Roselli
Meredith Miller
Mark Miller
FROM: Christy Schmnidt
SUBJECT:  Child Health Proposals

The attached papers deal with the child health proposals that will be discussed at tomorrow’s
10:00 AM meeling.

. ttachments
1. ' Enhance Child/Family Health Coverage and Services (an 0verview)

2. Fulfilling the Promise of Medicaid for Eligible Children and Workma Families Who
are Already Eligible for Medicaid

3. Grants to States to Support Innovative Partmerships to Insure Children

4. Expand Investment in School Health Programs to Serve the Health Needs of
Children and Adolescents ‘

S. - Partnership for Children and Working Families Through Targeted Funding for
Consohdated Health Centers (CHCS)
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ENHANCE CHILD/FAMILY HEALTH COVERAGE AND SERVICES

Today, 10 million--14 percent--of children are uninsured. Children may be uninsured because
their parents are unemployed, because their parents’ employers do not offer health insurance to
their children, or because their parents cannot afford to purchase health insurance for thcmselves

or.their children.

Many more children are-underinsured, with limited access to critical preventive and primary care
services. They may live in urban or rural areas that are underserved by private providers, or they
may lack the insurance and other resources necessary to access care.

~ To address the reasons why children may be uninsured requires a multi-dimensional approach:
increase insurance coverage through Medicaid, enhance partnerships with the states and private
_ sector to help provide insurance for children, and expand access to community based care.

[. Increasing Insurance Coverage

Work with states to continue to fulfill the promxse of Medicaid for children who are aiready
eligible under current law.

. Fulfill the promise of Medicaid for eligible children and working families who are
already eligible for Medicaid through administrative and legislative changes that expand
enrollment of Medicaid eligible children; provide states with incentives and options for
expanding Medicaid to working families; create new-optional eligibility categories for
individuals adversely affected by the new welfare law; and market Medicaid enrollment

to the public. Specific provisions include improve the eligibility process to ensure that
eligible children are enrolled; expand outreach; accelerate enrollment of children’s
poverty-related eligibility groups; create new optional eligibility categories for legal
immigrants and non-pregnant adults with families; establish a marketing campaign.

[I. Enhance Partnerships with States and the Private Sector to Help Insure Children
Provide grants to states to support innovative partnerships to insure children

. Numerous states have joined forces with insurers, providers, employers, schools,
' corporations and others to develop innovative ways 1o 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 number of
uninsured children who have access to such programs. States would be given wide
latitude in program design but would be required to assure the receipt of critical services
related to immunization, injury prevention, well-child care, and other related services to

reduce morbidity and mortality.
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TIL Expand Access to Community-Based Services
Enhance funding for communities through school-based or school-linked health centers.

. Expand funding for new school-based health centers. This initiative would provide
school age 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. Communities would have the
option of expanding services to the parents and siblings of the school’s students; would
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; and would be encouraged to develop billing systems to
collect third party payment and enable centers to participate in a community-wide health
care delivery system. -

. In addition this initiative would support school-linked health centers. School-based
health centers may not be the right choice for every community. School-linked health
centers can serve students from several schools in a particular catchment area and provide
continuity of care as students are promoted to the next school. School-linked health
centers provide services that might not be as comprehensive in scope as a school-based
health center, but can be targeted to specific community needs.

Create Partnerships for Chiidren and Working Families Through Targeted Funding for
Consolidated Health Centers (CHCs)

. 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. These funds would be directed to communities with high levels of
uninsured children, including EZ/EC communities. Funds would 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. This'
‘could include extended hours, locations, and range of services. In addition to increasing
their own capacity, CHCs would serve as a focal point for marshaling public and private
community resources directed at child health and, with their partners, taking steps to
mesh child health and related services into local mtegrated systems that serve chxldrcn

and their families.

Challenge the health care industry to work with communities to improve integration of
school-based and school-linked health centers and consolidated health centers mto a
- community’s health ecare delivery system. .

. Encourage managed care ofganizations and health insurers to work with communities 1o
develop health care delivery settings for children such as school-based/linked health

2
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centers. Managed care organizations could collaborate with community sponsors to
create funding mechanisms to develop and operate school-based/linked health centers,
and/or to designate school-based/linked health centers as a primary care delivery site.
Work with managed care organizations and health insurers to devise a range of
approaches for: (1) reimbursing school-based/linked health centers for the services they
provide; (2) developing model billing systems that support these approaches.



IMPACT OF INCREMENTAL NEW FEDERAL FUNDING FOR CHILD/FAMILY HEALTH COVERAGE AND SERVICES

Federal Challenge Grants--Children Insured'
Federal Children People (Children)
Funding Level Served--School | Served--
Preventive Services Preventive Services/ Comprehensive Based Healtl Consolidated
Primary Care Coverage' Centers ? Health Centers ?

$25 million 500,000 70,000 45&,000 125,000 250,000 (110,000)
£50 million 1,000,000 140,000 90,000 250,000 500,000 (220,000)
3100 million 2,000,000 | 280,000 180,000 500,000 1,000,000

\ (440,000)

Assumes 50 percent match from non-Federal sources.
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Covers costs of services received in SBHCs but not health care services received at other locations. Assume all costs borne
through Federal grant funds at start-up. Offsets from Medicaid reimbursement and other funding sources possible over time.

Comprehensive primary and preventive health services. Based on average Federal grant share of CHC funding of approximately
30 percent, with Medicaid and other sources accounting for balance. Approximately 44 % of CHC users are children through age 19.

Option includes hospitalization coverage.
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Fulfilling the Promise of Medicaid for Eligible Children and Working

Families Who Are Already Eligible for Medicaid

'I. Description:

The Goal of this proposal is to increase Medicaid enrollment of eligible children and
working families.

L Speciﬁc Provisions:

L

Expand enrollment of Medicaid eligible children.

Working with States, HCFA will use the opportunity of the new Welfare Reform
legislation to re-think the current rules and regulations related to Medicaid eligibility.
The Welfare Reform legislation essentially creates a Medicaid-only eligibility system for
low-income children and working families. While this eligibility system is based on the
AFDC eligibility rules in place on July 16, 1996, the new law allows States to focis on
simplifying and to some extent expanding eligibility using “less restrictive”
methodologies. HCFA will work with States to ensure that these new methodologies are
encouraged and adopted.

Expand c inigtrative

Develop Federal-state partmerships to improve outreach to enroll Medicaid eligible
children. HCFA will also work with others, such as the Public Health Services and its

grantees, and the Department of Education and local schools, to expand Medicaid

outreach to increase the enrollment of children who are already eligible for Medicaid but
who have not actually been enrolled. Qutreach efforts would be directed through schools
and other community service providers, as well as health care providers. Additional
Federal resources for implementation of expanded outreach would be considered.

-rela

Propose legislation for a State optidn to accelerate the phase-in of coverage (e.g. shorten
phase-in to cover two age cohorts within a given year instead of one) so that more

children would receive Medicaid coverage sooner. Legislation passed in the late 1930s ,
and early 1990s extends Medicaid coverage to all poverty-level children under age 19, on ;
a phase-in basis by F'Y 2002. Currently all children under the age of 14, below poverty,
are eligible for Medicaid. Each year, approximately 250,000 additional children receive
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Medicaid coverage thmugh this phase-in. Over the next four years 1 million more
children will become eligible for Medicaid. This option would increase the time frame for
enrollment by two years.

Provide states with incentives and options for expanding Medicaid to working families.
1115 Demonstration waivers (Legislation

Create a process for a “permanent extension” of statewide health care reform
demonstrations. This proposal would allow states to “convert” demonstrations to state

plan amendments.
-shaning ({.egislation

Permit states to impose cost-sharing (e.g., premiums) on expansion populations within
specific income brackets. The minimum level (floor) for this proposal would be 50
percent.

Create new optional eligibility categories for individuals adversely affected by new
welfare law:

SSI and Legal Immigrants; Create an optional eligibility group for Medicaid for these

who lose SSI cash assistance due to their immigration status. Some states are interested
in continuing Medicaid coverage to legal immigrants who will lose Medicaid due to the
welfare reform provisions, without having to use the current law optons.

Non-pregnant adylts with families; Create a new optional poverty-related category for

non-pregnant women with children. This population is at the greatest risk of IOSmg
Medicaid due to the severing of Medicaid and welfare ehglblhty rules.

Market Medicaid enrollment 10 the public

Encourage/ develop partnerships between states, provider groups and foundatwns to
develop public service announcements and appropriate print media to encourage children
and families to seek information about Medicaid eligibility, to enroll in Medicaid, and to

utilize appropriate services.

A “marketing campaign” would be particularly beneficial for informing families what
steps need to be taken to continue Medicaid coverage for children and work:ng fam111es
after implementation of the new welfare law. .
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IIL. Impact

The purpose of these proposals is to increase the number of eligible individuals ( and
potentially eligible individuals) enrolling in Medicaid and to expand Medicaid coverage
to working families without health insurance.

In FY 95, there were approximately 41 million people éligib]e for medical assistance,
however, only 36 million actually received services that fiscal year. Approximately 21
million children were eligible, and only 18 million received services.* There are a
variety of reasons why this “gap” between eligibility and receipt of services exists and
limited enrollment is one reason. The outreach proposal, federal grant proposal and
marketing proposal would address this “gap” between cligibility and enroliment.

The state incentive proposals would encourage states to expand Medicaid coverage to
low-income working families. Since 1993, HHS has approved 13 statewide health care
reform demonstrations. Many of these demonstrations involve an expansion of Medicaid
coverage to working families with near-poor income levels. Once all of these
demonstrations are implemented, an additional 2.2 million individuals will receive
Medicaid coverage due to the expansions.

. Administration and Congressional History on Issue
During the late 1980s and the eérly 1990s, congress passed legislation to expand .
Medicaid coverage to children and pregnant women. The phase-in of Medicaid coverage
for children below poverty born after Sept. 30, 1983 was part of this expansion.
Although 2.2 million additional individuals will receive Medicaid coverage due to the

statewide health care reform demonstrations, recent demonstration applications have
focused on enrollment in managed care and not on expanded coverage.

V. Tables and Attachments

None

HCFA 2082 data
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Grants to States to Support Innovative Partnerships to Insure Children

I DESCRIPTION

The purpose of this initiative is to assist States in assuring that children have access to primary
care, comprehensive health supervision and health promotion and disease prevention services
and, at a State’s option hospitalization coverage in a continuous manner. Through a new grant
program, States would receive matching funds to work with communities, parents, providers,
employers, and payers to implement cost-effective approaches to providing i insurance and
services for chﬂdren who are uninsured or intermittently insured.

‘Numerous states have joined forces with insurers, providers, employers, schools, corporations
and others to develop innovative ways to provide coverage to uninsured children. Development
of some of these innovative efforts has been supported by the Federal Government through the
Maiernal and Child Health Bureau of the Health Resources and Services Administration and the

- Health Care Financing Administration. This new proposal provides federal 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.

‘Despite expansions in Medicaid, significant numbers of children remain without any health
~ insurance. Others are covered only intermittently as their parents’ coverage by private insurance
. or Medicaid changes or are underinsured, lacking coverage for preventive or other services.

II. SPECIFIC PROVISIONS

The federal government would provide support to States to continue and expand innovative
programs to provide insurance for uninsured children. States would be given wide latitude in
program design, choosing whether their programs would provide insurance for preventive
services and medical supervision; preventive services, medical supervision and ambulatory care;
or more complete coverage including inpatient hospitalization insurance. The mix of participants
and funding arrangements would vary from State to State. However, all projects would share
the following characteristics:

. Encouraging the development of innovative and cost-effective approaches to provide
insurance coverage and related services for children, particularly for vulnerable children
and their families with limited access to quality health services. Initial efforts would
target currently uninsured children and children uninsured for preventive services.

. Encouraging a seamless system that provides continuous health care for children; without
regard 10 source of payment or enrolled health care plan for either the family or provider.
This would protect the link between child and health care provider regardless of changes
in family income, source of insurance or other change in child or family circumstances.

8
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This would be a logical next step for States which have expanded Medicaid coverage for
children through waivers and State only programs. All States would be encouraged to
reach out to uninsured families to help assure that eligible children are enrolled in
Medicaid and other families are aware of new insurance opportunities.

. Partnerships among community organizations, individuals, and agencies; Federal, State,
and local governments; professional organizations; HMO’s, managed care organizations,
and insurance plans; foundations; employers and corporate leaders; and families to share
their knowledge and expertise and commit the necessary resources for mutual problem
solving, easy access to services and fair and timely reimbursement.

* - Partnerships of pediatricians and other pediatric prnimary care health professionals and
professionals in health, education, social services, government. and business to build self- |
sustaining programs to assure healthy children and families. | |

. The Federal Government would work with States to extend waivers and other flexibility
to allow States to create innovative systems of health care for children.

. Projects would be tracked so that information would be available on topics such as the

number of children covered by these programs, rates of uninsurance among childrer: in
participating States, and trends in employer coverage of child preventive services etc. ‘

e Federal techmical assistance would be available to assist in areas such as estimating costs

of providing additional levels of expanded coverage; information about successful public
private partnerships in insurance coverage; data system design; and program evaluation. -

1. IMPACT

This proposal could be implemented in several ways, depending on the amount of Federal

" funding available. The options presented below are built on the following estimates of the costs

. program options discussed below, Federal support would be matched on a dollar for dollar basis

The number of children receiving coverage under grants from this proposal would deperid on the

of providing children. The cost of providing insurance for those preventive services
recommended by the American Academy of Pediatrics is approximately $8 per child per month;
for primary care and preventiveé services, based on the Blue Cross/Blue Shield standard option
without hospitalization, is approximately $56 per child per month; when hospitalization coverage
is added the cost is $90 per child per month. Additional funds would be needed to support
collaboration building, data systems, administrative overhead and evaluation. In the grant

by States through their choice of a mix of public, corporate and/or private contributions.

extent of insurance coverage a State selects. . . ;
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‘Option] - No new funding

Federal actions would be limited to publicizing successful State efforts, convening groups of
interested parties, providing information on the impact of State programs, providing technical
assistance to the States and encouraging use of Federal funds from existing programs, such as
the Matemal and Child Health Block grant, for this purpose.

Option 2 Pilot Program

- Grants would be awarded on a competitive basis to 5 to 10 States to implement activities on a
“demonstration basis, with the possibility of expanding the program to remaining States in the
- future. Among criteria for selection would be factors such as need, as measured by rates of
uninsurance among children, the extent to which proposed activities complement State Medicaid
~ policies, support from State and private sector sources, innovative features, and diversity among
_ the size of States selected and models tested. '

Option 3 ‘National Program
Grant funds would be available to all States which mieet basic program criteria.

The following table illustrates approximate numbers of children who could receive insurance
- coverage of vanious types under this proposal at different funding levels, with an assumed 50

percent match rate.

Total Federal Grant | Insurance for Insurance for Comprehensive

Support | Preventive Services - | Preventive Services | Insurance Coverage
: Only _ and Ambulatory Care

$25 million 500,000 70,000 45,000

$50 million 1,000,000 140,000 90,000

$100 million 2,000,000 | 280,000 | 180,000

Assuring the receipt of critical services related to immunization, injury prevention, well child -
- care, primary care and other medical services will not only reduce morbidity and mortality and
save significant costs associated with these conditions but will enhance child and family well-

~ being.

10 | ,
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IV ADMINISTRATION HISTORY

Expanding insurance and other health coverage for children has been a theme of the Clinton
_-Administration. Several States, such as Hawaii and Rhode Island, have used 1115 waivers to
_restructure their Medicaid programs to expand coverage for children. This initiative provides a

- stepping stone for States who are seeking new ways of extending health insurance to the
‘uninsured. This initiative differs from previous efforts by its strong emphasis on drawing into
'~ expansion efforts participation and resources from all concerned parties, public and private
‘payers, providers, State and community leaders, and families .

11
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Expand Investment in School Health Programs to Serve .
the Health Nceds of Children and Adolescents

L DESCRIPTION -

Students often experience compromised access to health care services because of the combined
barriers of poverty, a lack of health insurance and, in some areas, a lack of primary care
- providers.

To address this problem, school health programs provide preventive, medical and mental health
. services to clementary, middle and high school students around the country. They currently
operate in many states, with the majority in rural and inner city communities where there are

" many medically underserved and uninsured children.

School health programs provide a wide range of services depending upon the needs of the
communities, including primary care, physical examinations, injury treatment, immunizations,
- dental treatment, counseling, chronic illness management, substance abuse prevention, and

- health education.

- L SPECIFIC PROVISIONS

. Expand the Healthy Schools/Healthy Communities initiative to improve the health of
children in a schogl setting. Through this Health Resources and Services Administration
program sponsored by the Bureau of Primary Health Care in collaboration with the
‘Matemal and Child Health Bureau, school-based primary health care sites have been
developed in 26 communities to provide services for 24,000 children who are at risk for
poor health, school failure, homelessness and other consequences of poverty. The
program has been funded at $16.8 million over a three year period. New funds would be
targeted to organizations to establish new school-based health centers in communities .
with high rates of uninsurance. Current sites link to both Healthy Start and Head Start
sites. SBHCs funded under the new initiative would: -

> serve children of all ages from pre-kindergarten through grade twelve

> have the option of expanding services to the parents and siblings of the school’s
- students; '

> link 1o other appropriate programs, mcludmg Healthy Start, Head Start, and

community schools.

> provide comprehensive primary care services including diagnosis and treatment of
acute and chronic conditions, preventive health services, mental health services,

12
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health education and preventive dental care as well as linkage to other health care
services and after-hours medical care;

> provide reproductive health services at the option of the community; and

> develop billing systems to cnable center to participate in a community-wide health
care delivery system.

Expand the Healthy Schools/Healthy. Communities initiative to support school-linked
health centers. SBHCs may not be the right choice for every community. School-linked
health centers can serve students from several schools in a particular catchment area.
They also can provide continuity of care as students are promoted to the next school.
Such centers provide an opportunity to target out of school youth and aid them in
accessing health, psychosocial and other services. The location off school grounds allows
greater flexibility for extending operating hours or operating during school vacations and
the summer months. School-linked health centers can more easily avoid the controversy
in some communities associated with the delivery of particular services, such as family
planning or reproductive health services, on the school site.

Expand funding for Consolidated Health Centers (CHCs) to work with communities to
develop school-based or school-linked health programs. Recognizing the benefits of
interactions between education and health efforts, many communities have established
links between schools serving low-income children and CHCs to provide comprehensive
health services to underserved children. Approximately 250 CHCs have developed
school-based or school-linked health programs: approximately 75 school-based programs
and about 175 school-linked programs. - ,

Encourage states to expand fiunding for school health programs through the Title V
Maternal and Child Health (M(CH) Block Grant. In 1994, 25 states invested $12
million in MCH block grant dollars and $22.3 million in state general funds for school
health programs. Further funding targeted to the development of school-based/linked
health programs would directly benefit many of the children who lack adequate health
insurance coverage or access to health care services.

Encourage managed care organizations to work with communities to develop and
implement school health programs. Managed care providers in several states authorize
SBHCs to provide health care services, then bill Medicaid directly. Managed care
organizations may collaborate with community sponsors to create funding mechanisms in
order to develop and operate SBHC organizations that designate the SBHC as me primary
care clinic for school-aged children and their families.

Work with maﬂaged care organizations and fee-for-service health insurers to devise a
range of approaches for reimbursing school health programs for the services they provide
and develop model billing systems that support these approaches.

13
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In order to assure integration of school health programs into the broader health care
delivery system, the Department will provide technical assistance to help school health

. programs create effective linkages to Medicaid, managed care organizations, other

insurers and private sector providers. The Department can:

> identify steps the Department can take to facilitate Medicaid reimbursement for
" health services delivered in school health programs;

> use the Medicaid Maternal and Child Health Technical Advisory Group to

improve communication between state Medicaid Directors and Maternal and
Child Health Directors on incorporating school health programs into Medicaid
managed care and other payment arrangements;

> use the 1115 waijver authority in Medicaid to encourage states to mandate
Medicaid managed care providers to reimburse school health programs for
services delivered;

» distribute guidance to communities forming school health programs on becoming
Medicaid providers and establishing linkages with health insurance and managed
care organizations to devise a system of reimbursement for health services
provided to students;

> encoumge state Medicaid programs to provide out stationed elxgxblhty workers to
schocls with health programs;
> encourage States and communities to develop linkages with private sector

providers of care to supplement services provided in school clinics;

> expand State Level Partnerships for School Mental Health Services and Centers
for School Mental Health Technical Assistance and Training now supported by
. the Maternal and Child Health Bureau and encourage other efforts which seek to
promote stronger linkages between schools and mental health and substance abuse
service providers in both the public and private sector.

Use the Special Projects of Regional and National Significance (SPRANS) Maternal
and Children Health Block Grant set-aside to encourage states to conduct demonstrations
o develop effective models which build the relationship between managed care
organizations (including Medicaid managed care providers) and schools to ensure access
to health care services for children and adolescents and to promote training and staff
development for health professionals engaged in school health activities.

14
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I IMPACT

The following chart presents total costs, numbers of clinics and numbers of students served
which would result from increments of new funding. For purposes of this chart, all funding is
assumed to-come from grant support, although over time costs will be partially offset by
Medicaid reimbursement. These estimates are based on data from the HRSA Healthy

" Schools/Healthy Communities Program and “School-Based Health Centers” by the National
Conference of State Legislatures.

Federal Support for School Number of Clinics Number of Students
Health Clinics ($200,000/clinic) ($200/srudent)

$25 million 125 125,000

$50 million 250 250,000

$100 million 500 | 500,000

IV. ADMINISTRATION HISTORY

_ This proposal builds on the Administration’s support for efforts to expand the availability of

~ health services for children through focused use of existing programs, including Medicaid, the
Maternal and Child Health Block Grant, the Consolidated Health Center program and e a‘thy
SchoolsfHealthy Communities, a program implemented during this Administration.

15
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Partnerships for Children and Working Families through
Targeted Funding for Consolidated Health Centers (CHCs)

‘1. DESCRIPTION

- Federally funded CHCs provide comprehensive health care to 8.1 million people, the
overwhelming majority of whom are low income and 44 percent of whom are children through
age 19. Because CHCs must serve medically underserved areas and populations, they are
located in communities where people lack access to health care and where much of the
population lacks health insurance. Federal grant funds make up approximately 30 percent of
CHC revenues and are used in large measure to subsidize care for the uninsured. Other sources
of funding include Medicaid, Medicare, patient fees, and State, local and other sources. This

- proposal would target increased CHC funding to areas where there are high levels of uninsurance

- among children.
- ILL SPECIFIC PROVISIONS

* Provide increased targeted funding for CHCs to ennance and expand services to working farnilies
and their children, including children enrolled in day care, Head Start programs and schools.
These funds would be directed to communities with high levels of uninsured children, including

EZ/EC communities.

Funds would be used to increase CHCs’ capacity 1o serve uninsured children and their families
and to better meet the needs of those in their community whose insurance coverage is fragmented
or incomplete. This could include extended hours, more locations, including schools, and

expanded range of. services provided.

In addition to increasing their own capacity, CHCs would marshall community resources
directed 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 well. CHCs would
receive targeted funds to form “Partnerships for Children and Working Families” by linking up
with other community organizations, such as:

~-manéged care organizations to create stronger linkages to community based
providers;

--community hospitals and academic health centers who are serving the targeted-
population and can provide stronger vertical integration of services;

--public health departments to assure that targeted populations receive appropriate
service; ‘

--local providers, schools, and other service providers to assure mtegranon of all [
community service organizations; and

16
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--local philanthropic organizations which may result from a shift in health care delivery
systems from non-profit organizations to for-profit entities. This transition often
establishes a foundation poised to serve the needs of disadvantaged populations.

~ Existing and new CHCs would work closely with State Maternal and Child Health programs and

other community providers to identify special needs of children and working families in their -

- communities and tailor services to the needs of local populations. Special emphasis would be
‘placed on enabling services, such as transportation, linkages with schools and social service

- programs, such as WIC. Creative collaboration would be encouraged. For example, taxi

" companies could be encouraged to provide discounted fares to medical appointments.

"TIL  IMPACT

"By increasing Federal funding for CHCs, their capacity to serve the uninsured--children and their
~ families--is expanded. The average Federal grant cost per CHC user is about $100, an additional
investment of $100 million in grants to THCs would expand their service capacity by 1,000,000,
~ assuming “average” clientele and funding streams. Nationally approximately 44 percent of CHC

-~ users are children through age 19. Because funds would be targeted to geographic areas or

- population groups where levels of uninsurance among children are particularly high and/or
growing, the actual increase in numbers served would depend on rates of uninsurance in the sites
- selected and could be somewhat smaller.

@oi9/019

‘  Federal Grant Suprort for CHCs - People Served--All Children Served
Ages
; -
| $25 million 250,000 110,000
| $50 million 500,000 220,000
$100 million 1,000,000 440,000

" IV. ADMINISTRATION AND CONGRESSIONAL HISTORY ON ISSUE

' The Fiscal Year 1997 appropriation for CHCs is $802 million. In its preliminary submission to

i OMB for FY 1998, the Department requested $817 million for CHCs, which includes plans for
50 new delivery sites. CHCs were recently reauthorized by Congress with broad bipartisan

". support.

17
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Introduction

Children’;s health insurance coverage comes from a patchwérk of private and public
sources that left as many as 10 million children without healtl;n insurance in 1994." As evidence
begins to mount 1hat having insurance affects not only children’s access to medical care but also
health outcomes QSuch as child mortalityz, it becomes increasingly important that we consider the
efﬁciéhcy and féésibility of vario;xs policies to reduce the number of children without coverage.

" There are{ several reasons why the role of employer-sponsored health insurgmcevbin |
providing childrén’s coverage deserves special attention: first, it is the llargést source of their
coverage, coverihg about 60% of all children in 1993. Second, fhere is some evide;xce that
employer.c_over;ge has eroded in recent years; Newacheck et al. report that rates of employer
coveragé for chiidren dgcreased by 4.5 percentage poiﬁts from 1988 to 1992°, Finally,~neither »
comprehénsive céverage mandates (discussion of whic‘h effectively died with the Clinton plan)
nor expahsions éf Medicaid beyond those maﬁdated in the late 1980s appeai's likely in the near
- future, so that p(:)liéies focused on expanding the current system of voluntary employer coverage
deserve spécial z;ttention. Given the political interést in incremental épproaches, such as tlu1e‘

i .

recent “Health Insurance Reform Act of 1995”, it makes sense for those concerned about

' “Sources of he_alltl:l insurance and characteristics of the uninsured: Analysis of the Maréh 1995 Current Population
Sufvey,” Employet;1 Benefits Research Institute Issue Bf_ief Number 170, February 1996.

2 Currie J, Gruber J Health insurance eligibility, utilization of medical care, and child health. Qumfterly Journal of
‘Economics. May 1‘996:43 1-466. |

i .

* Newacheck P. Children and health insurance: an overview of recent trends. Health Affairs, Spring 1995, 245-254




uninsured children to consider the potential of incremental employment-based reforms to affect

children’s health insurance coverage.

Methods

We analyzed data on children’s health insurance status ﬁom a 1993 household survey
sponsored by the Robert Wood Johnson Foundation in ten states: Colorado, Florida, Minnesota,
New Mexico, New York, North Dakota; Oklahoma, Oregon, Vermont, and ‘Washingtbn. The
survey includéd 21,091 households in these ten states; the subsample we énalyzed consists of |
24,216 children living in 12,140 families. Children were defined as persons age 18 or younger.
Aggregate estimates of health insurance coverage were weighted to represent the total population
of these children in the ten states include(i in the survey.

We first perfdrmed a tabular analysis of health insurance coverage rates for all children
by race, age, siate.of resideﬁce, employmeﬁt characteristics of adqlts in the family, family
income, and family s@ctm. We then used multivariate linear regfessiqn analyées to control for
the factors that might confbund thé effect of a single‘explanétory variable.‘ Three séparate
regfessions were estimated'\&ith thé dependent variablé equal to oné if the child had employer;
sponsoréd insurance, Medicaid, or no insilrance, respectively. Independeﬁ_f variables included

‘the child’s age, sex, race, family incomé per family member, the highest grade of education
attained by anyone in the family, whether the family had only a female head or only a male head,
whether at least one family head had a job, whether at least one family head was offered
emplo)*er-sponsorc;d insurance, and state of residencé. -Standard errors were estimated usinga -

Huber correction for heteroscedasticity. We then repeated both the tabular and the multivariate



analyses for the éubset of children who were in families where at least one family head was
eligible for empl!(I')yer-sponsored insuranée; we‘inclluded the industry of employment of the
primary working adult in the family as an additional indepehdent variable in these analyses. We
also estimated aljl" multivariate analyses using probit models, which yielded very similar results to
those from the li;xear regression and are therefore not reported here, but are available upon
request. '
Results A :
Health insuranée coverage of all children

The primiary source of children’s coverage was employer-sponsored group health
insurance, which covered 59.4% of all children (table 1). Rates of employer coverage generally
increased with féimily income: only 1;4'.5% of children in families wifh incomes below poveity
had employer cc;yerage, compared to 82.8% of children in families with incomes'greater than
400% of poven;{. Whites had the higher rates of employer coverage than did Black, Native
American or Asian.children. Children in families with more than one full-fime worker had
higher rates of é;nployer coverage (8 1.4%) than ciiildren in families without a worker (1 1.7%).

'

(Children may Bfe covered by employer-sponsored polfcies of adults living outside the family.)
There was signihcant variation in rates of eml;loyer coverage by state, ranging from 45.3% in
Oklahoma to 76;3% in Minnesota.

The next largest source of coverage for children was Medicaid, which covers 17.0% of all

.children. Variation in Medicaid coverage mirrored the variation in rates of private coverage.

Rates of Medicaid coverage decreased as incomie increased: Medicaid covered 58.9% of all poor

1




children, 14.4% of all chﬂdrcn in fam‘ilies with incomes between IOQ and 200% of péverty, and
le_ss than 5% of all wealthier children. Children in families without a worker were most likelyvto |
have Medicaid (69.8%), those in families with moré than one full-time worker the least likely
(1.8%.) Since eligibility requirements for Medicaid beyond the Federavill.y'mandated minimum
are deterrhined at the state level, it is not surﬁrising that there was substantial variation across the
ten states in rates of Medicaid coverage, from 11.6% in Oregon to 20.6% in New York.

Almostlone-ﬁﬁh_(l'i.z%) of all childre_n_had no health iﬁsurance. Those most likely to be
uninsured were children just abové the poverty level, 28.8% of whom were uninsured; Asian |
children (35.6%); children in families with only a male head (31.7%), and children in families
w1th only a pé.rt-time worker (31.2%.) Those least likely to be unins‘u.red wefe children in
families with income greater than 400% of the poverty level (6.0%); Native American/Alaskan
children (12.6%)‘; and children in families with more than one full-time worker (11.1%). These
patterns of non-covérage reflect thé piecemeal nature bf children’s insuian_ce: while employer-
si:onsore_d coverége was the rule among high-income children in families with full-time workers,
aﬁd Medicgid covered poor ghildren in families without a workc;,r, near-poor children and those
who live in families with part-time workers were most likeiy to be unihsured.

Thf; multivariaie ari;ilysis, presented in table 2, confirmed the rcéults of the descriptive
Aanalysis: children in families ﬁth higher family income, more highly educated family heads, or a
family head offered employer—sponsored health insurance were all more likely to have employer-
coverage, less likely to have Medicaid, and lessA likely to bg uninsured. Age, race and State. of
residence were all significant determinants of childrén’s insurance coverage as well; the

magnitudes of significant effects were the followihg: '



e An adc}itionai $10,000 éf family income per family member increased the Iv)rol";ability'of
employer coyeragé by about 2 percentage points, decreased the probability of Medicaid
oo§efage by 2 percentage points, and decreased the probability of being uninsured by 1
percentage points.

e Each additio;lal year of age increased the child’s probability of employer coverage by about 1
ﬁércentage ﬁéints and reduced the probability of Medicaid coverage by about 2 percentage
ﬁbints;. the p’fobability of being uninsured increased by about 1 percentage points. -

e Compared to: whites, the probability of employer coverage was 7 percentage pbints ‘lower for
Blacks, 6 poﬁints lower for Native Americans/Alaskans, aﬁd 5 points lower for Asians. The
probability (;f Medicaid coverage was 9 percentage points higher for blacks than whites;
héwevcr, f6£ Native Americans and Asians the probability of Medicaid coverage was not' -
signiﬁcantlyg different than for whites. Overall, the probability of being uninsured was about
the same foiiBlacks and whites. The proﬁability of being uninsured was 10 percentage points
lower for sz‘itive American than for wh";te children (mostly due to public coverage through
the Indian Hcalth Services, which éccouht's for the large difference iﬁ rates of Medicaid and
all public cc}%ferage for this groﬁp). Asian children were 6 percentage i)oints more likely than
whﬁtes to bé uninsured.

e Hispanics were 3 percentage points less likely than non-Hispanics to have employer.

coverage; tl}‘ey were 4 points more likely to have Medicaid, and 2 points more likely to be

i

uninsured. |




e Children in a family with only one head were significantly less likely than children in two-
head families to have employer coverage; for families with a femak; head only the difference
was 5 percentage point§ and for male head or'lly« families it was 6 percentage points; Children
in female-headed families were far more likely (19 percentage points) than children in two-
head families to havé Medicaid coverage; in mélé—headed families the diff'erence was
significant but not as large (5 ;Sercentage points). The net effect was quiteAdifferent for the
two types of single-headed families: children in femalé-headed fémilies were 8 percentage
points less likely, and those in méle-»headed families were ‘a‘bout 5 p@ints more likely, to bé
uninsured than were children in twofhead families.

e The effect on insurance status of having a family member who worked depended heavily on
whether or not 'fhat family‘member was offered‘l.l_ealth insurance oh the job. Childrgn iﬂ
fan;il‘ies w1th a worker who was not offered health insurance were 5 percentage points less
likely than those in a family without any worker to have employer coverage; they were 24
points less likely to have Medicaid, and 21' percentage points more likely to be uninsured.
Children in families with a worker who was offered health insurance were 37 points more
likely than children in families without a worker to have employer coverage, 38 points less -
likely to have Médicaid, and 4 points more likely to be uninsured.

e Variations by siate were jointly significant.

e Sex of the child was not a significant determinant of insurance coverage.

Children and employer-sponsored health insurance



The impox};ance of having a family meﬁber whp was offered employer-sponsored healt_h
insurance in deteénihing whether.or not a child had group coverage 'sﬁggests that exéanding tﬁe
avail.ab‘ili‘ty of efriployer—sbonsored health iflsurance r;lay help reduce the nqmber of uninsured
children. In ordé_; to know how many children might be affected by such a measure, we need to
. know how rﬁany jtininéured children live in families with workers. Table 3 presents the
distribution of uninsured children in 1993 by demographic and family characteristics. ‘Most
unins&?é:d childrejrfx (86.2%) were incieed in a family w1th a worker; most of those (71.6% of the
total) @ere ina féﬁiily with at least one full-time worker. |

Many of {hese children, however, may alréady have been eligiblle for employer-sponsored
health insurance:?more than one-third (35.6%) of all uninsured cﬁildren were in families where
one of the family; heads is eligible for employe#—sponsored insurance. And 9.4% of children in
families with a head eligible for erﬁployer-sponsored insurance remained uninsured. These fac;ts
highlight the dist}nction between insurance eligibility and insurance coverage. Private health
insurance require;s enrollment well in advance of an advcfSe health event, in order for the medical
 bills associated v;nth Athe event to be coyered by the plan; AMost‘employer-sponsored plans have a
waitiné‘ period bcie:fore medical bills will be paid, and/or‘ limited periods during which it is
possibiia to enroli; such as the end or beginning of the calendar year. Employer-sponsored
insurance typicaliiy also requires a premium contribution from the employee. As employee costs:
increase, employ;ei:es may be less likely to enroll, increasing the number of eligible enrollees
without coveragfi::. Therefore an important component of efforts to reduce the number of

uninsured children by expanding the availability of employer-sponsored insurance must be

ensuring that children are actually enrolled in coverage when it is available to them.



Sources of health insurance for childreh who were eligible for employer-sponsored
insurance

In orde;' to see how fami}y c:haracteﬁsticsj affect enrollment rates, fable 4 presents the
results of an analysis of sources of child;en’s heahh insurance coverage similar to that presented
in table 1, but with the sample restricted to children in families where one or both family heads
reported that they were eligible for employer-sponsorea insuranqe. This group is pot exactly the :
same as the poéulation of children eligible for emplo&ebsponsored health insurance for the
following reasons. first, not all policies offered by employers include the optiop to purch‘ase
family coverage, although most do: our tébulations of the Apf_il 1993 Current Population Survey
Supplement on Employee Bveneﬁts suggest that at least 9§% of all workers offered health
insurance are offe:ed the option of ﬁurchaéing family coverage. Second, not all children in.the .
sample‘were; the children of family heads and therefore nﬁght not be 'eligil')le fbf coverage as
dej)endents under the terms of the employer-sponsored insurance policy. Third, children.may‘
have béen eligible for coverage as the dependents of out-of-household adults who We're not
included in the survey. The first and second reasons will lead to an overcount of the popuiation
of eligible children, the third will lead to an undercount. If these errors are small, however, the
rate of coverage by employer group insurance for these children (column 2 of table 4) may be
regarded as the “enrollment rate” for employer coverage.

Overall, the enrollment rate was 84.2%, but this rate varied by family characteﬁstics.
Most noticeably, enrollment rates incfeased with family income, from 48.1% for children in -

families with income below the poverty level, to 94.1% of children in families with income



greater) than 400‘%; of poverty. Enrollment rafes also varied by state (from 73.4% in Okléhoma to
91.4% in Minnesfota) and by ihdustry of family head’s employment, with children of govemmént
employees havinfg’ the lowest enrollment rate (73.0%) and children of those employed in the
financial, insurance and real estate indusfry the high’eét (94.0%).

Some chiidren who were eligible for employer-sponso'red insurance reported Medicaid
coverage (4.2%);?. The option of Medicaid coverage complicates our analysis of enrolllment‘rates
because it may rr;ake sense for parents not to enroll their children in private coverage if public -
covétége througﬁ Medicaid is available: Medicaid is typically free, whereas emplpyer-sponsoréd
insurance may reiquir_c. a substantial premium contribution for family Ebverage. The issue of dual
eligibility has pr(;)fmptgd a debate about whether recent expansions of Medicaid eligibility has
resulted in a net i'ncrease in rates of children’s insurance coverage, or has simply resulted in the

4567 It is clear that we cannot simply infer from

substitution of public for private coverage.
enrollment rates less than 100% that children must be femaining uninsured as a result, since

some of them 'fnay be covered by Medicaid. Instead we rely on the presence of a substantial |

b

* Cutler D, . Gruber J. Does public insurance crowd out private insurance? Quarterly Journal of Economics, May

1996,391-430.

% Shore-Sheppard, L Stemmi‘ng the tide? The effeét of éxpanding Medicaid eligibility on health insurance coverage.
Princeton Industriall,Relalltions Section working paper #361, April 1996.

¢ Dubay L, Kenney G ﬁe effects of Medicaid expansions on insurance coverage of children. The Future of
Children, Spring 1996, 152-161.

’ Cente( for Studyin;:g Health Systems Change. Medicaid eligibility policy and the crowding-out effect. Issue Brief

#3, October 1996.
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fraction of childrép in this group (9.8%) who report being uninsured as evidence that some
* children who are eligible for p;ivate coverage remain uninsured.

This measure is imperfect, however, because children who report being uﬁinsured may in
fact be eligible for but not enrolled in Medicaid. Why would Medicaid-eligible,children without
private health insurance not empll in Medicaid? Their fami.lie(svméy be unaware of the program
or unaware of their eligibility for it; they may not enroll because of stigina; or thgy may ;mt
enroll because they know that they would be covered in the event that the child required medical
 care. (Medicaid coverage is effective re_troactively th;ee months prior to the date of en;ollment;)
" Froma purely economic perspect_ive, these qhildren are “insured” by the program in the sense

that their families are no.t at ﬁsk of large financial losses due to medical expense; from a more
practical perspective, howe\"er, these chiidren are likely to experience; significant nqnﬁnahcial |
obstacles, or to perceive financial bérriers Gf théy are unaware of the program) that maj pfevcnt
their gettiﬂg necessafy medical care. For this reason, and because it seems unlikely that all
children who report being uninsured are in fact Medicaid eligible, we remain concerned that
some children who are eligible for employer-sponsored insuranc¢ are remaining uninsured, and
proceed with our analysis on that assumption.

Table 5 presents the results of our multivariate analyéis of enfollm_ent rates for this group
of children. We interepet the céef‘ficienis’ in the first column (the regression with employer
coverage=1 as the dependent variable) as the effect of the independent v&iables on enroilment

| rates. We ﬁnd that: | |
* An additional $10,000 of income per family member increased the enrollmenf rate by 4

percentage points.
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e Each year of a child’s age increased the enro.llment raté by about 1 percentage poi‘nt;

e Black childréh’s enrollment rate was 9 percentage points lower than the rate for white
, children.‘ Rati.es for Native Americans were i3 points lower, and for Asiaxis were 6 points
- lower, than fér whites.

e Hispanic chiliiren had an enrollment rate that was 5 percentage points lower than that of non-
Hispanic chlldren

e Each year of ?éducaﬁon attained by the most highlyveducated family member increased the
enrollment ra{%:e for children by 4 percentage points.

e Children in f_gmale-headed families had enfollment ;ates that were 10 percenteige points
lower, and th;)se ixi male-headed families haci enrollment ratés tliat were 8 points lowér, than
did children m families with two heads. |

o State variablés explained a significant amount of vﬁriation in enrollment rates.

e The industry m which the family’s primary worker was employed also explaiined a significant

- amount of variation in enrollment rates.

- Comment

A The most% important conclusion to eme;ge from this» anaiysis is that efforts to reduce the
number of uniiis&red children by expanding eligibility for employer-sponsored coverage must
consider the likeiy rates of enrollment into thcise programs. The fact that enrollment rates are
below 100% will‘vdilute the effect of any policy that aims to expand coverage by inéreasing |
eligibility. While:i.the potentiai for making currently uninsureci children eligible for employer-

sponsored coverage is very good (only 16.2% of all uninsured children are in a family without

11



any worker), even in homes with a worker who is currently eligible for insurance, nine percent of
children remain uninsured. Voluntary empioyment-based reform is an unpromising .vehicle for
énsuring that all children are covered by health insurance. Policymakers must keep in mind the
distinction between eligibility and coverage in identifying goals for public intervention and in

: i
choosing the policies that will best achieve them.
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Table 1

Health insurance coverage rates:

All children

Total

Race
White
 Black
Native American/Alaskan
Asian B

Age

0-6 3
712k
13-18 '

Family income
<100% of poverty
100-200%
200-300%
300-400% §
400%+ i

Family structure
Two family heads
Female family head only
Male family head only

Work status of adults in family

No worker ,
Part-time worker. only
One full-time worker
>1 full-time worker

‘Work/insurance offering status of adults in family

No worker

Part time worker in firm that does not offer insurance
Full-time worker in firm that does not offer insurance
Worker in firm that offers insurance but worker is

ineligible

Worker in firm that offers insurance but worker is

ineligible or declines

Worker in firm that offers insurance but worker declines
Worker covered by employer-sponsored insurance

13

Fraction of children covered by:

Employer No health
group Medicaid . insurance
59.4% 17.0% 17.2%
63.5 13.1 16.5
42.0 39.8 18.0
404 25.8 12.6
49.2 10.1 356 .
53.7 254 15.6
61.7 13.8 17.8
64.2 9.8 18.5
145 58.9 246
48.6 14.4 28.8
74.8 45 154
84.8 1.7 8.2
82.8 1.4 6.0
69.5 6.2 16.4
335 47.6 16.9
43.0 17.7 31.7
117 69.8 16.2
32.0 217 312
67.0 7.6 18.0
814 1.8 11.1
11.7 69.8 16.2
19.7 30.2 36.4
11.8 15.0 444
9.6 27.8 55.6
16.0 204 28.5
20.7 17.1 454
88.2 33 7.5



. Tablel

Health insurance coverage rates:

All children

Fraction of children covered by:

Employer , No health
group Medicaid insurance
Total 59.4% 17.0% 17.2%
State
Cco 63.0 12.7 17.8
FL 52.0 15.2 26.5
MN 69.3 15.3 9.0
NM 47.7 17.6 242
NY 62.0 20.6 12.8
ND 59.8 12.7 133"
OK 453 19.2 22.0
OR 65.1 11.6 174
VT 65.0 19.7 7.7
WA 64.4 15.2 14.4
Sample n 24,216
Weighted n ~15.1 million -

14



Table 2

Children’s health insurance: all children
Linear regression (Huber standard errors)

Dependent variable=1 if child has:

~ No health

Employer

Independent variables: coverage Medicaid insurance
Age 0071 7 -0208 " 0100
(.0004) (.0005) (.0005)
Female Co 0053 0098 ° -0061
(.0047) (.0053) (.0050)
Black ] -0720 0898 -.0088
! (.0081) (.0102) (.0093)
Native American/Alaskan _0636 -0126 -0973
: (.0090) (011hH (.0094)
~ Asian -0514 "7 -.0155 0587
(.0179) (.0208) (.0208)
Hispanic -0292 " 0439 " 0227
(.0069) (.0083) (.0081)
Family income fuer family member 0247 i -0237 ™ -.0087
($10,000) (.0010) (.0065) (.0020)
Highest grade a&amed by anyone in 0247 ™" -0171 7 -0120
family (.0010) (.0012) 001D

.

Female family head only -0478 " 1899 7 -.0854
’ (.0059) (.0071) (.0064)
Male family he@d only -0585 7 0463 0452
; (.0109) (.0130) (.0131)
At least one family head works -0520 " -2357 7 2107
K (.,0055)’ (.0082) (.0076)
At least one family head is offered 3743 ™ -3762 " 0417
employer-sponsored insurance - (.0068) (.0081) (.0070)
co' , -0853 0831 0308
v (.0115) (.0128) .0127)

(444



, » Table 2 .
Children’s health insurance: all children
Linear regression (Huber standard errors)

Dependent variable=1 if child has:

Employer l No health
Independent variables: coverage Medicaid insurance
FL -0751 " 0876 0068
(.0105) (0122) (.0120)

- MN 0228 -0440 -.0640
(0114) (0121) (.0117)

NM -0778 " 20651 o.0253 7
~ ~(.0103) (.0120) (0119)
ND -1106 Jdo41 ™ -.0143
(0119) (0132) (0123)

oK -1106 7 0193 .0698
(.0110) (.0126) (.0128)

OR -0134 0188 0321
(0121) (.0131) (0131)

VT -0740 " 1793 " o -1350
(.0116) -(.0131) (0113)

WA 0621 1255 0326 "
(.0110) (.0123) (.0119)

Intercept -1584 " 9270 " 2552
(.0167) (.0195) (.0187)
Number of observations 24216 24216 24,216

F statistic on state variables 34.20 56.92 6338
R’ 3397 3195 .1069

Explanatory notes:

Results are presented as: coefficient

(standard error)

'The omitted state category is NY.

*The null hypothesis that the coefficient is equal to zero is rejected at the i% (***), 5% (**) or 10% (*) level.
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Table 3

Demographic charactenstlcs of all children, uninsured children, and children in a family where a family head is eligible

for employer-—sponsored health insurance

i

’i‘otal population
Sample size

Race
White
Black
Native Amencaanlaskan
Asian

Age v
0-6 ’
7-12
13-18

Family income
<100% of poverty
100-200%
200-300%
300-400%
400%+

B

Family structure |
Two family heads
Female family head only
Male family head only

Work status of adults in family
No worker
Part-time worker,only
One full-time worker -
>1 full-time worker

Work/insurance off:ering status of adults in family
No worker
Part time worker in firm that does not offer insurance
Full-time worker in firm that does not offer insurance
Worker in firm that offers insurance but worker is
ineligible
Worker in firm that offers insurance but wcrker is
ineligible or declines

Worker in firm that offers insurance but worker declines

Worker covered by employer-sponsored insurance
i

17

Children in families

with a head eligible Uninsured
Allchildren for health insurance’ children
15.1 million '9.0 million 2.6 million
24,216 8,835 5,154
100.0% 100.0% 100.0%
80.3 834 76.9
13.6 10.8 14.3
29 2.5 2.1
3.2 33 6.7
-100.0% 100.0% 100.0%
37.9 354 343
323 33.0 336
297 31.6 32.1
100.0% 100.0% 100.0% .
21.5 74 30.8
21.3 20.5 35.7
214 26.0 192
133 18.0 6.4
22.5 283 7.9
100.0% \ 100.0% 100.0%
709 82.8 67.9
25.0 14.3 245’
4.1 29 7.6
100.0% 100.0% 100.0%
14.7 0.0 13.8
8.0 34 14.6
542 64.9 56.7
23.1 31.7 14.9
100.0% 100.0% 100.0%
14.7 0.0 133
3.8 0.0 8.1
11.0 0.0 - 285
2.8 0.0 92
2.9 0.0 48
33 54 8.7
6l.5 94.6 26.9



Table 3

Demographic characteristics of all children, uninsured children, and children in a family where a family head is ehg:hle

for employer-sponsored health insurance

Sfate

co
FL

MN

NM

NY

ND

oK

OR |
VT )
WA

Industry of primary worker in famlly

No worker

Agriculture

Construction
Mining/manufacturing
Transportation, Comm & PU
Wholesale

Retail

Financial, Ins & real est,
Professional services
Other services )
Government

No industry data provided

100.0%
7.0
21.7
8.8
3.6
342
12
62
5.9
1.0
103

100.0%
14.7
29
78
113
8.2
1.0
9.9
5.3
16.8
7.1
7.2
7.6

100.0%
1
220
10.0
3.0
319
13.3
59
6.2
1.1
109

100.0%
0.0
2.5

19

- 16.8

11.9-

14
10.6
7.2
. 220
8.3

31.8.

1

100.0%
7.3
33.6
4.6
5.1
25.5
0.9
8.0
6.0
0.5
8.6

100.0%
34.8
42
127
719
58
0.5
15.2
22
12.4
9.2
9.3
6.8

*Children in families with a worker with missing industry data are excluded from this columnﬁi there are 629 such children in -

the sample (8.2% of children in a family with a worker who is eligible for employer-sponsored health insurance.)
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Table 4
) Health insurance coverage rates:
Chil_dl‘en in families with a head who is eligible for employer-sponsored insurance

Percent of children covered by:

Employer No health
group - Medicaid insurance
Total ‘ : _ 84.2% 4.2% 9.8%
Race : .
White S 862 2.9 9.0
Black ' 77.1 13.5 11.6
Native American/Alaskan 65.3 8.9 o 10.0
Asian : : : 73.2 ‘ 2.1 24.7
Age ¢ : .
06 - : 81.6 6.8 100
7-12 ‘T : 85.8 2.6 99
13-18 - 85.6 29 9.7
Family income
<100% of poverty : 48.1 289 23.1
100-200% ; ‘ 72.5 6.2 S 191
" 200-300% : A 86.9 1.8 10.1
300-400% E : 93.1 - 09 43
400%+ L A 94,1 - . 05 .29
Family structure _ ' . ‘ S
Two family heads , . , 86.0 27 9.3
Female family head only ' 753 11.1 12.8
Male family head only , 78.5 12.0 ©102
State ; : . .
Cco o 84.2 32 9.9
FL , : " 76.0 5.8 17.1
MN ; ' 91.4 3.7 4.5
NM ¢ T 758 5.1 12.6
NY : : 89.7 3.9 62
ND P , -80.8 3.3 10.2
OK : 734 - 45 15.5
OR : 88.4 22 73
vT v 89.5 6.6 - 3.5
WA " ' 84.2 3.5 9.1
Industry of primary worker in family :
Agriculture : : o 73.7 : 38 16.9
Construction 83.7. 2.9 123
Mining/manufacturing 86.4 4.9 7.1
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. Table 4
Health insurance coverage rates:
Children in families with a head who is eligible for employer-sponsored insurance

Percent of children covered by:

Employer : No health
___group Medicaid insurance

Total B : 84.2% 42% 9.8%
Transportation, Comm & PU 92.5 19 42
Wholesale 92.1 2.6 4.1
Retail 759 74 14.6
Financial, Ins & real est. . v 94.0 0.9 2.8 .
Professional services . 85.7 54 7.5 -
Other services 84.1 5.7 86
Government 73.0 2.4 22,6

Samplen 8,835

Weighted n 9.0 million
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Table 5

Children’s health insurance: children with family heads eligible for em ployer—sponsored coverage
Linear regression (Huber standard errors)

Dependent variable=1 if child has:

- v Employer No health
Independent variables: coverage Medicaid insurance
Age 0099 -0195 ™" .0048

(.0009) (.0008) ~(:0007)

Female -0022 ~ 0005 0124
(.0095) (.0082) (.0075)

Black -0902 " 1409 -.0310
) (.0209) (.0198) (.0170)

Native American/Alaskan -1255 ™ 0063 -1179
- (.0227) (.0202) (.0160)

Asian -0636 -0169 0612
| (.0345) (.0274) (.0303)

Hispanic -0520 ' 0477 7 .0581
(.0175) (.0150) (.0153)

Family income per family member 0417 " -0321 ™ -.0186
($10,000) : (.0058) (.0047) (.0030)
Highest grade attained by anyone in 0395 " o019 -0226
family (.0022) (.0019) (.0018)
Female family head only -1000 dz278 -.0068
é (.0141) (.0128) (.0110)

Male family head only -0768 " 0272 0450
. (.0254) (.0216) (.0222)

co' -1545 " 0973 0603
(.0234) (.0198) (.0192)

FL -1100 " 0953 0230
- (.0226) (.0195) (.0183)
MN 0240 0230 - -.0366
(0172) (.0161)

(.0208)

e
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~ Children’s health insurance: children with family heads eligible for employer-sponsored coverage

Table 5

Linear regression (Huber standard errors)

Dependent variable=1 if child has:

Employer No health
Independent variables: coverage . Medicaid insurance -
NM -1108 ™ 0571 0421
(.0242) (0199) (.0203)
"ND -1643 1856 " 0434
(.0233) (.0206) (.0189)
OK -1646 0204 1143
(.0246) (.0194) (.0210)
OR 0176 0143 0173
(.0225)° (.0185) (.0184)
VT -0983 " 1368 " -.0750
(.0231) (.0203) (.0162)
WA -1513 " 1244 7 0361
0228 (.0194) (.0182)
Industry of family’s primary worker’: ,
Agriculture -.0374 -0182 -.0168
" (.0296) ' (1243) (.0226)
Construction .0294 -0546 0048
(.0211) (.0173) (.0174)
Mining/manufacturing 0981 ** - -.0103 -.0589
: (.0149) (0132) (0114)
Transportation, Comm & PU J4a1r " o511 -.0730
. (.0180) (.0153) (.0140)
Wholesale 1670 -0734 -.0801
(.0406) (.0333) (.0293)
Retail -.0077 0155 -0062.
(.0176) (0157) - (.0143)
Financial, Ins & real est. 0870 " -0605 -.0264
: (.0246) (.0207) . (.0191) .
Other services 0095 0205 - -.0153
(.0196) (.0175)
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Table 5

Children’s health insurance: children with family heads eligible for employer-sponsored coverage

Linear regression (Huber standard errors)

Dependent variable=1 if child has:

Employer . No health

Independent variables: coverage Medicaid - insurance
Government 0555 -0602° ™ 0070
- (0199) (.0163) (.0160)

Intercept | .. 0506 s612 77 4362

B (.0400) ‘ (.0352) (.0332)
Number of observations - 8,835 8,835 8,835
F statistic on state variables 27.68 - 21.61 21.99
F statistic on industry variables 14.29 5.54 6.79
R’ 1567 1561 0688

Explanatory notes:
Results are presented as: coefficient

(standard error)

lThc: omitted state category is NY.
*The primary famlly head is the family head who works more hours. 'I‘he omitted industry category is

pro

*The null hypothesxs that the coefficient is equal to zero is rejected at the l% (***) 5% (**) or 10% (*) level.

fessional services.

‘,‘
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Table 3

Demographlc charactenst:cs of all children, uninsured children, and children in a family where a family head is eligible

for employer-sponsored health insurance

Total population
Sample size

Race
White
Black ,
Native American/Alaskan
Asian

_Age

© 0-6
7-12°
13-18

Family income
<100% of poverty
100-200%
200-300%
300-400%
400%+

Family structure
‘Two family heads
Female family head only
Male family head only

Work status of adults in family
No worker .
Part-time worker only
One full-time worker
>1 full-time worker

Work/insurance offering status of adults in family
No worker
Part time worker in firm that does not offer insurance
Full-time worker in firm that does not offer insurance
Worker in firm that offers insurance but worker is

" ineligible ‘

Worker in firm that offers insurance but worker is
ineligible or declines

Worker in firm that offers insurance but worker declines

~ Worker covered by employer-sponsored insurance

17

Children in families

with a head eligible - Uninsured

Allchildren = for health insurance’ children
15.1 million 9.0 million 2.6 million
24,216 8,835 5,154
100.0% 100.0% . 100.0%
80.3 83.4 76.9
13:6 10.8 143
2.9 2.5 2.1

3.2 33 6.7
100.0% 100.0% 100.0%
- 379 35.4 34.3
323 33.0 33.6
29.7 316 32.1
100.0% 100.0% 100.0%
21.5 74 30.8
213 " 20.5 35.7.
21.4 26.0 19.2
133 18.0 64
225 28.3 79
100.0% 100.0% 100.0%
70.9 82.8 679
25.0 143 24.5
4.1 2.9 76
100.0% 100.0% .~ 100.0%
14.7 0.0 13.8
8.0 34 14.6
54.2 64.9 56.7
23.1 3.7 14.9
100.0% 100.0% 100.0%
14.7 0.0 13.8
3.8 0.0 8.1
11.0 0.0 28.5
2.8 0.0 92

2:9 0.0 438

33 5.4 8.7

61.5 94.6 269



. | Table 4
Health insurance coverage rates:
Chlldren in families with a head who is ehglble for employer-sponsored insurance

Percent of children covered by:

Employer No health
. ___group Medicaid - insurance
Total .f§ a . 84.2% 4.2% 9.8%
Race } :
White . . . 86.2 ’ 29 9.0
Black : C 77.1 13.5 11.6
Native Amencan/Alaskan 653 - 8.9 ‘ 10.0-
Asian ' ‘ 73.2 ' 2.1 24.7
Age g : ' . :
0-6 L ' 816 6.8 10.0 .
7-12 . : ' , 85.8 26 . 9.9
13-18 : 85.6 29 9.7
" Family income N : : A ‘ . . :
<100% of poverty 48.1 28.9 ' 23.1
100-200% ’ 72.5 6.2 19.1
200-300% } , 86.9 1.8 10.1
300-400% . . 93.1 0.9 43
400%+ ; © 941 0.5 29
Family structure” | _ : :
Two family heads: 86.0 2.7 93 .
Female family head only , 75.3 SR B I 128
Male family head only . 78.5 12.0 10.2.
State’ L : _ . ‘
co : : ‘ 84.2 32 .99
FL : ' A ' 76.0 - 5.8 17.1
MN , : 914 37 45
NM ‘ 75.8 5.1 12.6
NY i 89.7 39 62
ND o 80.8 33 10.2
OK ‘ i , 734 4.5 15.5
‘OR A 88.4 22 7.3
VT a : 89.5 6.6 3.5
- WA ‘l ; 84.2 35 9.1
Industry of primary worker in famnly o
Agriculture " o 737 ., 38 16.9
Construction : g 83.7 29 12.3
Mining/manufacm{'ing 864 49 11
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Table 5

Children’s health insurance: children with family heads eligible for employer-sponsored coverage
' Linear regression (Huber standard errors)

Dependent variable=1 if child has:

21

(.0208)

. Employer “No health
Independent variables:. coverage Medicaid insurance
Age 0099 -0195 " 0048
: (.0009) (.0008) . (.0007)
Female -.0022 -.0005 0124
(.0095) (.0082) (.0075)
Black -0902 1409 " -.0310
(.0209) (.0198) (.0170)
Native American/Alaskan 1255 " 0063 -1179
(.0227) (.0202) (.0160)
Asian -0636 -.0169 0612
(.0345) (.0274) (.0303)
Hispanic -0520 o477 0581
(.0175) (.0150) (.0153)
Family income per family member 0417 ™ -0321 ™ -.0186
($10,000) (.0058) (.0047) (.0030)
Higﬁest grade attained by anyone in 0395 -0179 ™ -.0226
family ' (.0022) (.0019) (.0018)
//
Female family head only -1000 J278 -.0068
(.0141) (.0128) (.0110)
Male family head only -0768 0272 .0450
' (.0254) (.0216) (.0222)
co' -1545 " 0973 .0603
~ (.0234) (.0198) (.0192)
FL -1100 0953 0230
(.0226) (.0195) (.0183)
MN .0240 .0230 -.0366
(.0172) (.0161)
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. Table 5§
Children’s health insurance: children with family heads eligible for employer-sponsored coverage
Linear regressnon (Huber standard errors)

Dependent variable=1 if child has:

\
i
.

'Employer 4 . No health
Independent variables: coverage Medicaid _insurance
Government 0555 " T -0e0z 0070
. , (0199) - (.0163) (.0160)
Intercept g ' 0506 s612 4362
« . . (.0400) (.0352) (.0332)
Number of observations 8,835 8,835 8,835
F statistic on state variables ' 27.68 21.61 21.99
F statistic on industry variables 14.29 554 6.79
R’ : 1567 1561 0688
Explanatory notes:’
Results are presented as: coefficient
(standard error) .

'The omitted state category is NY. .
*The primary family head is the family head who works more hours. The omitted industry category is
professional services.

*The null hypothe51s that the coefficient is equal to zero is rejected atthe 19 (***), 5% (**) or 10% (*) level.

23
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Parashar B. Patsl 10/24/96 10:17:27 AM

Record Type: Record

To: Nancy A. Min/OMB/EOP, JENNINGS_C @ A1 @ CD @ LNGTWY

cet " Barry T. Clcndcmn:OMB/EOP Mark E. Millar/fOMB/EOP, Sarah A. Bianchi/OQMB/EOP
Subject: Kids Estmatss

| understand that Chris and you would like to set up a meeting with Andi King for Weaednsgsday,
October 30th to review the status of the kids estimate. Such a meeting would be okay with us,
although given the schedule described in the summary below, yéu may wish to postpone the
g do wed

meeting until the week of November 4th.

| . S waw&
In casé you do want 16 meet with her next week, we have some preliminary numbers for her. In
this case, we could also use.her guidance on another policy-level issue {descnbed below) that has _
come up during our review of the est:mates Qg'.-

We suggest that HHS, Treasury, and Labor be invited to participats in the meeting if possible. P “—f
l;g ) N .

On Wedndesay, October 23rd, we had a conference call with HHS, Treasury, Labor, and the

Actuarial Research Carporation (HHS' consultants) to review their latest estimates for the kids

subsidy an_gi discuss additional refinements. Below is a summary of the call.

1)Their latest estimates fix a programming error which caused their premiums to be h:gher than
they should have been. This error-has been ﬁxed

2) ARC has completed the first stages of estimating the cost of subsidies using mare generaus
subsidy schedules than orginally proposed by Andi King. These estimates must be refined by
changing the "employer dropping” assumptions (these assumptions must be refined because
this set of subsidy schedules provide more genarous subsidies...which could cause more
employers/employees 1o drop coverage than we had been assuming) and smoothing the
eligibility cliffs {i.e., 50% subsidy from 100% to 200% of poverty that immediately drops to
25% for individals with incornes more than 200% of poverty).

3] Treasury and others will think about how 1o revise the employer dropping assumptions and
reasonable ways 1o smouoth out the eligibility cliffs {i.e., using a sliding scale that lowers the
subsidy gradually from 50% to 10% for all folks above 300% of povertyl.

4) We have set up a conference call o discuss the as}sumptions that Treasury will develop.
Using these assumptions, ARC expects 1o be able to deliver a second round of estimates by
COB Thursday, October 31st.

5) One question that arose is whether children that are eligible under state-option for Medicaid
or for state-only kids programs would be eligible for this subsidy. Because we were unaware at
the time of the call that we might meet with Andi soon, we requested ARC to provide estimates
using both assumptions {i.e., these kids would remain with the state programs or these kids
would be eligible for the new subsidy).
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Given this schedule, please let us know if you still wish to meet with Andi hext week or would like
to postpons the meeting until the following week by which time we hope 1o have a second round of
estimates.
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DRAFT

¥ Health Financing Branch Ak

Office of Management and Budget
Executive Office of the President

Washington, DC 20503
——————————— — * - ——
Please route to: Nancy-Ann Min glecisior} needed
: : €asc sign —_—
Chris Jenmngs Per your request X
' Please comment
Through: ‘Barry Clendenin For your information _
Mark Miller . With informational copies for:
HFB Chron.; HD Chron,;
Subject: Summary of Estimates for o ' 202/395.4930
3 » : one: =
Children’s Subsidy Fax: 202/395.7840
‘ E-mail: patel_pa@al .eop.gov
From: Parashar Patel Room: #7001
I . ——

Below is a summary of the most recent cost estimates for a subsidy program for children. These
estimates use assumptions which have been modified from earlier assumptions based on policy
guidance received on September 20th from the staff of the Democratic House Leadership. Please
keep in mind that these estimates are preliminary and subject to fuirther refinement. As we have
indicated earlier, the average premium, participation levels, and costs are determined by a

number of policy factors. We can discuss a number of policy factors which may lower the
average premiums from those shown on the following two tables. While lowering the average
premium, most of these policy changes could also increase total costs. This will occur because,
for the most part, lowering the average premium is accomplished by increasing the number of
participants (and therefore lowering adverse selection effects).



Subsidy.for Children’s Health Insurance, 1997

Option One (Low Subsidy: | Option Two (High Subsidy: |
25% for EYTC Eligibles; 50% for EITC Eligibles;
10% for All Others) 25% for All Others)
Participation: |
(Actual/% of Total)
ESI 96,317 304,926
(22%) (20%)
ESI-Self Employed 74,403 438,656
' (17%) (28%)
Other Private 119,754 410,064
(28%) - (26%)
Uninsured 139,341 403,608
(32%) (26%)
Total 429,816 1,557,272
|| Costs: & {9«00 & L@
‘4 “Average Premium $3,112 $2,062
Total Costs $1.3 billion $3.2 billion
Total Subsidy Costs $0.3 billion $1.2 billion
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~ -Subsidy for Children’s Health Insarance, 2002 J i R
N | Option Ome (Low Subsidy: | Option Two (High Subsidy:
25% for EITC Eligibles; 50% for EITC Eligibles;
10% for.All Others) 25% for All Others)
Participation:
(Actual/% of Total)
ESI 199,099 314,972
(22%) (20%)
-ESI-Self Employed - 76,495 453,921
(17%) (28%)
Other Private 123,456 423,276
(28%) (26%)
Uninsured 144,726 419,729
(33%) (26%)
Total 443,774 1,611,889
Costs:
*4 - Average Premium - 84,518 $2,975
Total Costs $2.0 billion $4.8 billion
Total Subsidy Costs $0.5 billion $1.7 billion




1.

L2

.....

Factors That May Lower Premiums

Lower the benefit package. Based on the experience with HSA, this will have a small
difference, even if one uses a catastrophic benefit package.

Increase the subsidy levels. This will have the greatest impact because this will help
increase the number of participants, including healthier individuals. The result will be
lower average premiums, but higher subsidy costs. ' ’

Allow individuals whose employer contributes up to 50% of the premium to be eligible
for subsidies. This could also lower premiums slightly because more people would
participate. However it would increase total costs and lead to other problems such as

- increased employer dropping.

Separate the risk pools for the uninsured and the insured. This would lower the
premiums for those currently purchasing coverage, but would be difficult to administer.
It would also result in relatively high premiums for the uninsured.

Increase the age to 18 years for eligibility. This would probably have a small impact on
premiums....they may go up or down.

Eliminate eligibility for the uninsured. This may also lower premiums slightly.

- Allow the currently insured to subsidize their current coverage without having to

purchase a specific, kids-only policy. This could lead to lower average premiums, but

~could also increase total costs since more individuals are likely to participate.



Cost and Coverage Estimates for Kids-only Insurance Program

The table below shows a range of preliminary cost and participation estimates for a health
insurance subsidy program for children. The table displays cost and participation ranges for the
years 1997 and 2002 for two subsidy levels. At both levels, eligibility is restricted to families
with 0% employer contribution to health insurance. The ranges are explained by variations in
assumptions regarding participation levels and employer dropping (see bullets below for
explanation of assumption differences). These estimates are not intended to be precise indicators
of the effects of a kids-only subsidy, rather they are intended only to provide an idea of the
potential effects of such a program.

Cost Estimates for Subsidizing Children-Only Health Insurance v
0% employer contribution to health insurance required for eligibility

Low Level of Subsidies: |
25% subsidy for families below 250% of poverty; 10% subsidy above 250% of poverty

Year Average Cost Total Takeup % of Annual Total Annual Federal

(Premium) (millions) participants  Cost (billions)  Cost (billions)

' now uninsured : :

1997  $1,900-$2,700 1.7-7.0 . 3.0%-14.0% $4-$13 $1-%2
2002  $2,800-$3,900 1.8-7.5 3.0%-14.0% $7-$21 $2-$3
High Level of Subsidies: |
S0% subsndy for families below 250% of poverty; 25% subsidy above 250% of poverty
Year Average Cost' Total Takeup % of - Annual Total Annual Federal

(Premium) (millions) - participants  Cost (billions)  Cost (billions)

, now uninsured

1997 $1,800-§2,200  3.8-9.4 8.0%-11.0%  $8-817 $3-36

2002 $2,600-$3,200 4.0-99 8.0%-11.0% $13-826 - $5-810

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

Key Assumptions

. As the table indicates, we evaluated two potential subsidy programs:
. “Low Subsidy”: 25% subsidy to 250% of poverty, 10% thereafter; and
. “High Subsidy”: 50% subsidy to 250% of poverty, 25% thereafter.




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

The premium estimates in all cases were adjusted to reflect-adverse selection associated

with bringing previously uninsured individuals into the insured pools.

The costs and participation rates are influenced to a large degree by the policy choice of
whether the subsidies can be applied to a participant’s current coverage or whether -
participants must join a separate insurance program and other factors. If participants can
purchase current coverage we expect participation to be hi gher than if participants must
join a special risk pool. '

These estifnates assume that program participation is fully phased in by 1997.

Major Findings

»

In the low subsidy program, total takeup ranges from 2-7 m11110n children in 1997 (2 -1.5
million in 2002), with an average cost of $1900-$2700 per child ($2800-$3900 in 2002).
These average costs reflect the impact of adverse selection and are heavily influenced by
participation assumptions. Federal costs would be $1billion - $2 billion in 1997 ($2
billion -$ 3billion in 2002).

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

Both the high and the low subsid‘y programs draw in only a small proportion of the
uninsured population. The variations in the proportion of the currently uninsured
participants in the program are largely influenced by the assumption regarding the ability
to use subsidies for current coverage (and therefore, the number of persons with ESI
joining the program).

. In the low subsxdy program approximately 200,000 previously uninsured kids

become insured in 1997. This represents about 1.6% of all uninsured kids and 3-
14% of program participants. :

. In the high subsidy program, approximétely#OO 000- ‘-700’05)0 p;eviously
uninsured kids become insured in 1997, This represents about 3.6-6. '5% of all
uninsured kids and 8-11% of program participants



. The implementation of a kids- only subsidy could result in some people losing coverage if
employers react to the mcentlve of the program by reducing or ehmmatmg their
contrlbutlon to ESL.

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

Changing Parameters

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

The following estimates are very rough. They do not account for the increase in the
average cost per child which would result from limiting the risk pool in a way that

“increases the percentage of the currently uninsured in the program, and therefore increases
the effect of adverse selection. It is not clear what impact this would have on these
estimates: costs may rise as premiums go up, but reductions in participation may offset this
increase. :

Lowering the income threshold to 200% of poverty results in:

. Participation of between 1.3 million and 2.3 million children in the low subsidy case,
with a loss of approximately 18% of the previously uninsured category and a 22-67%
reduction in overall participation in 1997. Federal costs would be about $1 billion in this.
case, and the percentage of participants who were previously uninsured would rise to 8-
14% of those participating. '

. Participation of between and 1.8 million to 3.7 million children in the high subsidy
scenario, with a loss of approximately 23% of the previously uninsured category and a
53-60% reduction in overall participation in 1997. Féderal costs would range from about
$2 billion to $3 billion, and the percentage of partxmpants who were prekusly uninsured
would rise to 15- 17% of those pamc1paung

Lowering the age limit from the insurance definition of child to age 13 would result in:

. Participation of between 700 thousand and 4.2 million children in the low subsidy case,
with a loss of approximately 45% of the previously uninsured category and a 40-55%
reduction in overall participation. Federal costs would range from about $500 million to
$1 billion, and the percentage of previously umnsured in the program would not change
much. :



Participation of 2 million to 5.8 million children in the high subsidy scenario, with a
. loss of approximately 51-53% of the previously uninsured category and a 38-46%
reduction in overall participation. Federal costs would range from about $2 billion to $4

billion in the high subsidy case, and the percentage of prev1ously uninsured in the
program would go down slightly.
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HOWARD DEAN, M.D.

Govarner

. - State of Vermont '
4 .UFFIC‘E OF THE GOVERNOR
: Mcmfpeher 05609 '

(802) aza 3335 .
P‘ax: (#02) 828-3338
TDD: (802) BZB.IUER

EMBARCOED T.TN’:I‘IIJ 11 a.m.
SEPTEMBLR 19, 1996

Guvernor Howard Dean M. D Calls for Hea!th Care for Kids in 1997

- WASHINGTON D.C.- Varmont Governor Howard Dczm, a medical doctor today
challenged President Clinton and his chicf rival, Bob Dole, to ijCt health care for kxds
into the national debate. :

“I'here has been no discussion of health care whmoever durmg this carnpalgn and we nced
a commitment from both sides that Liealth insurance for kids is & national priority,”
Governor Dean said in a key note address 10 the American Association of Health Plans.
“We can insure every Chl]d in America under the age of 18 for peanuts

“Onc in seven olnldren in the United States lacks healthi insurance covcragc and one
quarter of American children are not immunized against diseascs like mcaslc:,. whooping
cough, mumps and polio.. Providmg health care for these kids is a concmtc step toward
unlversal access to health care that we can takc in 1997."

TTsmg Vermont 5 expenencc asa modcl Governor Dcan proposed apl an to use revenue
from tax increases on cigarettcs and other tobacew products to pravide health care
coverage for all children up to 300 percent of the Federal Poverty Tevel (546,800 for a
family of four) . - -

“Dr, Dynasaur" is Ve| mont's successful health insurance pregram for chlldrcn whose
familics either do not have health care henefits through work or have madcquatc insurance
_coverage or theéir children: -

(more)

prinind nn feevelod Paper Prcduced Without Chiorine
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‘Governor Dean proposcd a managed care pmgram - comprehensxve preventative and

acute care services, as well as denal and vision coverage -- ad:mmstcrcd by the states as an
adp.mct to their Medicaid programs. The plan would be federau) fundcd and states would
contract with private insurers to provide care. :

Families Wohld! pay hcaith care premiums on a sliding fee scale up to $240 annually per
houschold. Nominal copays would be charged for some medical visits, for a maximum per-
household, out-of packet expense of $750 annually.

N

It is estimated the health insurance program would cost $6.5 billion. (’?o'?eriior Dean
proposed incregsing the federal excise tax for cigarettes by 24-cents per pack and the excise

tax on all other tobécco products by 7 perecit to pay for “Dr. T}ynasaur.‘ )

: Immedxately foilow—mg hzs address; Govcrnor Dean and colleagues from several
‘organizations coricerned with children’s health care talked with reporters. Dr. J oseph R.

Zanga, Vice President-elect of the American Academy of Pediatrics; Eve Brooks, President

-of the Natioal Assoclation of Child Advocates. and Howard B. Shapiro, PiLD., Director of

Public Policy for the American College of Physicians joined: thc Governor in his call 10
ifsure Amencan chﬂdren

o

Wc have tackled thxs problem in Vermont,” said Governor Dean, pasr chair of the

- National Governors’ ‘Association, “Now it's time for ‘Dr. Dynasaur’ to go national. It is

wythm this natxon s means to insure all children.”
--30--

Contact: Stephauit Cé(ftefh press SléCfAém“fY

V KE&"NOTE_AbﬁRESS:' American Association of Health Plans annual conference

*"September 19, 1996, 10 a.m.
Capital Hilton

1001 NW 16th St.
Washington, D.C.

¥

* PRESS AVAILABILITY: Immediately following speejchv

~ Ohio Roomt
Capital Hilton

Py
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ITOWARD DEAN, MD. N %:.‘,9‘}'
Governor . ﬁ%ﬂa‘:«
State of Vermont .
OFFICE OF THE GOVERNOR
Montpelier 05609
fel: (802} R99.3383

Fax: {802) 628.3339
TDD: (802) 828-345
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Dr. Dyﬁasaur: Health Insurance for Kids B

Governor Howard Dean, M.D.

Dr. Dynasaur is a national child health carc prugram proposed by Vermont Governor Howard

Dean, M.D. It would provide health care coverage to all uninsuréd children in families earning
300 pércent of the Federal Poverty Level o less, Modeled afier Vermont’s program of the same
name, Dr. Dyna.,aur is the next step, after the new Rnnnedy/kasscbaum law, towards universal
health care coverage.

Vermont rankg second in thc nation in the’ pwpumon of chl dren wn:h heaith mre coverage and
first in the nation in childhood immunizations.

- Eligibility

Children up to the age of 18 from families camihg up t0 300 pércc’ni of the Federal Poverty Level

- (846,800 for a family of four) would be cligible for Dr. DynaSaupl

To discourage Qmplbyers from dropping currently insured children for enrollment in
Dr. Dynasaur, participarits must be tninsured for at Jeast one year.

Children viho are U.S. sitizens or logal residents would be cligibié, -

Repetits

Dr. Dynasaur would prov1de a comprchc,nswc managcd care plat, maludlng prevcntwe and acute
care'and dental and vision services.

08t Nharin

The parent: at Dr. Dynasaur pmuct pants would be requued to conmbute minial wpdymcms
and a monthly premmm caleulated on a sliding scale based on income.

¢

Printed on Reryelaod "I;}F‘l‘ Proafticnd Without Chlonne

pUd
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Dr. Dynasaur: Hcalth Insurance for Kids
Page Two

' ng;‘ A Q _g.' st
The annual program cost is estimated to be $900 per child or $6.5 billion.
inanci _
In 4ddmon Lu premium revenue, the Dr. Dynasaur program would be paxd fo: by increasing the
federal excisc Lax on cxgarer[es and other tohacco products (a 24 ceént increasc on a pack of : '
cxgarcttcs and a 7 pereent increase in the 1ax rate on all other tobacco products).
minisiation ‘
. Dr. Dynasauz would bc d federally funded program administered by the states a3 an adjunct to
state MLdILdld programs. State administrative cosis are anticipated to be marginal.

To ensurc that states continue Lhexr currcm level of snpport for cluldren, a maintenancc of cffort
' would be rejuired as well as a continuation of each state’s current Medxcaxd ehgzbllxty level for

children.
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Cobl Estlmates Nanona] D
Dyndsdur Pogram

Tar;icted lu'mxiusur'éd children at 100%
pamm pation.

Children (< 18 yrSs. ). 68, 018 000

Children under 300% of p0verty

38,566,206

(=56.7% of above) ,

Proportion of this group who are

uninsured; 13% (=5,013,607)

Annual per capita cost to insure: $900

- Cost to insure this group: fully atire

program. -

$4,512 246 300 (4 $ bil hon) , '
- {5,013 607x$900) Minus $208 mdhon

in premiums to cliarged households

with income above 185% of poverty =

* approx. $4.3 billion.

Estimated maximum cost 86,5 billion if the number of uninsured grows due to~
dropped coverage.

Rcvgnnc

Currcnt fcderal cmsc tax reccmt:, fm lobacco: . $5.7 hil hcn (24 cents per pack of
Cigarettes).

Additional revenues required to cover U.S. uninsured: $6.5 billian,

* Recommend a 24-cent increase in taxes per pack of cigarcttes with additional 7%

mcrease of all tobacco products tax rates will produce $6.5 billion.

*Offsets due to copayments are not factored into savings.

e
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Data Sources

Le.nmated total’ Vermont populauon under agc 18 (1994): 146, OOOtsoun,c VT Dept of Health),

-

Fchmated Vermont popuianon under 18 years of age, uudcr JOO% of pavem 82,725 ((‘unent Populaucn Survcy duta)

* Esmmared U.8. population under age 18 (1 994) 68,018, 000 (\umu, Statistical Absiract of the 1Tnited States, 1995, Tablc 22).

\ anmated pmnnmon of U.S. under-18 pog:ulanon not currently insured, 13%. mmm Anme)-_ Casey Foundation, Kida

Coum Detabook, State Profiles of Child Well-Reing, Washingion, DC, 995}

Urban Institutc March 1994 CPS adjusted using TRIMZ shows 7 4 mxlhon uninsured children under 300% of
poverty based on [992 data, However, HCFA shows a growth in children's pammpauon in Medicaid from 15.]

. ‘million to 18.3 ‘million from 1692 to 1994 which lends credence to the 5 million uninsured children used in this

estimate. Fully half of all States have used the Medicaid options to expand cover age to children beyond mandatory
levels (GAO, 1996). Over 30 states have either a supplemental pubhc or a puhlic/private partnership prcgram for
health coverage for ch1 drcn (NGA, 1995). -

/

"fPer capita cost for fee for-service Mcdicaid coves a;ax. for AFDC related unde! 18 populatlon exc udmg nursmg

home and other LTC seérvices: $1,000 (Source. VI Officé of Health Access projectea 1997). Since the “higher-income
nninsured can be presumed to bc healthicr than the current covered group. we are using $900, assuming managed
care, comprehensive coveragemcluduTg dental and vision. (Pacific Health Policy Group, consulting firm to VT,
estimated $900 as an adequate national average for the benefit package) : ;

Yy

1994 federal excise receipts for tobacco: §5.7 billion (Source: Staiistical Absiact of the United States, 1995, Table S18).

"A’ispmptig ns

Assume propomon of U S. chxldren under 300 % of povcr‘ty is the same as for Ver mum (56 7%)

Assume a one-year waiting- period impose'd ori anyone who drops insurance coverage.

A»ume currem Medlcaxd pmgram remains in place and states provide their sharc of‘ state matching funds foz the
existing pmgram under a maintenance- nheﬂort requirement.. Inequities resulting from the current coverage | .

Medicdid options selected by a state would he dealt with over a phased 3 year penod

Assume funds admmlster ed by stares as adjunct 10 then Medicaid Programs, but ful lly federally funded. Services
provided thwugh pre-paid managed care arrangements. Admlmstranve costs would be margmal gs a Medicaid

‘ "adjunct with Federal matching under current law

. Households between 185)5 . 225% of poveny would pay a premmm of $i°0/’year Those between 225% - 300%‘
- would pay $240/year, According to Urban Institute, March 1994 CPS data ad;usted there are 2.2 million uninsured
. »hlldren between 185% - 299% FPL. .Assurning 1.5 children per household, 1,466,666 households ‘would pay &

premium, If 1 million households paid 'iIZOlyear and 450 000 paid $240/year, premiums would offset expenditures’

by $208 million.

States will continue to cvmpl\; with OBRA 1990 Med caid mandate ta mr:eaw roverage for children born after

9/30/83 incrementally until 2002.



' SUMMARY - COVERED BENEFITS

'NATIONAL DR, DYNASAUR PROGRAM

Benefit Plan:Summary and bst aring

The fallowmg scrvices and cost shari ing are i ucluded in the proposed Natlonal Dr. Dynasaur

Program

o mpatlent hosp:tal carc - no copay

¢ outpatient services - $2.00 per visit ,

o physician services and wcll child care, :nclucémg mnunizations - $2.00,

immunizations only - no copay :

® - transplantation services - no copay S -

) vision serviras, including eyeg]assec - $2.00 for professional services; $5.00
for glasses’ o

L home health care - $2.00
oulpatient therapv sefvices thome intusion theraples and occupatuonal
physical, speech and nutrition therapy) - no ropay
ambulance services - no copay : «
short-term inpatient rehabilitation services - no copay
medical equipment aind supplies - no copay :
mental health and chemical dependency services - $2.00
prescription drugs - $2.00 per prescriptiorn or refill o
dental care - no copay :

[

s o0 e oo

Onit-of Pocket maximum co-payments per household: §750 per year

Anriual Houschold 'Prerﬁiuﬁ :
. Uh:de? 18 °o of TPL - None
¢ 186% 225% of EPL-$120

o  226% -300% FPL - $240
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‘Expanded Medicald Coverage of

Table 1

Pregnant Women and Intants and Chilgren

PN

AN

w R c.‘t

A

Nie ot Co DY R L ICIPNE I

Pregnant Women Children Below Children Ages
and Infants - -Age Slx ‘ Six and Oldar
Pcreontage of federal | Fercenage of federal Bercentage of fedaral ' Upper Age
State © paveny guideling poveny guideline __poverty guideline - ~-Limit. -
Alabarna 133% - 133% 100% - K
Alaska 133% 133% 100% 13°

- |Arizona 140% 133% - 100% 14
Arkansas 133% 133% 100% 13
Califarnia . 200% . 13%% . 100% 19~ -
Colorade 133% 133% 100% 13°
Connenticut 185% 185% 185% 13",
Delaware 185% 133% . 100% 19
Florida 185% 133% 100% 20 I
Georgia® . 185% - 133% 100% . 18
Hawaii® 300% - 300% 300% 19
idaho 133% 133% 100% 13°
lilingis 133% 133% 100% 13
Indiana 150% 133% 100% 13°
lowa - 1B5% 133% C100% < | 13T
Kansas 150% 133% 100% 17
Keniucky “105% 133% 100% 19
Lauisiana 133% 133% 100% . 13
Maine . 185% 133% 125% 19 -

" Marylang”. - 185% -185% 185% 19
Maasachusetts 185% 133% 100% 13
Michigan 185% 150% 150% 18°
Minnesota 275% ° 133% 100% 1§
Misslssippi 185% 133% 100% 13°
Missouri_° 185% 133% - 100% SR |
Montana 133% 133% 100% 13"

.. |Nebraska 150% 133% 100% 13

- |Nevada 133% 133% 100% 13°
New Hampshire 185% 185% 185% 19 -
New Jarsay + 185%. 133% - - 100% SRR |
New Mexico 185% T 185% 185% 19
New York 185% 133% 100% 13
Nerh Carolina 186% '133% 100% 19
Nornh Jakota 1439, 133% 100% 18
Ohio R _133%  133% ~100%. 137 -
Oklahoma 150% s 133% 100% 15

|Cregon 133% 133% 100% 19
Pennsylvania T 18%% - 133% ~100% LI
Rhode lsland® 250% 250% [250%] [100%)° [8pae
South Carelina 185% . 133% 100%: 13t
South Dakota 133%  133% 100% 19
Tennessée' - 185%' 123%' 100%' 13
Texas _185% 133% 100% 13 . .
Utah o .133% 133% 100% 18
Vermont [200%][ 225%)9 - 225% 225% BRI
virginia 133% 133% 100% 13
washingion [185%11200%]" 200% 200% 10
West Virginia 150% 133%. 100% 19
Wisconsin 188% 18589, 100% 13
Wyorning - C 8% S 133% -~ 100% . g




Notes for Tai:l'é"l . :

*  Under thc Omnibus Reconc1hanon Act of 1990, states. are required to provide Medzcand
coverage to children ages six and older born after September 30, 1983, living in families with
income below the federal poverty level (FPL), as defined by the poverty guidelines updated
annually in the Federal Register by the US. Department of Health and Human Services.
under authority of Section 673(2) of the Omnibus Budget Reconciliation Act of 1981.

a. Hawan 5 coverage cf prcgnant women and children is through Hawau QUEST a Section
115 waiver managed care program. Income ehg:blhty is established if income does not
exceed 300 percent of the FPL. However, fully subsidized coverage is provided if income
does not exceed 185 percent of the FPL. For children-age one but below age six, fully
subsidized ' covcrage is provided if income does not éxceed 133 percent of the FPL. For
children ages six or older, fully subsidized -coverage is provnded if i income does not exceed
100 percent of the FPL When income exceeds the applicable income limits of 185 percent,
133 percent, or 100 percent of the FPL for the respective groups, the recipient is eligible to
participate in Hawaii QUEST but must cover the fuli cost of the premium.
"b. For children age one but below age six, fully subsidized Medicaid coverage is provxded in
~ Maryland if income does not exceed 133  percent of the FPL. Children below age six receive
a primary care benefits package if income is below 185 percent of poverty. For children ages
six and older born after September 30, 1983, fully subsidized Medicaid coverage is provided
if income does not exceed 100 percent of the FPL. Children ages six and older born after
September 30, 1983, and whose income is below 185 percent of poverty, receive a pnmary S
care benefits packagc :

c. Defined in Michigan as being born after June 30, 1979, :
For individuals in family units with incomes between 185 percent and 250 | pcrccm of the
FPL, cost sharing in Rhode: Island will be mcorporated at the point of service or on a
‘premxum basis. _ .

e. In Rhode Island, children ages 6 or 7 are, covered at 250 pcrcsnt of the FPL and children ages

~ 8 through 12 are covcred at 100 percent of the FPL. :

f. Tennessee $ coverage of prcgnam women and children is through TennCare, a Section 1115
waiver program. Pregnant women and infants are automatically eligible if income is below:
185 percent of the FPL. Chil Idren below age six are automatically eligible if income is below
133 perceni of the FPL; children ages six and older born after September 30, 1983, are
automatically ehg:ble if income is below 100 percent of the FPL. Tennessee also covers
individuals above the spec:ﬁed income thresholds who were umnsurcd as of March I, 1993
When income cxceeds the applicable income limits specified above, the TennCare recipient
must pay premmms the subsidy for which is fully phased out at 400 percent of the FPL.
Under certain conditions, Tennessee may suspend enrollment of expanded eligibility groups.

g. In Vermont, pregnant women are covered at 200 percent of the FPL and infants are covered
up to 225 percent of the FPL.

h. In Washingion, pregnanl women are covered at 185 percent of the FPL and infants are
covered up to 200 percem of the FPL.

Source: National Govermiors' Assocnauon, August 1996



FAMILY INCOME BASED ON 1986 FEDERAL POVERTY GUIDELINES AND FAMILY SIZE

-1 -$7,740 $1| 510 ‘s14 319 $15,480| $17,415 -~ $23,22¢ ‘$30,960 - $38, mo $21,582
2 $10,369 $15,540 - $19,165| = $20,72C . $23,319 $31,08C] . $41,44D '$51,800 $41,191]
3 $12,98) ¢ $194700 °  $24.013 $25.960| 529,205 $38,94C| - $51.920 $54,900 - $44.660
4 $15,600 $23,400 $28.660] . $31,200 '$35,100| - $46,80¢C $62,400 - $78,000 .$50,806] -
- 5- . $18,22)° $27.330 $33,707 “$36,440 . $40,995 . $54,66C . $72.880] $31,100 $43,764|
6 '$20,849 -~ $31,260 $38,554| - $41,68C| = 546,890 - $82.52C '$83,360| . $104.200 e
7 $23,467 $35149C 343,401 . -$46.92C $£2,785 $70.38C $93,840 $117.300 v
8 $26,089) -$39,12C. 548,248 " $52.16C| - SE8,68D $78,240 $104,320 $130,400 -
8+ . $2.620* $3,930 $4.8479 - $5240" - 55.395 ¢ $7.860 % $10,48094  $13,100 1 NiA

*  Per additicnal person

**  Not siatistically reliable

“** Robert Wood Johnson Family Sumey, Vermont, 1993 (1992 famiy income inflated to 1995 by New England C=1)

¥ Farmly is a groLp of two or more persons relaied by birth, marriage or adoption who live together. N LT

Sour\,e Poverty Guidelines pubhshed inthe Federal Regtst March 4, 1996

- -
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