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INTRODUCTION
|

The Balanced Bud\’get Act of 1997 (P.L. 105-33) establishes a new Children’s Health
Insurance Program (CHIP) -under which Federal funds will be made available to states
either to expand Medicaid eligibility or to assist uninsured low-income children with the
costs of public or pr1vate coverage meeting certain minimum requirements.! The new-
program builds on variety of existing state children’s health insurance initiatives,
including extensions of Medicaid eligibility beyond federally mandated minimums, -
development of pubhc insurance plans, or assistance with private plan premiums.

Nearly all chrldren s coverage initiatives, implemented or proposed, share one common
feature: they prov1de public funds to assist low- or moderate-income children who do
not qualify for Medicaid under standard rules and whose families are thought to have
insufficient income to purchase coverage on their own.2 Programs and proposals vary
in target populations--such as the maximum income or age for participation--and in
the extent to which they require families to contribute to the costs of their own coverage,
for example through aisliding (income-based) premium scale. If the target population

. is defined solely in terms of income (e.g., all children below x percent of the Federal

poverty level), it wrll include a mix of:

e children who are currently insured through an employer plan or private, nongroup -
coverage; 1 |
children who are eligible for employer coverage but have not obtained it; and
children who are not eligible for employer coverage and whose families cannot
afford a nongroup plan 3 :

Given limited pubhc finds and the primary goal of reducing the number of uninsured
children, a key focus of many proposals has been to target subsidies in such a way as
to reach as many children as possible in the third (and sometimes the second) of these
groups and as few as possible in the first one. -

\ ‘
In particular, there are concerns that newly available public subsidies might lead some
employers to reduce or eliminate contributions towards coverage of employees’

- dependents, in order to encourage lower-income employees to shift their children to the

public program.” Even'without any action by employers, some workers who must now

‘make large payments towards dependent coverage might find that they could pay less

under a public program or a plan with income-based subsidies for private insurance.

There is cons1derable ev1dence that the Medicaid expansions enacted in the late 1980s
resulted in shifts from private to public coverage. Federal Medicaid eligibility has been
extended to chrldren with famrly incomes as high as 133 percent of the federal poverty

! Appendix A prov1des a descrlptron of key provisions of the CHIP leglslatron
2 This charactenzatlon excludes the “Caring” programs and similar initiatives under which private insurers
offer limited children’s benefit plans at low. premiums that are generally paid entirely by families.
3 It will also likely include some number of children covered under Medicaid or an existing state-funded
program. The possibility that coverage under a new public program will substitute for existing public
coverage has important implications, because of the potential for cost-shifting between Federal and state
budgets, but is beyond the scope of this paper.

!
Employer Coverage and the Cl'uldren s Health Insurance Program Under IHPSO September 4,1997
the Balanced Budget Act of 1997: Options for States _ - Page 3

VA



i . N . i

level, and to pregnant women and infants up to 185 percent of poverty. These
expansions have protected millions of women and children who would otherwise have
been uninsured, but they have also encouraged a significant number of families to drop
employer-based coverage and enroll in Medicaid instead. While available studies differ
in their estimates of the magnitude of this “crowding out” effect, they agree that it
exists. Medicaid coverage growth for poor pregnant women and children has largely
been for otherwise uninsured individuals. However, one recent study has estimated
that 14 percent of the ircrease in Medicaid enrollment of pregnant women between 1988
and 1992, and 17 percent of the increase in enrollment of young children was
attributable to crowd-out. The degree of crowd-out is closely tied to income. There was
very little crowding out for women and children below 100 percent of the Federal

~ poverty level (FPL). For those above poverty, however, crowd-out accounted for 45
percent of increased enrollment of pregnant women and for 21 percent of increased
enrollment of children. ¢ The percent of crowd out for children would almost certainly
be greater for those with higher incomes. The estimated crowd out for pregnant women
with incomes between 100 and 133 percent of poverty was 27 percent comparable to

- the 21 percent crowd rate for children in this income range, while for pregnant women
between 134 percent and 185 percent of poverty it was 59 percent.

Crowding out may be éven more likely if eligibility thresholds for Medlcald or another
public program are set at higher income levels. For example, over half of all children
between 150 and 200 percent of poverty had employer coverage in 19954 Modest- .
income families often have to incur significant costs to obtain this coverage. In 1993, 25
percent of all workers in firms with health benefits faced contribution requirements of
$200 or more per month for family coverage.® If public coverage were available, many
of these workers could be expected to enroll their children in the public plan while
retaining employer-sponsored coverage for themselves.

~ |“_m»}\ ”

If such shifts occurred, they would have at least two effects. First, some share of the
participants in the public program would be previously insured children; this could
limit the number of uninsured children who could be reached under a given budgetary
allotment. Second, some amount of current spending by employers would be replaced
by public spending. As a result, the problem of crowd-out has emerged as a significant
design issue in children’s coverage proposals.

To address this issue, the CHIP legislation requires states to assure that the new
insurance plan not substitute for existing employer group coverage; like preexisting
programs in some states, CHIP also includes provisions that have come to be known as
“firewalls.” They seek to prevent shifts in coverage by limiting or prohibiting
participation in the public program by children who are enrolled in or have access to
employer coverage. (Some earlier Federal proposals would also have restrict employers
from modifying their benefit plans or conttibution schemes in ways meant to take

advantage of the pubhc program. CHIP does not contain a provxsmn of this kind.)®
!

4 Employee Benefit Resemch Institute. Sources of Health Insurance and Charactenstrcs of the Umnsurea’
Analysis of the March 1996 Current Population Survey. Washington, November 1996,
* ® RAND tabulations of the Robert Wood Johnson Foundation 1993 Employer Health Insurance Survey.
*CHIP does include a provision, comparable to that in current Medicaid law, specifying that employer
benefit plans may not:make themselves secondary payers to a CHIP program. This relates only to
coordination of benefits and does not prevent an employer from modifying its eligibility or contribution
- rules for low-income chlldren

Employer Coverage and the Children’s Health Insurance Program Under - IHPSe September 4, 1997
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The aim is to lock current-arrangements in place so that new expenditures can be

focused solely on uninsured children. CHIP excludes children already covered by a
group health plan from its “targeted “ population. :

Under CHIP, states also can adopt additional eligibility standards, or “firewalls,” with
respect to uninsured children who have access to other health insurance. While
firewalls appear to be a simple and direct way of lumtmg coverage shifts, they have a
number of lmportant disadvantages. First, they raise equlty concerns. Some families
now covering their children through employer plans are paying a substantially larger
share of the cost tl}an families at the same income levels with pay under a public
program. Second, and in consequence, some firewalls might paradoxically promote,
rather than limit, the erosion of employer-based coverage; low income workers would
have incentive to exchange health benefits for wages or other fringe benefits; employers
with lower income workers would have little reason to offer the benefit. - Finally, and
perhaps most critically, poorly conceived firewalls could prevent any coverage initiative
from reaching the large number of uninsured children who are potentlally eligible for
coverage through an employed parent.

An alternative that may be both more equitable and more stable over the long term
might be to structure a subsidy program that assists modest-income families with the
costs of coverage regardless of whether that coverage is obtained through a public
program or through an employer plan. Although the CHIP legislation limits the ability
of states to use the new Federal funds for this purpose, it does allow premium
assistance for at least some uninsured children with access to employer plans. Such a
program must be carefully designed if it is to encourage continued provision of
coverage by employers while targetmg assistance to the individuals and families who
most need it. w .

By - St

This paper will attempt to suggest possible solutxons to some of the key design
problems in structuring a subsidy system for employee contributions. As will be seen,
however, the problems.are very complex, and it is difficult to be certain how any
particular option will play out over time. The most workable approaches are likely to
be identified only as states actually implement subsidized coverage systems. Some
states, such as Colorado and Oregon, already have enacted legislation authorizing
subsidies for employee contributions. As these initial experiments get under way, they
can provide lessons for| other states in unplemenhng CHIP or future initiatives.

The first part of thx,s paper will review. the expenence of crowd-out under Medicaid and
assess the extent to which crowd-out might occur under a sliding-scale subsidy
program such as the one contemplated by CHIP. The next section examines firewall
options, including;the relevant provisions of CHIP and options included in earlier
Federal proposals, as well as those actually implemented in existing state child health
insurance programs. The remainder of the paper considers some key issues in
designing subsidies for employee contributions, including settirig a contribution scale,
addressing the problem of rate tiers in employer benefit plans, improving targeting of
the subsidies, and evaluatmg employer benefit packages

i

|

!
i
i
i
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THE POTENTIAL FoR CROWD-OUT UNDER COVERAGE EXPANSIONS

Current Coverage of Modest Income Chrldren

E

' ~

}

Table 1 shows prrmary sources of coverage for chrldren under 18 in 1995. Most 60%,

had employer-based coverage, almost always as dependents.” Another 20% had public

coverage, such as Medrcald Medicare, or CHAMPUS. Another 6 percent of children
had private non-group coverage or were covered through someone outside the
~ household, such as an absent parent. 'The remaining 14 percent Iof children were
~ uninsured. This figure i includes almost 3 million children who were eligible for Medicaid
under mandatory Federal income standards but were not reported as covered.®

Table 1.

i

Source: II-[PS analysrs of March 1996 Current Population Survey.

|

i

|
E Prlrnary Sources of Coverage, Chlldren Under 18, 1995
L .

: | Number (millions)} | - Percent
Employer-based | | 42.9 60.3%
Public | 141 '19.8%
Private nongroup ¢ or other prwate 44 6.1%

. |Uninsured i 'f‘ ‘ 9.8 13.8%]|.
Total | ! 71.2 100.0%|

Note. Children thh multiple reported coverage sources are assigned to a pnmary source in the
following sequence employer-based, public, private nongroup.

Table 2 shows coverage by income. At any income level, most cluldren who are not
enrolled in Medrcard or another public program have employer coverage. In the absence
of restrictions, even a new program targeted solely at children below 150 percent of FPL
would potentially ; reach more children with current employer coverage than uninsured
children. The ratio would rise as the income maximum for the program rose. Among
children between 150 percent and 200 percent of FPL, for example, there are 2.7,
children with employer coverage for every one unmsured

o

Table 2‘ Chrldren Under 18 by Primary Source of Coverage and

b

|

| . Family Income, 19%

(Percent w1th coverage source mtlun income group)

% of FPL Employer Public TPrivate non- |Uninsured |Total

‘ coverage ‘ |group . - . ,
Under 100% | 13.3% © 61.1% A41%} . 21.5% . 100.0%| -
100-149% 5 38.3% 28.2% 87% | = 24.8% 100.0%

7 About 156, 000 workers under age 18 had coverage rhroug,h their own employrnent
¢ This figure includes both chlldren who did not obtain Medicaid coverage and children who did obtain
coverage but whose coverage was not reported by the survey respondent '

Employer Coverage and the Chrldren s Health Insurance Program Under
the Balanced Budget Act of 1997 Options for States
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100.0%]|

150-199% | 58.3% 13.6% 7.7% 20.4%

200-249% | 71.6% 8.0% 7.5% 12.9% 100.0%|
250-299% ! 77.3% 5.0% 7.8% 9.9% 100.0%| -
300% and over i 87.6% 2.0% 5.2% 5.2% 100.0%) -
Total I ’ 60.3% 19.8% 13.8% 100.0%

|

}

6.1%

Source: IHPS} analyfsis of March 1996 Current Population Survey.

Note. Children wzth multiple reported coverage sources are assxgned to a primary source in the
foHowmg sequence -employer-based, public, private nongroup

!

In addition, there : area substantlal number of unmsured children who could have been

covered either under employer plans or under Medicaid. Table 3 shows, by income, the

* proportion of umnsured children with potential available coverage. Almost 28 percent
of uninsured chxldren were eligible for Medicaid under mandatory Federal standards.
In addition, 17 percent of uninsured children —almost 1.7 million— have a parent with

- employer coverage. Most of these children could presumably have been covered as

however, their parents might

dependents under their parents’ plans. As will be seen,
much or all of the cost of such coverage

have had to cover

|

|
i
{
1

I
!
I
|
i
!
3
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Table 3. I’ercent of Uninsured Children with Potentral Coverage by

| Family Income, 1995
. , ‘ :

Percent of FPL E Medicaid eligible | Parent has employer coverage

| o . :
Under 100% s 721% ? 5.6%
100-149% - . 16.1% : ; 17.7%
150-199% - - L ~ 2.0% L 17.5%
200-249% - 1 1.5% ] ’ 26.4%
250-299% i 0.1% : 27.4%
300% and over - | | 0.7% A 32.2%
All incomes | ; ‘ 27.9% : 17.1%

Source: IHPS analysxs of March 1996 Current Populatron Survey

- Note: Chrldreln are classed as Medicaid-eligible if (a) they were reported as receiving welfare but
not Medrcald {b) they were under age 13 and had family income below 100% of FPL; or (c) they
were under age 6 and had family income below 125% of FPL

| :
Many more chlldren have parents who were eligible for an employer plan but declined
coverage both for themselves and for their dependents. Table 4 shows a preliminary
analysis of data from the first round of the 1996 Medical Expendrture Panel Survey
(MEPS) conducted by the Agency for Health Care Policy and Research. Of uninsured
children, 42 percent had parents who were themselves covered through employment or
who had declined ‘avallable coverage. '

AR,

Table 4. f Umnsured Children by Coverage Status of Parents, 1996

, - ’ Number (mﬂhons) Percent
Uninsured children in parent-headed household' 96 100.0%
One or both parents has emploYer coverage 21 22.4%
One or both parents declined employer coverage 1.7 1 18.0%
No employer coverage available 5.7 59.7%

. H i
st .

Source: H{I’Séanalkr;sis of data from Medical Expeoditure Panél Survéy, 1996 Panel, Round 1.

"Includes onlv cluleiren identified as natural or adopted children of the reference person in the
surveyed household omits an additional 1.4 million uninsured children not living with parents or
whose parent was not the reference person in the household. Income breaks are not included in -
MEPS data avarlable at this writing. . ;
i
The MEPS f1gures are sl,lmllar to those found in a 1993 RAND survey of families in
Colorado. Of umn‘sured children below 185 percent of poverty, 38 percent had access to
employer coverage This included 14 percent whose parents had covered themselves

and not dependents and 24 percent whose parents had dechned coverage ent1re1y

° Data supphed by Co orado Depdrtment of Health Care Pohcy and Fmancmg, May 1997

. g : .
Employer Coverage and the Children's Health Insurance Program Under - IHPSO September 4, 1997
the Balanced Budget Act of 1997 Options for States 1 . " Pages

|

H i




Parents Declining Potential Coverage of Children

Why are so many children not receiving available employer coverage? The most likely
explanation is cost. Many employers contribute more generously to health benefits for
workers than to coverage of their dependents. In addition, the premium structures of
some health beneﬁt plans may discourage enrollment by certain types of families.
Employee contnbutxon requirements. Table 5 shows premiums and contribution
levels reported inja ten-state survey conducted in 1993. While the average employee
contributed 18 percent of the cost of his or her own health coverage, employees
contributed an average of 36 percent of family premiums. The difference between
average single and family premiums was $250, while the difference between employee
contributions for single and family coverage was $113. The average employee was,
then contnbutmg 45 percent of the incremental cost of covering dependents.

Table 5. E PIOVISIORS of Employment-Based Health Insurance Plans
lm Ten States, by Employee Earnings Level, 1993

Annualized earnings level!
. Less than $14,000 | $14,000 or
: e Al f more
Average single premium (monthly) - ’ ‘
Total (3) . 5153 5145 5156
Employee share (%) ' - 18% 24% v 17%
Employee share ($) ' $27 - $32 . %25
|Average family prenuum (monthly) ' '
Total ($) — $403 $385 $409
Employee share (%) 36% 42% 34%
Employee share (%) $1 40 $154 | $136

Source: RAND tabulatlons of the Robert Wood Johnson Foundatxon 1993 Employer I—Iealth
Insurance Survey
|

'For hourly x;vo;kérs, reported hourly earnings are annualized using formulas.
i : L

Current employeé contribution amounts are probably very similar to the 1993 data
shown here. While there is a widespread perception that employee contribution
requirements for famlly coverage have recently been escalating, available data indicate
that this is not the case. KPMG's annual survey of employer plans, for example, shows
that the average worker’s contribution for family coverage rose from $109 in 1993 to
$116 in 1997, an increase of less than 1.6 percent per year (less than the rate of general
inflation).10 i :

!

1 KPMG Peat Marwxck 1Health Benefits in 1997. Data in this report also indicate that from 1993 to
1997 employee contnbutwn requzrements for family coverage rose less rapzdl y than for single coverage.

Employer Coverage and the Children’s Health Insurance Program Under . H{P‘So September 4, 1997
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Even if the overall ratlo of family to single contributions has remained stable or even
dropped slightly, the averages mask very substantial differences in the costs faced by
workers in different firms. As table 6 shows, a small percentage of workers paid
nothing towards dependent coverage, while 25 percent of workers faced required
contributions of $200 a month or more. Lower-wage workers were somewhat more
likely to work for flrms having contnbutlon requirements at the higher end of the
distribution.

|
1
I
|
!
|

Table 6. D\lstnbutlon of Employee Contributions for Family Coverage

in Ten States, by Employee Earnings Level, 1993

b ' Annualized earnings level!

Employee contributioo All " | Less than $14,000 $14,000 or more
No employee contrlbutlon 13% 11% | 14%

$1 - 49 ] 11 9 12

$50 - 99 T 20 18 ' 21

$100 - 149 ! , - 20 21 19 .
$150 - 199 S 11 ' - 13 11

$200 or more P ' 25 30 - 24

Source: RAND tabulations of the Robert Wood ]ohnson Foundatlon 1993 Employer Health
Insurance Survey : |

'For hourly V\Ilorkers, reported hourly earnings are annualized usmg formulas.

-

Family structures and rate tiers. The expenses faced by parents in covering their
children through an employer plan depend, not only on the employer’s contribution
policies, but also on the plan’s rate tiers: the way in which it establishes prices for
different types of famlhes Some plans offer a choice only between employee-only
coverage and family coverage, while others have more categories: employee-plus-
spouse, employee-plus-children, and so on. Larger employers make their own
decisions about rate structure, while small groups must generally accept the plans
offered by health insurers. (Some state small group reform laws require insurers to -
offer a specific set'of rate tiers.) The rate structure adopted by an employer can have
an important impact on the effective cost to a parent of covering a child.

: : S
Table 7 shows a breakdown of participants in the health plan of a hypothetical group-
with 100 employees, along with the actuarial value of coverage for each type of

participant.

i
|
i
\
\
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: Table 7. Hypothet1cal Breakdown of Cases and Costs
in a Group with 100 Members

|

- j Cases Price
Employee only 45| $ 2,000
Employee + 1 child 4 % 2,800
Employee + 2 or more children . 6] % 4,200
Employee + spouse 15| % 4,000
Employee + spouse + 1 child 8- $ 4,800
Employee + - spouse + 2 or more children 22 $ 6,200

Table 8 shows the actual prices that m1ght be charged if the plan adopted alternative
rate structures. Under Plan A, a single mother with one child would face the same
premium as a two-parent family with several children. If, as is typical, the employer
contributed half of the difference between the single and family premium, the effective
cost to the motheriof addmg coverage for one child would be $1,466; the cost to a

~ coworker of adding a spouse and five children would be the same amount. The single
mother would fare even worse under Plan B, paying $1,640 to cover her. child.

i
:

Table 8. Premiums Under Different Rate Strﬁgtmes, Hyﬁothetica_l Group

Plan A
Single $ 2,000
t | Family $ 4,931
i |Plan B
| Single $ 2,000
' | Couple $ 4,000].
- | Family $ 5,280
[PlanC :
i | Single $ 2,000
‘ Single + 1 dependent $ 3,747
; | Single + 2 or more dependents $ 5,556
. [Plan D
' | Single $ 2,000
| Single + children $ 3,640
. | Couple $ 4,000
| | Couple + children $ 5,827

¥

H

Larger firms are beginning to adopt larger numbers of rate tiers, possibly in order to
encourage two-worker'families to split coverage between their two employers.!! The

—
! For example, suppose a woman with a husband and two children works at a firm with plan Dj the firm
.pays employee-only coverage in full, plus 50 percent of the incremental cost for dependents. The husband
works at a firm that pays 80 percent of the cost for employee-only coverage. If the wife covers the children
_ and the husband is covered through his own firm, total cost to the family is $1,220. If the wife elects full

family coverage, cost to the family i is $1,825.

Employer Coverage and thé Children’s Health Insurance Program Under

the Balanced Budget Act of 1997: Options for States
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General Accountmg Offrce has reported the following breakdown for large firms in
1995: : |

P i

i : . ‘ : .
Table 9. Coverage Tiers for Major Firms in 1995
|

L

Two tiers : A 24%
Three tiers 45%
Four tiers 24%
Other, including no Employee contributions | 7%

\’ Source: U.S. General Accounting Office, Employment-Based

' Health Insurance: Costs Increase and Family Coverage Decreases,

 GAO/HEHS-97-35, Feb. 1997, p- 16, citing Hewitt Associates,

' Salaried Employee Benefits Provided by Major U.S. Employers

(in 1995 1996.

|
Smaller firms may be Iess likely to have adopted multiple tiers. In any case, the effect
of rate structures on coverage of children is uncertain. While small families in firms
with a two-tier structure face high costs for coverage of a child, large families benefit.

- The reverse is true in multiple-tier structures. The relative numbers of winners and

losers cannot be assessed with available data. However, it is likely that rate structures
affect workers’ dec1smns about whether to obtain coverage. for dependents

‘l&&ﬁ.“a

Likelihood of Crowd—Out Under Coverage Expansmns

How likely is it that a coverage expansmn would result in crowd-out at the levels
observed under Medicaid? However income levels are established for an expansion,
clearly more at higher levels have access to employer plans than the Medicaid
expansions did. But there are a number of factors besides the mere existence of
employer coverage that could affect the rate of coverage shifts.

Effect of sliding-scale premiums. CHIP legislation allows states to impose some
premium costs onlall but the lowest-income families. ‘Instead of facing a choice
between paying for dependent coverage under an employer plan and obtaining
Medicaid for free, many parents would instead face at least some costs under both
options. Even if the public program were somewhat cheaper, inertia or a desire to keep
the entire farruly under a single plan might prevent families from shifting their children
for a small prlce advantage 12 .

However, dependmg on the premium structure of the public program, the potential
savings for many f farrnhes could be considerable. Some proposals would offer free, or
virtually free, coverage well up the income scale.
Even requiring somewhat larger contributions (i.e., 5 percent of family income) from
families at 150 percent of poverty could still be significantly less costly than employer
coverage. Tables 10 and 11 provxde an example.

I .

P ,
" This paper uses the term “public program” to include systems that provide publicly funded subsidies for
private coverage as \vell as those that provide coverage directly through Medicaid or another public plan.

» Employer Coverage and the Children’s Health Insurance Progtam Under IHPS- September 4, 1997
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Table 10 1llustrates a linear sliding scale prémium structure under which famrhes up to
150 percent of FPL pay. 1 percent of the cost of coverage (the approximate amount
allowed under the CHIP legislation), while families at 250 percent of FPL pay the full
cost of coverage. Costs are shown for coverage of two children in a two-parent family,
assuming annual prenuums of $800 per child. Expressed as a percentage of total
family income, required family contributions range from 0.1 percent at 150 percent of
FPL to 5 percent at the: ‘top of the scale. (A state’s sliding scale might in fact need to
“cap out” at a lower 1eve1 e.g., 4 percent income amounts, so as not to violate the 5
percent limit on total cost-sharmg for those above 150 percent of poverty. However, as
we discuss later, a state might want to be able to separately reimburse for excess
copayment expenses )i

|
[ '
. ]

~Table 10. Farnrly Contribution for. Two Children as Share of Family Income,
© Public Program with Linear Sliding Scale
! from 150% to 200% of Federal Poverty Level

Cost as % of

Family An'nual Family share Farruly cost, 2 Sub_s1dy cost

income ‘as income: | under public | children, $800 family income

% of FPL ‘ program premium

| ;

150% $ 24,075 1%| $ 16 . $ 1,584 0.1%|

160% $ 25,680 20% $ 320 - $ 1,280 1.2%

170% $ 27,285 40% $ 640 - $ 9% 2.3%

180% - $ 28,890 60 % $ 960 - $ 64 3.3%

190% $ 30,495 80% $ 1,280 $ 32 4.2%
'1200% $ 32,100 100% $ 1,600 $ 5.0%

Note: Based dn 1997 poverty income guideline of $16,050 for a family of four.

Table 11 shows how the same. famrhes might fare under dlfferent employer contribution

~ schemes. The table assumes that the employer has adopted Plan D under table 8: that

is, a married couple can add its children to coverage for a premium increase of $1,827.
Thus, in an employer that covers 80 percent of the incremental costs for dependents, the
cost to the family of covering the children is $365; if the employer covers only 50 ,
percent, the cost to the family is $914, and so on. Some families at higher income levels
do much better under the employer plan than they would under the sliding scale in
table 10. Others, however, do much worse. The lowest income workers in firms that

" contribute nothing towards dependent coverage would face annual premium costs of
as much as 7.6 percent of family income, compared to alrnost nothmg in the public

program.

: : |
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Table 11. Famxly Contributions as Share of Famlly Income
Under Varying Levels of Employer Contributions

;Famlly cost with employee contnbutmn_equal to--

20% 50% 100%

Famﬂ}ir coet=$365 ‘ Family cost=$914 . Family cost=$1,827

Family|Cost as % of |Excess Cost as % of |Excess Cost as % of [Excess
income|family ! [(savings) family (savings)  |family (savings)
as % |income | |over public |income over public |income over public

of FPL | |program , program program

!

150% 15%)| | 15% 38%  3.7% 7.6% 7.5%

160% 1.4%| 0.2% 3.6% - 2.3% 71% 5.9%

170% - 1.3%] , -1.0% 3.3% 1.0% 6.7 % - 4.4%

180% 1.3%( . - -21% 3.2% -0.2%] 6.3% 3.0%

190% 1.2%] . -3.0% 3.0% -1.2% 6.0% 1.8%

200% 1.1%| -38% ' 28% ,-21%, 57% 0.7%

!
t

Again, the tradeoffs for. any particular famﬂy will depend both on the employer s
contribution scheme and the subsidy scale of the public program. Many previous
coverage expansmn proposals include provisions to prevent employers from modifying
their current contnbuhons, the efficacy of such provisions is discussed below.
However, even if all employers kept their current arrangements'in place, many low-
income families would face very strong incentives to shift coverage for their chlldren

Rate structures. The rate tiers adopted by employers could have a significant effect
on parents’ decisions to shift children to a public program The possible effects vary for
different families w1th dxfferent employers.

For example, a smgle pare’nt with one child may be disadvantaged under employer
plans with only two tiers, or plans that charge by number of dependents regardless of
whether they are adults or children. If the public program charges a fixed premium for
each child covered, this parent might find the price in the public program attractive
even if the employer contributed relatively generously to dependent coverage. On the
other hand, a two-parent family in an employer with only two tiers would have no
incentive to shift the children, because the cost for covering the spouse would be the
same with or Wlthout the children. But the same family might well have incentives to
shift the children if the'employer adopted a multiple tier scheme under which the
incremental cost for children was charged separately.

Stigma. Enrollment of children under recent Medicaid expansmns is thought to have
been limited by the “stigma” associated with Medicaid. As was noted earlier, nearly
three million children within Medicaid income limits were not reported as covered in
1995. While the flgure reflects some undercounting, as well as lack of awareness of the
Medicaid option among many parents, it has long been known that some parents are
Employer Coverage aLd the Children’s Health Insurance Program Under - THPSs September 4,1997
the Balanced Budget Act of 1997: Options for States , Page 14
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|
reluctant to apply for Medicaid because they associate it with welfare. The application
process may be complex and intrusive; providers may limit access for Medicaid
beneficiaries; and parents may not wish the community to know that they are receiving

a “welfare” benefit.!* Stigma may also have limited the crowd-out effect. About 2

mﬂhon children below the poverty level had employer coverage in 1995; of these, 72 -
percent were under age 13 and could have qualified for Medicaid. Some of these
children may have been in plans that covered the full cost of dependent coverage.
However, it appears that at least some very low-income parents were willing to
conmbute to employer prermums rather than move their chﬂdren to Medicaid.

i

Parents at slightly 4h1gher income levels might be even less wxlhng to shift their children
to a new public program, but only if the program was perceived as resembling
Medicaid. If a program had a different name, allowed mail-in or other simplified
applications, and contracted with health plans also serving employer groups (unlike the
- separate plans used in some Medicaid programs), there might be no stigma at all
attached to participation. Even if the program was operated as a Medicaid expansion
but included shdmg scale premiums, stigma rmght be markedly reduced. (The
Medicare experience suggests that individuals paying any premium, no matter how
heavily subsxdlzed do not conceive of themselves as recipients of public largesse )

Splitting fanulxes All other thmgs being equal, most families would presumably
prefer to have the entire family covered by a single health plan. Multiple coverage:
sources, espec1a11y in the era of managed care, can mean that different family members
would have to use different medical care providers and that families would have to
learn to negotiate several different sets of rules for accessing care. For many families,
this factor might override price advantages and discourage shifting of children to
public programs. I—Iowever, many employers are already adopting policies intended to
encourage split coverage among two-earner families, such as excluding coverage of

. spouses who have access to employer coverage through their own work, adopting
multiple tier systems, and even paying bonuses to employees who decline dependent
coverage. 14 In 1996, 13 percent of children with employer coverage had parents who
were in two different employer plans.!s Thus, a number of workers are accustomed to
the idea of sphtt:mg their families among multiple plans. Reluctance to split the family
is likely to be a contmumg factor in limiting crowd-out, but its importance might -
diminish over time. If families did split coverage to take advantage of a public
children’s program the effect would be, not only replacement of employer dollars, but
also potentially some barriers to access. In order to receive medical benefits, families
that already have difficulty dealing with the bureaucracy, access rules and provider
networks of one health plan would have to learn to maneuver in multiple plans.

¢
i
B

l i.

B In Minnesota, some! parents with Medicaid-eligible children, especlally in fural areas, will pay a
premium to enrol! the children in MinnesotaCare rather than apply for free Medicaid coverage at the welfare
office. Personal communication, Kathleen Henry, Director, Health Care for Families and Children,
Minnesota Department of Human Services.

1 U.S. General Accountmg Office, Employment-Based Health Insurance Costs Increase and Family

, Coverage Decreases, QAO}‘HEHS -97-35, Feb. 1997.

'* IHPS analysis of data from Medical Expenditure Panel Survey, 1996 Panel, Round 1.
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FIREWALLS . l
Restrictions Under CHIP

The CHIP legislation sharply restricts the ability of states to use the new Federal funds
to assist children already covered under employer health plans Federal funds to states
would have to be used chiefly for Medicaid expansion or prov1sron or purchase of
health benefits coverage for “targeted low-income children.” These are children under
age 19 with family income below 200 percent of poverty.or, if higher, 50 percentage
points above the applicable Medicaid limit in the state (mcludmg any higher limit
established by the state under a waiver or under the 1902( r) income methodology rule)
as of June 1, 1997 | ;

As we discussed i ln the‘ Appendix A, CHIP does allow buy-in to employer plans.
However, “targeted” children do not include children who are already covered by a
group health plan' The language is at 2110(b)(1):

(1) IN GENERAL Sub]ect to paragraph (2), the term “targeted low-income

child' means a child—- ‘
(C) who is not found to be eligible for medical assistance under title XIX
or covered under a group health plan or under health insurance coverage
(as such terms are defmed in section 2791 of the Pubhc Health Service
Act).

(2) CHILDREN:EXCLUDED- Such term does not mclude--
(B) a child who is a member of a family that is eligible for health benefits
coverage under a State health benefits plan on the basis of a family
member s employment with a public agency in the State.

Thrs provision does not restrict coverage of children who are eligible for, but not
actually covered under, an employer plan at the time they apply for child health
assistance. (As was shown in Table 4, approximately 40% of uninsured children have a
parent with access to employer coverage.) Such children fit within the definition of

“targeted” low-income' children; the only exception is for children ehgrble for a state
employee plan. However, low-income children who are actually receiving coverage
under an employer plan are not “targeted” low-income children, but “other” low-
income children.'¢ (The p0331b1hty that a state could provide at least some hrmted
assistance to “other” chlldren wﬂl be discussed below.)

In addruon to allowmg assistance for chlldren who have access to—but are not enrolled
in—employer plans, CHIP does not require retrospective review of coverage. This
means that a parent could drop a child from employer coverage during an annual open
enrollment periodiand immediately apply for public assistance. Thus, if a state were
merely to adopt the specifications contained in CHIP, it might merely delay, rather than
prevent, large-scale shifts from private to public coverage.

N +
I

! !

'6 Note-that the income limit for “low-income” children who are not “targeted low-income”

children is deﬁned (21 lO(c)(4)) as 200 percent of poverty, even in States with a higher Medicaid income
limit. . .
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However, CHIP reqmres that states take some further steps to address this problem.
The state plan for CHIP that must be submitted for Federal approval must describe the -
- procedures the state will use to ensure “that the insurance provided under the State
child health plan does not substitute for coverage under group plans.”!” In meeting
this requirement, most states are likely to consider establishing more stringent firewalls.
This option appears to be explicitly contemplated by the legislation; state eligibility
standards may explicitly include standards relating to “access to or coverage under

other health coverage.”18
‘ |

This section reviéws the various firewalls adopted by states, or included in the Federal
legislative proposals that were the precursors of CHIP and considers their likely

impact.

o
State Programs |
E

As was noted earlier, many states have already undertaken some form of children’s
health insurance initiative. Some of these states have attempted to address the crowd-
out issue, chleﬂy through the use of firewalls. The following discussion reviews the
efforts only in six states that have established comprehensive programs—that is,
programs that mclude mpatxent coverage~—for children above Medicaid levels 19

~ Florida’s Healthy Kids program provides coverage through. contracting health plans to
children of school age enrolled through a school-based system. 'Eligibility for prermum
subsidies is limited to children eligible for the Federal school lunch program (which -
provides free meals up to 130 percent of FPL and reduced price meals up to 185
percent of FPL). All families must make some premium contribution, on a scale
developed by individual communities; on average, families pay 35 percent of program
costs.2? Children must be ineligible for Medicaid at the time of application, but there is
no exclusion of children covered through other sources. (The precursor demonstration
program required, apphcants to have been uninsured for 6 months; this requirement

was dropped early on, on the grounds that it was too punitive.)

Minnesota’s anesotaCare provides coverage through contracting health plans to
entire families (mcludmg adults) below 275 percent of FPL. The family pays a fixed

percentage of gross family income for coverage; the percentage ranges from 1.5 percent -

for the lowest income families to 8.8% for families at the upper end of the scale.
Apphcants are excluded if (a) they had any form of health coverage in the 4 months
prior to application, or (b) they had access to employer-subsidized coverage at any
time in the 18 months prior to application.?! Employer-subsidized coverage is defined
as a plan under whichithe employer pays at least 50 percent of the cost for the employee,

|
7 Sec. 2102(b)(3)(C). |
®Sec. 2102(b)(1). | | |

' Programs that have br0v1ded outpatient-only coverage are not discussed, on the grounds that parents are

less likely to shift children from comprehenswe employer coverage to a limited ambulatory plan. Programs
that are basically Medicaid expansions are also omitted; these programs are sub_]ect to the Medicaid rules

regarding available employer coverage, discussed above.
2 Florida Healthy Kids Corporation, Annual Report, Feb. 1997.

2! These restrictions do not apply to children below 150% of FPL. These children are Medicaid-eligible
under anesota’s waiver and can choose between Medicaid and MinnesotaCare coverage.
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regardless of contrlbutlons towards. dependent coverage. So long as children are eligible
to enroll in the employer plan, they could be excluded even if the employer contributed
nothing to their coverage. The exclusion does not apply if employer coverage is lost
because of death, disability, or termination of employment (for reasons that would not
disqualify the individual for unemployment benefits). However, the exclusion does
apply if coverage is lost because the employer terminates health coverage as an
employee benefit. : ‘ l

New Jersey’s Health Access program provides subsidies for private nongroup
coverage for children below 250 percent of FPL. (The program was closed to new
enrollees at the end of 1995 although new slots will be opening in 1997.) Children are
ineligible if they had employer group coverage at any time during the 12 months before
applying. The exclusion applies even if the employer, rather than the family,
terminated the coverage and regardless of the amount of the employer contribution.
Pennsylvama s Chrldren s Health Insurance Program offers coverage through
contracting insurers to children below 235 percent of FPL through age 5 or below 185
percent through age 15. Families below 185 percent of FPL pay nothing; those between
185 percent and 235 percent pay 50 percent of the cost. Applicants may not
participate if they are eligible for other coverage. <

Tennessee’s TennfCare, program offers coverage in contracting health plans; enrollment
is now closed except for children with no access to other coverage, workers displaced by
plant closings, and individuals rejected as uninsurable by insurers. Coverage is free
below 100 percent of FPL, with sliding scale subsidies up to 400 percent of FPL.
Children are defined as having access to coverage if an employer plan is available,
regardless of benefits or contributions.

Washmgton s Bas1c Health Plan (BHP) offers coverage in contracting health plans to
any individuals (mcludmg adults) or families wishing to enroll. Required premium
contributions are a flat $10-$15 per month for participants below 125 percent of FPL,
then rise on a sliding scale up to 200 percent of FPL. No premium is imposed for
children below 200 percent of FPL; they are eligible for Medicaid under Washington’s
section 1115 waiver but are enrolled in BHP if the rest of the family enrolls. Businesses
can enroll employees i m BHP by paying a monthly contribution of $45 per employee.
(As this amount often exceeds what a low-income employee would have to pay if
enrolling in BHP drrectly, this option is rarely used.) There are no restrictions to
enrollment on the basis of current or prior alternative coverage. However, enrollment in
the program is capped at 130,000 non-Medicaid part1c1pants and there is currently a
waiting hst of 90, 000 appllcants
| _

In summary, and Speakmg only of employer coverage:

Two states (Florida and Washington) have no rules to restrict coverage shifts.

One state (New Jersey) excludes applicants who were enrolled in employer coverage

during a fixed _period before application.
e Two states (Pennsylvama and Tennessee) exclude appllcants who are eligible for

employer coverage at the time of application.
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e One state (anesota) excludes applicants who were elzgzble for employer coverage
durmg a fixed perxod before application. :

The Minnesota rules warrant particular attention because at least two features have
been adopted in some current Federal proposals.

First, it is the 0nly|state that considers the employer’s contribution level before
excluding a child from,coverage; the other states may exclude a child if the employer is
offering coverage but makmg no contribution to the health plan. Note, however, that
Minnesota examines the contribution for the worker, not for the child. The 50 percent
threshold screens out the least generous employers, but many employers contributing.
more than this amount for employee-only coverage may contribute little or nothing to
dependent coverage. The chﬂdren would nevertheless be ineligible for MinnesotaCare.
|
Second, Minnesota looks retrospectively at the child’s access to coverage and may
exclude some children who are no longer eligible for an employer plan at the time of
. application. A child may be excluded if the parent has voluntarily moved from an
employer that offers dependent coverage to one that does not. More importantly, the
child may be excluded'if the employer has modified its benefit plan in the past 18
months. If an employer eliminates dependent coverage, the child must wait 18 months
before becoming eligible for MinnesotaCare. If the employer reduces its employee-only
. contribution from|55 percent to 45 percent the chlld must agam waxt 18 months for
MinnesotaCare eligibility. =

The aim of this provrsrclm is to discourage employers from modifying their plans in an
attempt to take advantage of the availability of MinnesotaCare. Because ERISA
prevents the state from regulatmg employer plans directly, it must do so indirectly, in
effect penalizing the families in the expectation that they will put pressure on their
employers not to reduce benefits.22 Whether the provision is actually working is
uncertain. States attemptmg to buy into employer plans on behalf of Medicaid
beneficiaries have found it difficult enough to verify current availability of employer
coverage, much less ascertain availability of coverage 18 months before application.??
However, Minnesota has enacted legislation that will require inclusion of coverage
information in payroll tax reporting; this may improve the ablhty to track applicants’
coverage over time. .

-How well have ﬁrewalls worked in the states that have adopted them? There has been
little systematic analysis of the extent to which participants shifted from other coverage
or employers mochfred their benefit plans in response to the availability of pubhc

subsidies. i

i
|
B

2 That similar provnsnons have appeared in some Federal proposals, even though Federal legislation could
regulate employer plans d;rectly, presumably reflects a reluctance to impose any form of employer
requirements.

? The Medicaid experlence'ls revxewed in Institute for Health Policy Solutions, Improving Health Care
Coverage for Low-Income Children and Pregnant Women: Optimizing Medicaid and Employer-Financed
-Coverage Re:'ations, Washington, November 1996. ’ ‘
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Florida, which has no firewall, did inquire about prior coverage in a survey of 1300
participating families.2 Of these, 93 percent reported no coverage in the preceding 12
months. For the re‘mammg 7 percent, reported previous sources of coverage were:

Medicaid or Title V41% i

Employer group30% oo ‘ ?

~ Private nongroup 20%

CHAMPUS 4%
At least two factors mafy have contributed to the very low rate of reported crowd-out.
First, premium charges to families are not insubstantial; per child costs for families
between 133 percent and 185 percent of poverty are $15 to $25 per month. Second,
Florida has the eighth lowest rate of employer coverage for the nonelderly in the nation,
56.1 percent compared to a national average of 63.8 percent.?> *

Minnesota reports that of anesota Care participants, 13% had employer coverage It
is not certain how many of these qualified because their employer contribution was not
large enough to disqualify them. Further, these data are not available by income;
however, 72% of a;D Minnesota Care recipients are under 150% of poverty.

o
State officials contacted were generally of the view that their programs created httle
incentive for coverage shlftmg

. Washmgton, although it has no formal restrictions on coverage-smftmg, believes
 that such shifts are rare; because of the long waiting list for applicants, anyone

dropping other coverage would have to wait a year or more before enrolling in the
Basic Health Plan.26

e New Jersey’s program was des1gned to meet a short-term crisis in the avaxlablhty of
private nongroup coverage and has served a very limited number of applicants.
The state has received some complaints about the unfairness of its exclusion of
individuals requn'ed to make large contributions under employer plans.?”

» Tennessee believesithat its subsidy structure is such that few applicants face lower
costs under TennCare than they would under private employer plans.?®

No state was able fo provide any information about employer responses. Minnesota

did report some anecdotal accounts of newly formed businesses choosing not to offer
health benefits because of the availability of MinnesotaCare.

I
,
|
I
t

# Personal communication,‘Elizabet‘h Shenkman, Ph.D., principal investigator, Healthy Kids Program
Evaluation, University of Florida, Gainesville. '
» Employee Benefit Research Institute, Sources of Health Insurance and Characteristics of the Uninsured,
EBRI Issué Brief No.!179, Washington, Nov. 1996.
% Personal communication, Gary Christenson, Administrator, Washington State Health Care Authonty
7 Personal commumcat;on Kathleen Brennan, New Jersey Health Access, Department of Health and Senior
Services. :
% Personal commumcatlon Gmger Parra, Tennessee Department of Finance and Administration.
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Federal Proposdls
- A number of the chrldren s health insurance bills mtroduced in the 105" Congress before
the adoption of CHIP contained firewall provisions, as did the children’s health
packages passed by theé House and Senate before the conference agreement on CHIP.
The following is an overview of provisions related to employer coverage in these
~ packages and in three o'ther proposals that received wide discussion earlier in the year.

H.R. 2015 (Kas1ch) Balanced Budget Act as passed by House Provided funds to
states to expand Med1ca1d subsidize individual and group premiums, or otherwise
extend coverage or direct services to children. The state would have been required to
assure that coverage under its program did not substitute for coverage under group
health plans. In states choosmg to pay group health plan prermums, the Secretary of
HHS would have estabhshed when it would be permissible to pay contributions for
- coverage of the entire family, using a cost-effectiveness test similar to that under
- current Medicaid. | A child in a group health plan could have been limited to the
benefits available under that plan, in place of minimum benefits required for child
health programs, and coverage could have been subject to pre-existing condition
limitations (to the extent permitted by the Health Insurance Portablhty and
Accountab1l1ty Act of ‘1996 or HIPAA). L
Senate amendment to/H.R. 2015. The Senate amendment would have allowed
Federal funds to be used only for Medicaid expansion or for provision or purchase of
health insurance, and only for children below 200 percent of FPL. The state would have
been required to assure that coverage provided under its program did not “reduce the
number of children who are provrded such coverage through any other pubhcly or
privately funded health plan
| : :
S. 13 (Daschle), Chlldren s Health Coverage Act. Provided premium discounts
(recovered by msurer/ employer through federal tax credits) on‘a sliding scale for
children in famrlres w1th gross income up to $75,000. The discount could have been
applied to employee contr1but10ns for family or children’s coverage. A child would
~ have been ineligible to partrc1pate if the parent’s employer offered a plan in the last 12
months under which the employer paid 80 percent of the premium for family or child
coverage (for children up to 200 percent of FPL), or 50 percent (for children at 200-300
percent of FPL). The exclusion would have been waived if the coverage was lost
because of lost employment or because the employer terminated the plan (but only if
the health plan was terminated because the employer ceased operatrons, or for other
reasons unrelated to the avarlabrhty of the subsidy program). Employers would have
been prohibited from varymg contributions on the grounds that a child was eligible for
a subsidy; an employer could have eliminated all contrrbutrons'for all employees.

S. 525 (Hatch)/H.R. 1263 (Pallone)/H.R. 1363 (]ohnson)/H.R. ,1364 (Johnson), Child

Lower Deficit Act. Provided grants to states for premium

Health Insurance|and:
assistance and/or direct contracts with community health centers and similar entities.
The premium subsidy ¢ could have been applied to employee contributions for an
employer plan, but only for the part of the contribution attributable to the child. The
subs1dy would not have been available if the child had been covered under an employer
ol | - -

L

|
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plan in the 6 months prior to application, unless the coverage was terminated by a
change in employment. Employers would have been prohibited from varying
contributions on the grounds that a child was eligible for a subsidy; an employer could
have eliminated all contributions for all employees.

S. 674 (Chafee)/H.R. 1'491 (Dingell ), Children’s Health Insurance Provides
Security Act (CHIPS). Allowed optional expansion of state Medicaid plans and
continuous ehglblhty for children, with increased federal matching. The only provision
related to employer coverage would have prohibited an employer from reducing
contributions for Medicaid eligibles; again, the employer could have eliminate all
contributions for all employees. As the expansion under the bill would generally have
operated under current Medicaid law, the existing provisions for buy-in of employer
coverage when cast-effectwe would have applied.?®

Potential Effects of Firewalls

The range of firewall provisions included in CHIP or potentially adopted by states in
implementing their CHIP programs may be broken down into a few categories.

* Exclusion of currently insured children. CHIP requires this exclusion. Most
state programs allow an exception for children currently enrolled in private
nongroup coverage, and therefore exclude only children already in other public
programs or covered under employer plans. Note, however, that the CHIP
language excludes ¢hildren covered under any health insurance coverage as defined
in section 2791 of the Public Health Service Act; this definition embraces nongroup

- as well as group coverage

o Exclusion of chrldren covered in the recent past. CHIP does require but permits
states to make 'this exclusion. States could make exceptions for children who have
lost coverage l:{ecause a parent changed employment or an employer modified its
health plan. | :

e Exclusion of chlldren with current or past access to employer coverage. CHIP
does not require but permits states to make this exclusion. States could make an

exception for children ehglble for an employer plan under which the empioyer does
not make a spec1f1ed minimum contribution to premiums. (This exception is
dlscussed in the section on target populations for employee contributions, p.36.)

One additional form of restriction, included in earlier Federal proposals but notably
absent from the CHIP legislation, is maintenance of effort requirements or non-
discrimination rules for employers. As noted earlier, this is an option only under
Federal and not state proposals

While all of these opttons seek to reduce the potential for crowd-out they imply
different conceptions of why crowd-out might occur. Some focus on preventing
families from droppmg or forgoing existing employer coverage ‘because they find the

¥ The Balanced Budget Act makes Medicaid purchase of group coverage optlonal rather than-
mandatory, but retains the current section 1906 rules allowing such coverage only when cost-
effective. { ! :

: 1 , .
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public program more attractrve Others seek to prevent employers from modifying
their plans either drrectly or by temporarrly excluding families whose employers do SO.

The assumption in erther case is that families with access to an employer plan are less
in need of assistance than families without such access. This is made clear by the fact

- that few proposals prior to CHIP would have excluded current purchasers of private
nongroup coverage Except in the case of “uninsurable” children with serious medical
problems, any umnsured child could in theory be covered in the nongroup market
(although it may often have been impossible to find health insurance for children
without paying fo‘r coverage for the entire family). To exclude families that have
purchased such coverage while providing assistance to other famlhes at the same
income level would clearly be inequitable.?®

However, this argument applies equally to current enrollees of employer plans. As has
been discussed, many of these families must already pay a srgmfrcant share of family
income in the form of employee contributions. And economists would argue that they
are in fact paying the entire cost of their coverage: their health benefits are not simply
given to them by their employer but are part of a total compensation package.” They
have forgone hlghpr wages or other benefits to obtain them. Thus to foreclose them
from the pubhc program, or to discourage them from renegotiating their benefits; might
be seen as nnposmg a permanent penalty for the trade-offs they have made in the past.
While some farmhes would obtain a pubhc benefit, others at the same income would
have to maintain employer coverage, in effect at their own expense ‘

Whatever the strength ¢ of this view in equity terms, the counter- argument is clear.
Children's health programs represent a limited initiative meant;to address the
immediate needs of uninsured children. In the absence of firewalls, the ongoing erosion
in populations coverecl through employer benefits will accelerate. It is not clear,
however, that any‘ of the firewall options can in fact stem this erosron

CHIP does not, and states may not, directly regulate employer plans However, a
firewall adopted by a state may be designed to encourage employees to bargain for
continuation of their benefits. This is the purpose of provisions, under some state
programs and earl{rer Federal proposals, that employees who ceased to receive
employer contnbutrons for health benefits would be unable to cover their children under
the public program for 6 months, or 12, or 18. Rather than accept this break in
coverage, they wopld press their employers to maintain current plans. However, a
provision of this kind is easily gamed. For example, an employer could drop _
contributions to dependent coverage but provide an offsetting wage increase for the

duration of the exl:lusron penod

Even if all current beneflt plans could be maintained intact, a new public program
could give workers an incentive to shift from firms that offered'dependent coverage to |
ones that did not but paid higher wages, or from direct employment to some form of
contractual arrangement. It seems unlikely that many people would act on such
incentives in the short term Over time, however, people do change jobs, and it must be
: |
¥ Again, the CHIP provmxon does not prevent parents from droppmg exrstmg coverage and

then applying for assistance, although a State could establish a period-of-uninsurance
requirement. i ; , . !

| ; ) : !

; , :
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expected that the rnarket w1ll respond to the incentives established by large-scale
initiatives. If there is no advantage to workers who receive, or employers who offer,

compensation in the folrm of dependent health benefits, the structure of compensation
will gradually change

A comprehensive frrewall then, might fail to prevent erosion in, dependent coverage and
might principally e exclude from coverage children who nominally have access to
employer plans, but whose parents cannot continue to afford the required
contributions. A f1rewall poorly conceived could permanently preclude coverage of a
significant proportron of all uninsured chlldren those whose parents have access to -
employer coverage , -

One solution perrmtted under CHIP (see the discussion in Appendlx A) and adopted
in recently enacted Oregon legislation, would be to assist these children with the costs
of contributions, but not provide assistance for children already. enrolled at the time the
subsidy program | becanre available. The equity problem with this approach is clear:
workers who had a1ways paid for their children would receive no assistance, while other
workers in the same firm might receive subsidies. It is unlikely: that a large-scale
approach only luruts spendmg temporarily; over time excluded children would be
replaced by new ch1ldren qualifying under the rule. Ata rmmmum, however, this
approach might reach many uninsured children whose parents ] have access to employer
coverage and who might more readrly avail themselves of an approach allowing them
to enroll all famlly members in one plan. Some of these parents might be less likely to
obtain coverage for the1r children if they have to apply to a separate public program.
\ l
" For reasons both of eanty and of long-term stability, assistance would ideally be based
on ability to pay, W1thout discriminating on the basis of current coverage status. A
carefully des1gned subsidy program could help both modest-income families who are
already, at whatever drfflculty obtaining employer coverage for their children, as well
as those who have found themselves unable to take advantage of available employer
benefits. Ass1stance would need to be targeted appropriately to retain incentives for
workers to bargaln for,and employers to offer, health benefits, whrle reaching those

most in need. - ‘

Whether the CHIP legfslaﬁon allows this option is uncertain. Section 2105(a) allows up
to 10 percent of a\state s Federal allotment to be used for, among other purposes,
“health services initiatives under the plan for improving the health of children
(including targeted low-income children and other low-income chrldren) Again, the
group of “other” chrldren includes those with current coverage. However, a state
would have to show that providing premium assistance to such children constituted an
initiative to improye their health. There are a number of argumients that could be raised
in support of this contennon First, in the absence of assistance, parents or employers
might drop coverage Second assistance would reduce the financial burdens on very
low-income families, freeing resources to meet other essential needs of their children
that have a bearlng on the1r health (such as housmg and nutrition).

Even if Federal approval could be secured, the available funds would be very l1m1ted
states must also pay for administration and required outreach within the 10 percent

allotment. Ehg1b1hty thresholds and premium assistance scales would therefore have
to be designed in such a way as to reach a limited number of the most needy chrldren
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If such use of Federal CHIP funds is not allowed or is very limited, a state might
consider using other funds (e.g., tobacco settlement funds) to assist low-income

families who now bear .substantial costs to cover their chlldren

STRUCTURING SUBSIDIES FOR EMPLOYEE CONTRIBUTIONS
. x

Q

Basic Models l

If subsidies are to be provided on a sliding scale for the employee share of health plan
premiums — either!for uninsured children with potential coverage or possibly for some
currently covered children— there are at least two basic ways the subsidy amounts
could be computed

A. Cost-effectlveness model In this model, the available public subsidy is the lesser
of (a) the subsidy that would have been available for the child under the public
program or (b) the  required employee contribution for the child. (This is the test now
used by state Medicaid programs in determining when it would be cost-effective to buy
into employer coverage available to Medicaid beneﬁaanes )

B. Hold-harmless model In this model, the available pubhc subs1dy is the lesser of
(a) the subsxdy that would have been available for the child under the public
program or (b) the amount required to assure that the family’s share of premium ..
cost is no greater than it would have been if the child were enrolled in the public
program. g ‘

Tables 12 and 13 illustrate the two different models. Both assume that the sliding scale

premiums for children‘without access to employer coverage are the same as shown in

table 10. That is, annual premiums are $1,600 for two children, and the family share of

this cost rises on a linear scale from zero at 133 percent. of FPL to full cost at 250

percent of FPL. In addition, it is again assumed, as in table 11, that the total premium

for employer coverage is $1,827 (the incremental premium for a couple adding 2 or
more children under rate plan D.) Note that this flgure is higher than the cost under the
public program, not because the private coverage is more costly, but because the
private family rate reflects an average of slightly more than two children in each family,
while the pubhc program charges a per-child premmm

I
I
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éTaBle 12. Cost-Effectiveness Model (Model A)
for Computing Subsidies of Employer Contributions

} Employee contribution equal to--

: ~ 20% 50% ' 75%
Family b
income Subsidy Family Subsidy Family Subsidy | *Family
as % of amount ! cost amount cost amount cost
FPL !
150% $ 365 $ - $ 914 5 1 $ 1,370 % -
1160% $ 1365 $ . $ 914 5 1 $ 12800 $ 90
170% $ 365 $ . $ 914 5 1 $ 90 $ 410
180% $ 365 % - $ 640  $ 274 $ 6400 $ 730
190% $ . 320 $ 45 $ 320 $ 594 $ 3200 $ 1,050
200% $ - - $ 365 $ - $ 914 $ 4 $ 1,370

Under Model A, es shown in table 12, the cost to the public of subsidizing two children |

without employer coverage is compared to the cost to the family of buying employer
coverage for two children. For a famlly at 150 percent of poverty, the public program
cost would be almost the entire premium, or $1,584. If the employer is contributing
80% of premiums, ‘the cost of buying into the employer plan is only $365. It is therefore
cost-effective to pay the employee contribution. This remains true most of the way up
the income scale. Only at 190 percent of poverty does the $365 cost of the employee
contribution exceed the $320 subsidy that would have been provided for the same two

“children under the pubhc program. The family must then contribute the remaining $45.
Overall, the public saves money and the participants pay less than they would have
paid under either the p}ubhc program or the unsubmdxzed employer plan.

When the same scheme is applied to Workers whose employer pays only 50 percent of
the cost, potentially undesirable effects appear. While the participants are still saving
money, the public subsidies are much higher and savings therefore would drop sharply.
In effect, the public program shelters the participants from most of the new expense
resulting from the reduced employer contribution. For a family at 190 percent of
poverty, the new cost of $594 is still significantly less than the $1,280 they would have
paid under the public program, and is only slightly more than the $365 they would
have paid if the employer had maintained its contribution at 80 percent and no public
subsidy had been available. The cost-effectiveness model, then, provides very little
incentive for empl:oyee;s to bargain for higher employer contributions. :
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Table 13. Hold-Harmless Model (Model B)

Employee contribution equal to-f .

|

|
|
-for Computmg Subsidies of Employee Contrlbutlons
!
\
|
\
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V

120% . 50% f 75%
Family .
incomeas | Subsidy Family Subsidy Family | Subsidy | Family
% of FPL amount cost Amount cost: amount cost
‘ :
150% ' $ | 349 $ 16 $ 898 $ 16 $ 1354 § 16|
160% %, 45§ .320 $ 594 $ 320 $ 1,060 $ 320
170% $ + - $ 365 $ 274 $ 640 $ 73 $ 640
180% '$ 1 - $ 365 $ 1 $ 914 $. 4100 $ 960
190% '$ i -] $§ 369 $ {1 $ 914 $ 90 $ 1,280
200% $ | -|'$ 365 $ 1 8 914 $ 4 $ 1370
)
Under Model B, as shown in table 13, this effect is sharply reduced The farruly s share
of costs is held to no more than it would have been if there had been no employer plan
and the children had ]omed the public program. The public cost, however, is -
considerably less than it would have been under either the pubhc program or Model A. é}
For example, under the public program a family at 170 percent,of poverty would have =
received a $960 subsxdy, leaving $640 in family cost. Under Model A, if the employer’s
_contribution was at the 50 percent level, the family would receive a $914 subsxdy and
would have a famlly cost of zero. Under Model B, the family would receive a $274
subsidy and would have the same family cost, $640, as under the public plan. In
effect, the family is never worse off than it would have been if there had beenno
employer coverage, but feels more directly the effects of any reduction in employer
contributions. The farruly thus retains an incentive to bargain for higher employer
contributions and the1r ‘employers have some incentive to increase contributions for all
employees, and the farTuly s success in this bargauung reduces costs to the public plan.
| ! o
] ' ) |
. |
\
\
| ‘
| .
. .
!
}
| |
| ;
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Table 14.

h
{
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Famlly Costs After Subsidies as Share of Famlly Income
; Under Model A, Model B, and Public Program

oo
i

Em loyee contribution equal to--

. 20% ___50% 75% .

Family |Family | [|Family |Family |Family [Family . [Family Family -
income |cost as % [cost as %|cost as % |costas % |costas % |cost as % |costas %
as % of |of family of family |of family |of family - |of family’ |of family. |of income,
FPL income, | [income, |income, . [income,  |income, |income,  |public

-|model A |model B {model A [model B |model A [model B |program
150% 0.0% 1 0.1% 0.0% 0.1% 0.0%  0.1% 0.1%
160% 0.0% @ 1.2% 0.0% 1.2% 0.4% 1.2% 1.2%
170% 0.0% 1.3% 0.0% .2.3% - 1.5% 2.3% 2.3%
180% 0.0% @ 1.3% 0.9% 3.2% - 2.5%| 3.3% 3.3%
190% 0.1% | 1.2% - 1.9% 3.0% 3.4% 4.2% 4.2%
200% 1.1% N 1.1% 2.8% 2.8% 4.3% 4.3% 5.0%

i
The price of this 1mprovement is, however, some loss in progressnnty Table 14
compares family cost as a share of family income under Model A and Model B with
costs for families participating in the public program with no employer coverage.
Under the public progxlam, the family’s cost as a share of income goes from 0.1 percent
at 150 percent of FPL to 2.3 percent at 170 percent of FPL and so on up. Model A
retains the same pattern, though it reduces most families’ share of costs. Under Model
B, however, some families.at higher income levels pay a smaller share of income than
lower-income families. t This was, of course, the case under employer plans in the
absence of public subs1d1es, as.shown in table 11. Model B hasisimply flattened the
curve somewhat. Note also that the effect diminishes as employer contributions
decline. With employer contributions at 50 percent, a family at 190 percent of FPL
pays 3 percent of i mcome under Model B; a family at 180 percent of FPL pays 3.2

Ay

percent of income.. Ho{vever, if the employer contribution drops to 25 percent, a family '

at 190 percent of PPL pays 4.2 percent of income, while the famlly at 180 percent of
FPL is paying 3.3 percent Again, Model B seems more successful in maintaining
incentives to bargam fcr or prov1de higher employer contnbutxons

It should be emphasmed that the effects shown in this Jllustratlen are - highly dependent
on its assumptlons--m partzcular the key assumption that the basic cost of coverage for
children under the e\mployer plan is only slightly higher than the cost under the public

program. (Again, it is shghtly higher because it reflects an average of slightly more than

two children per famlly ) Given this assumption, nearly every dollar contributed by the
employer reduces 'costs to the public, the family, or both. However, if the employer
planis sxgmflcantly more costly than the public program, some;of what the employer
contributes is in effect going to make up that cost difference; potenttal savings to the
public and to the farmly are reduced accordingly. : |
o
© Atthe same txme, the dxfference between Model A and Model B diminishes. Tables 15

and 16 compare tl{e two models when the employer cost for two chﬂdren rises about

W
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. 30%, to $2,100, Wh11e the public program cost remains at $1, 600 While subsidy costs
under Model B are st111 lower.than those under Model A, the dlfference has narrowed:
Model B subsidies must rise more in order to assure that the farmly s costs are no more

than they would have been under the public program.

} Table 15. Cost~Effect1veness Model (Model A)

]
o
0

wrth Employer Premium Increased to $2,100

!

|

| Emplovyer contribution equal to--

3.

ik

¥

~ o 20% 50% 75%
Family o B

income as | Subsidy | | Family Subsidy | Family Subsidy | Family
% of FPL | Amount | | Cost Amount | Cost Amount | Cost
150% $4200 (| $-- $1,050 $-- $1,575 $--
160% $4200 1| $-- $1,050 $-- $1,280 $295
170% $420. 1 [$-- $960 $90 $960 $615
180% $420 [ %-- $640 $410 $640 $935
190% $3200 | $100 $320 $730 | $320 $1,255
200% $-- $420 $-- | $1,050 $-- $1,575

- Table 16. Hold-Harmless Model (Model B)
. with Employer Premium Increased to $2,100
,  Employee contribution equal to--
20% 50% 75%

Family o | |

income as | Subsidy | | Family Subsidy | Family Subsidy Family
% of FPL. | Amount | | Cost Amount | Cost Amount Cost

| 150% $404 ] $160 $1,034 $16 $1,559 316
160% $1001 '] $320 $730 $320 $1,255 $320
170% $--1 1] $420 $410 $640 $935 $620
180% $-- 1 1]8420 $90 $960 $615 $960
190% $-- $420 $-- $1,050 $295 $1,280.
200% $-- $420 $-- $1,050 $-- $1,575
$504 . $2,016 $2,264 $4,036 $4,659 $4,791

The relatrve costs of employer coverage and the publrc program are obviously closely
related to the respectlve benefits offered under each. Assumingidentical benefits, what
is the likelihood that employer coverage will be more costly? This may depend on the
nature of the pubhc plan If it is a Medicaid expansion, buying services at steeply
discounted rates and incurring the relatively low Medicaid admiinistrative costs, it is
likely to be consxderably cheaper than employer plans. At the other extreme, if the
public plan consists of vouchers for the purchase of private nongroup coverage, it may
be more costly than most employer plans, because of the very high administrative
loadmgs assocrated Wlth nongroup policies, A pubhc program that contracts with a-
i ~ ‘z « | f
IHPSe September 4, 1997
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limited number of lprivate health plans, directly or through another health purchasing
organization, might have costs very much like those of typical large employers.

[ :
Even if employer coverage were significantly more costly than the public program, it
would still be advantageous to subsidize the employee’s share of children’s premiums,
unless the cost difference was greater than the total amount contributed by the
employer. However, there is one factor that dramatically comphcates this comparison:
rate tiers. The consequences, and possible solutions, are discussed in the next section.

Employer Rate Tiers |

The examples up to this point have assumed that an employee can simply add children
to his or her employee coverage by paying a share of the cost for those children.
However, the various contribution structures established by employers can make the
incremental cost for thé children complicated to compute. Table 17 repeats the
alternative rate structures shown in table 8 and shows the actual per child premium
cost for one- parent and two-parent families (assummg both parents obtain coverage
through the plan)., ' The, premium cost for one child is the excess cost of adding the child
relative to the cost of covering the parent or parents alone. The per child cost for
multiple children may be a fraction of this amount (one-half for two children, one-third
for three, and so on) or it may be a different figure because the premiums vary by
number of children or total number of dependents. Thus the total incremental cost of
adding a child can range from as little as $427 (for the third child in a two-parent
family under Plan B) to as much as $3,280 (for the first child of a single parent, again
under Plan B). For a two-parent family under Plan A, children cost nothing, because
the full fanuly rate is already charged for coverage of the spouse

Employer Coverage arid the Children’s Health Insurance Program Under . IHPSe September 4, 1997
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Table 17. iPer-Chxld Increase in Total Premium for Adding Chxldren
i to Coverage Under Various Rate Structures

P ‘ Single Parent Two Parents
. i | Premium cost per child for | Premium cost per child for
, adding - - : : adding- -
Premium 1 2 3 1 2 3
[ child | children | children | child | children | children
‘| Plan A ’ . ' E
Single $2,000 | - ’
Family | 54,391 . | $2,931 | $1,466 | $977 $-- $-- $--
Plan B P - ‘ S
Single $2,000
Couple $4,000 . :
Family $5, 280 i | $3,280 | $1,640 |$1,093 | $1,280 | $640 $427
Plan C L ' " ‘
! f
Single $2,000 |
: v :
Single +1 $3,747 | | $1,747
dependent _
Single +20r| |
more } j :
dependents | $5,556 $1,778 | $1,185 | $1,809 | $905 $603
Plan D o ' ‘
Single $2,000
Single + !

| :
Children | $3,640 , | $1,640 |$820 | $547
Couple ‘ $4,0i00
.

|
.

Couple + b

children $5,827 | , 1$1,827 |$914 | $609
| ' . ’ X
i

‘However, these mcrements are not those actually faced by an employee The real cost
to the employee is the difference between what the employee had to contribute for self-
only or self-plus-spouse coverage and what the employee must contribute with the
children added. Table18 shows the actual change in employee-contributions when the
employer pays 80 percent of the $2,000 cost for employee-only coverage and 50% of the
added cost for any dependent option. Under Plan A, for example, the employer pays
$1,600 for employee-only coverage, and $3,000 for family coverage ($1,600 plus half
the difference between $2,000 and the $4,800 family rate). The employee pays $400 for
1 .
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single coverage and $1,800 for family coverage. For a single parent, then, the extra cost
for adding one child is $1,400; the cost for three children is $467. per child.

Table 18, Pet-Child Change in Family Cost for Adding Children
: to Coverage Under Various Rate Structures

l . Single Parent Two Parents
. 1| Effective cost per child for Effective cost per child for
‘ adding - - adding - -
Employee 1 2 3 1 2 3
share child | children | children | child | children | children
Plan A P!
Single $400
Family 51,866 | $1.466 |$733  |$489  |§--  |§-- $--
Plan B o o
Single | $400 |

| E
Couple  [$1,400 | | ‘

$1,640 |$820 |$547 |s$640 |$320 |[s213

Family $2,040
Plan C 1
Single $400
Single +1 I
dependent | $1,274 , $874
Single +2 : ;
or more : ‘ 4
dependents | $2,178 $889 $593 $904 $452 $301
Plan D ! -
Single $400
' i
Single + b
children $1,220 ;| $820 $410 $273
Couple $1,4QO ;
| Couple + L :
children $2,314 : ' $914 $457 $305

o
Note: Employer pays 80 percent of employee-only premium and 50 percent of difference between employee-
only premium premiurhs for dependent coverage options. ' :

1
!
i
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Considered in thes[e terms, nearly all the plans are requmng real per-chﬂd contributions
that are less than, or only slightly above, the cost of covering the child through the
public program. Either of the two basic methods for establishing subsidies--cost-
effectiveness or hold harmless-—could be applied to the per child contribution figure.
(The key exceptlon is for a single child in a one-parent family unless the employer has a
single +1 child txer it rmght generally be preferable to allow such a child to shift to the
public program rather than to pay for employer coverage.)

A ma}or policy quesuon for a system that subsidizes employee contributions is whether

© . contributions should be made for adults when this is necessary to obtain coverage for

the children. CHIP appears to allow the Secretary to authorize such contributions:
|
Payment may be made to a State under subsection (a)(l) for the purchase of
family coverage under a group health plan or health insurance coverage that
includes coverage of targeted low-income children only if the State establishes to
the satisfaction of the Secretary that-- ~ !
(A) purchase of such coverage is cost-effective relanve to the amounts
that the State would have paid to obtain comparable coverage only of
the targeted low-income children involved, and
(B) suchicoverage shall not be provided if it would otherwise substitute
for health insurance coverage that would be provided to such children
but| for the purchase of family coverage.** :

(P0551b1e mterpretanons of this somewhat amblguous language are dlscussed in
Appendix A) | B ‘

As was noted earlier, there are a significant number of unmsured children whose
parents declined avaﬂable employer coverage both for themselves and for their
dependents. There are/clearly instances in which it would be cdst-effective to assist
with the entire employee contribution, rather than just the incremental cost for the
children. Under plan A, for example, a single mother with three children could cover
herself and the chﬂdren for $1,800; the per child cost of $600 is still less than the cost of
covering the children alone under the public program. In several of the plans, it would
even be cost-effective to cover both the employee and the employee s spouse. This'is
often the approach used in State Medicaid programs that "buy in” to employer
~coverage for ehgxble rec1p1ents families when it is cost effecnve to do so.

Nevertheless, a stéte plan could specify that assistance can be prov1ded only for costs
specﬁlcaﬂy attributable to coverage of children. One argument:for this view is that,
given a limited amount of public funding that is unlikely to be sufficient to reach all
uninsured chﬂdren, no, part of the funds should be spent to cover individuals outside
‘the target populatlon The question, about which it is only possible to speculate, is
whether workers who are now declining coverage entirely will accept coverage if they
are assisted with only part of the cost. Will the parent who has not spent $400 to cover
herself make this payment on her own if she receives the $1,400 necessary to.cover her

[y T

three chlldren as well? Or will the entire famﬂy remain- uncovered7 Even if they would,

\
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is it appropriate to address this concern by potentrally replacmg large shares of the -
contributions that| parents are now making for thelr own coverage"
A potential counter-argument is that a system that subsidized chrldren but excluded
payment for adulgs might simply encourage employers to load costs on dependents _
and reduce the contribution required for employee-only coverage. This could be done in
a way that was cost-neutral for the employer and for employees as a group--that is, the
ratios of employee and dependent contributions could be changed without modifying
total compensatlon Lower income employees would receive a larger public subsidy for
their increased dependent coverage costs. Higher-income employees seeking to cover
dependents would pay the added costs themselves; this would presumably discourage
employers from modlfymg their plans. However, existing Federal non-discrimination
rules apply only to self-insured firms; firms that purchase coverage from insurers are
free to establish a scheme under which higher-paid workers would receive greater
subsidies for dependent coverage than workers eligible for a531stance

TARGET POPULATION

The discussion to tlus pornt has not distinguished between chrlclren who are already
covered by employer plans and children who are eligible for employer coverage but
have not been enrolled The CHIP legislation does, however, distinguish between these
groups. Under the legrslatron, states have several basic options with respect to children
~with access to employer coverage. All of these options raise equity concerns and raise
the risk of promoting further erosion in employer coverage. |
‘ B
‘1. Exclude currently covered children and allow urunsured chrldren w1th employer
access to receive chrld health assistance through the public program or through
subsidized nongroup coverage (but not through assrstance wrth employer

contnbutmns) 1

1
\

This may be regarded as the default optron under CHIP It obvrously encourages
parents who are now contributing to their children’s coverage to drop that coverage in
order to make the children-eligible for assistance. These shifts could be limited only
through a retrospectrve firewall, such as exclusion of children who have had employer
coverage during some period before the date of application. Thrs solution, however,
permanently penahzes parents who have contributed to their children’s coverage and
rewards those who have not. At the same time, it prevents thestate from leveraging
available employer dollars for the substantial portion of uninsured children with
employer access. | '
l |
2. Exclude both currently covered chrldren and umnsured chrldren wrth employer
access. ]
| .
This option reduces the incentive for parents to drop ex1stmg coverage, but at the pnce
of leaving uninsured children with employer access uncovered. Italso creates a general
disincentive for employers to provide and low-income parents to bargain for dependent

coverage, and an incentive for parents to shift to jobs that do not offer such coverage.
. I ’ ' :
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3. Exclude currently covered children and assist with required employee contnbunons
for uninsured chﬂdren with employer access.
| » :
This option reaches more uninsured children and leverages the employer dollars
available for them As with option 1, this approach requires a retrospectwe firewall

and creates serlous equlty problems |
' i
H

l

Low Income Chxldren with Employer Coverage'

l

' As was noted earller, one additional option may or may not be permissible with Federal
funding under CHIP, dependmg on the interpretation of the new legislation. This is to

assist with required employee contributions for both currently covered and uninsured

children, but limit spendmg for currently covered children to somethmg less than 10

- percent of total spendmg States could, of course, pursue this poption with other funds
(such as the tobacco settlement funds) it could target to assist low-mcome families

already contmbuhng to employer coverage..

This optxon offers some promise of addressmg the incentive and equity concerns raised
by the other three approaches, but may be very difficult to implement. Of children
between 100 percent and 200 percent of poverty, 7.7 million had employer coverage in
1995, while 3.6 mll_hon were uninsured. To remain within the CHIP limit, a state would
have to sharply lmut eligibility for premium assistance and/or ' limit the dollar amount

of such a551stance This would leave families with access to employer coverage

potentially exposed to significantly hlgher costs than families without such access. In
addition, many chﬂdren would remain uninsured because the premium assistance
available was msufﬁment to encourage theu' parents to obtain avallable dependent
coverage. ! |

\

The CHIP legislation does allow for demonstratlon waivers (under the same section

1115 waiver authorlty 'used for Medicaid). A state might conceivably be able to show
that a more generous premium subsidy scheme would, over the long term, lead to less

replacement of employer coverage than would occur under the other three options. In
the absence of a waiver, however, any state considering assisting currently covered
children will need to find some way of targeting assistance to children in the greatest
need. The followmg are two possible approaches. Note that the decision rules cited’
might also be adopted under option 3 (premmm assistance only for uninsured children
with employer acpess)

Share of i mcome differential. A family could be made eligible for assistance
only if the share of family income needed to obtain employer coverage exceeded the

~ share required to partlf:lpate in the public program by a given amount. For example, a
~ family might receive subSIdles if the employee contribution were 5 percent of income

and the sliding-scale pubhc premium only 2 percent of income; the family would not be
subsidized if the difference amounted to less than three percentage points, or less than
two. The rationale would be that families would not shift their children unless there

. was a significant price  advantage under the public program; assmtance would be

targeted at those most likely to shift. .

‘ r . . !
; Z . o ) !
|
l

'
|
|
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Table 19 gives an

11 of family costs in the public program and in employer plans!with various
contribution 1evels Subsidies would be available only when the required employee
contribution, as a percent of family income, was two percentage points higher than the
percent of family i income required to join the public plan. Thus, a family that had to
pay 3 percent of income plan would be assisted only if the employee contribution was 5
- percent of income jor more, and assistance would be available only to the extent
necessary to bring the famﬂy contribution down to 5 percent. Under this criterion, no
family whose employer is paying 80 percent of dependent premiums qualifies for
assistance, and only the very lowest income families qualify when the employer is
paying a more typical 50 percent.

Dxample of this approach, based on the companson in tables 10 and

Table 19. W Sub51dy Available Only When Percent of Famlly Income

I

for Emplayee Contribution Exceeds Percent of Famﬂy Income

Paxd Under Pubhc Program by 2 Percentage Points

'
i

Employee contribution equa1 to-- .

Pyt

20% 50% . ; - 100%

Family Subsidy Family | Subsidy | Family Subsidy | Family
income as amount] cost amount cost _ amount cost .
% of FPL ! ’ ' 3

150% $ 4 $ 365 $ 416 $ 498 $ 1,330 $ 498
160% $ 4 % 365 8 8 $ 834 $ 993 $ 834
170% $ 4 $ 365 $ . $ 914} $ 641 $ 1,186
180% $ $ 365 $ 1 % 914 $ 289 $ 1,538
190% $ | $ 36 $ 4 % 914 $ . $ 1,827
200% $ 4 $ 365 $ 1 5 914 $§ 4 $187

Employer contribution threshold. A somewhat similar approach would be to assist
with the employee share of premiums only when the employer’s contribution for
dependents was a fixed threshold. In the Daschle proposal, for example, assistance
would have been available only if the employer contributed less than 80 percent of
premiums for families below 200 percent of FPL or 50 percent for families between 200
. percent and 300 percent of FPL. That is, a family below 200 percent of FPL would
have received subsidies if it was required to contribute more than 20 percent of the cost
of child coverage.32 The specific threshold in the Daschle proposal might not in fact
‘have excluded very many children from subsidies; most employers don’t in fact
contribute 80 percent or more to family coverage. !

'l : i
Table 20 prowdes an example of a more stringent rule, ‘under which assistance is
available only for the amount by which the required employee contribution exceeds 50

~ percent of the total prentuum for dependent coverage. The total cost for 2 children is
4 : :

%2 Note that this approach lS not the same as the Minnesota provision. First, anesota applies its 50%

test to the employer’s contribution for employee-only, not dependent coverage. - Second, families at a firm

that contributes less than 50%.do not receive assistance w1th employee conmbutlons, but are instead

allowed to enroll in anesotaCare !
: ;

[HPSe September 4,1997

Employer Coverage and thejIChildren’s Health Insurance Program Under ' _
: Page 36

- the Balanced Budget Act of 1997: Options for States
| S



'
i
|
1
I

again assumed toibe $1 827, and the subsidy amount cannot exceed the subsidy that
would be available for the family under the public program. The scheme, at least in
this example, appears to less workable than the percent—of—mcome approach shown in

table 19. For faxmhes with required employee contributions of 60 percent of the

dependent prermum, the subsidy is a flat 10 percent of the premium, regardless of

income; Families contnbute more as income rises only at the level where required

employee contribution ‘approaches 100 percent. In addition, the after-subsidy cost to
the lowest-income families remains a flat 50 percent of premium no matter what the
employer is contributing; there is no loss to the employee if the employer raises required
employee contnbuhons from 50 percent to 80 percent.

Table 20. Subsxdy Available Only to the Extent That Required Employee

]

Contribution Exceeds 50% of the cost of Dependeént Coverage

Employee contribution equal to--
‘ . 60% - 80% 100%

Family Subsidy Family Subsidy Family | Subsidy Family

income as amount cost -amount cost amount cost

% of FPL :

< [

150% $ 183 § 914  $ 548 § 914 $ 914 $ 9%
160% $ 183 $ 914 5 548 $ 914 $ 914 $ 9%
170% $ 183 $ 914 8 548 $ 914 $ 914 $ 9
180% $ 183 $ 914 $ 548 $ 914 $ 640 '$ 1,187
190% $ 183 $ 914 $ 3200 $ 1,142 $ 320 $ 1,507
200% $ 4 $ 1,096 $ 41 $146 $ . $ 1,827

The problem Imght be addressed if the 50 percent contribution figure were used simply
as an eligibility cutoff and subsidies for families with contributions in excess of this
level were computed in some other way. However, equity would dictate that the
family cost after subsidies could never be less than 50 percent of the premium, because
~ the family would then be paying less than other families eliminated by the eligibility
rule. In addition, as table 18 suggests, cutoffs would have to be set differently for
different types of rate structures Two employers who contributed the same percentage
of dependent coverage could expose workers with children to very different costs,
depending on the rate tiers adopted. Measures would also be needed to discourage
employers from reducing their contributions, posmbly by excluding children for whom
employer contrlbutlons were above the threshold in the last twelve (12) or eighteen (18)
months. ,

! ! \
Finally, if assistance is available only for families with very low employer contributions,
the corollary is that relatively few employer dollars are leveraged by the subsidies. It is
not certain that this approach would be much more cost-effective than simply allowing
uninsured children with access to employer coverage to enter the public program.

i

BENEFITS i

1
|
[
i
I
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The CHIP leglslahon spec1f1es minimum benefits that must be included in child health
assistance. In general a state must select a benchmark plan--the benefits under the
Federal employees Blue Cross standard PPO; a plan “offered or generally available to
state employees”; or a plan offered by the HMO in the state with the largest
commercial enrollment, The benefits provided to children must either be identical to
those of the benchmark plan or be determined to be “benchmark-equivalent,” using
specified actuarial’ cr1ter1a While the benefit package should be carefully assessed as a
critical detriment of Chxldren s access to needed care, we limit the discussion here to
statutory requlrements and related administrative i issues. :

Although there is no specxflc reference to benefits under employer plans, it must be.
assumed that any contribution to such a plan would constitute “child health
assistance.” This means that a state will presumably have to ascertain that an
employer’s plan is: benchmark—equxvalent 33 How burdensome this process might be
-will depend on the benchmark selected and on the nature of the employer group market
in the state. For example, if the benchmark is a commercial HMO product, and if many
employers are buying similar products from that HMO or other managed care plans, it
should be relatively easy to evaluate the standard packages offered by carriers in the
state and determine which meet the minimum equivalence standards. On the other
hand, each self-insured plan would have to be evaluated individually (although even
self-insured employers are often buying standard managed care packages ona non-nsk :

basis.) : ; ‘ - o o é

The CHIP limits on cost-sharing are likely to present a more serious administrative
challenge. For children below 150 percent of poverty, for example, copayments must be
limited to the amounts: perrmssxble under Medicaid — generally no more than $3.00.
These limits, too, apparently apply in the case of children receiving assistance with
employee premiums. Most employer plans are likely to impose cost-sharing above the

permissible levels. There are several possible solutions:

e Increase premium assistance to each family by an amount equal to the actuarial
value of the excess cost-sharing requirements. The approach may wellbe
unacceptable, since any particular family might still be exposed to excess costs, and .
it might create;an access barrier to needed medical care for children.

e Establish a system under which families could seek reimbursement from the state
for excess cost~sharmg This would technically comply with the law, although it
would place on families the burden of documenting excess payments that are likely
to be a few dollars at a time. Therefore, this approach might be more acceptable if
families could choose between the public program and their employer plan.

¢ Negotiate a supplemental package with carriers or employers, under which
subsidy-eligible children would be exempt from excess cost:sharing in return for a
monthly payment by the state. This approach might be most workable if the state
workers with an employer health purchasmg organization that uses standardized
benefits to adopt this package for low income ehg1b1e children as dependents
through parhcxpatmg employers.

* Note that a state’s core'pubhc program could be benchmark-equivalent. It is unclear whether

an individual employer plan should be compared to the benchmark or to the state-defined

equivalent.
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For families with i mcomes over 150 percent of poverty, CHIP imposes an aggregate
cost-sharing limit of 5 percent of family income, applicable to the sum of premiums,
deductibles, coinsurance, and copayments for all participating children in the family.
Public programs and designated employer purchasing groups could design benefit
packages consistent with this limit, which would equal $1,000 per year for a single
parent with two chﬂdren just above 150 percent of poverty.

Depending on the' state s subs1dy scale and the cost sharing provisions of employer
health plans, a farmly with one or more sick children might well exceed this limit.
Again, for most employer plans the simplest solution might be to establish a system
under which such'a family could seek reimbursement of excess costs from the state.
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APPENDIX A - I’rovxswns of the Children’s Health Insurance Program (CHIP)
Legislation Relatmg to Employer Coverage

The followmg isaj prehmmary analysis of the effect of the CHIP provisions included in
the Balanced Budget Act of 1997 on state initiatives to buy into/coordinate with group
health plan coverage.

The legislation crelates a new Title XXI of the Social Security Act. (References in the
following dlscusswn are to sections of this new title.) Federal funds to states would
have to be used chxeﬂy for Medicaid expansion or provmmn or purchase of health
benefits coverage for “targeted low-income children.” These are children under age 19
with family income below 200 percent of poverty or, if higher, 50 percentage points
above the applicable Medicaid limit in the state (mcludmg any higher limit established
by the state underia walver or under the 1902(r) income methodology rule) as of June
1,1997. o
In general no language suggests that health benefits coverage could not include buy-in
to employer plans. (Whether spec1al approval by the Secretary is required will be
discussed below.) However, “targeted” children do not include children who are
already covered by a group health plan. The language is at 2110(b)(1)

(1) IN GENERAL Sub]ect to paragraph (2) the term “targeted low-mcome :

child' means a child~
(©); who;is not found to be ehglble for medical assistance under title XIX
or covered under a group health plan or under health insurance coverage
(as such terms are defined in section 2791 of the Pubhc Health Service
Act). :

(2) CHILDREN EXCLUDED- Such term does not mclude—-
(B) a child who is a member of a family that is e11g1ble for health benefits
coverage under a State health benefits plan on the basis of a family
member s employment with a public agency in the State.

This does not appear to restrict coverage of children who are eligible for, but not
actually covered under, an employer plan at the time they apply for child health
assistance; the only exception is for children eligible for a state employee plan. There is
~ no provision for rétrospective review of coverage, apparently meaning that a parent
could drop a child from employer coverage and immediately apply for assistance. In
addition, there are provisions that might be interpreted as allowing states to assist
children currently enrolled in employer plans. These are discussed below.

The remainder of thls appendlx provides a section-by-section analysis of relevant
provisions. : :

S
|

A
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2102 State Chlld Health I’lan

The state plan must mclude a descnpnon of e11g1b1hty standards ((b)(l)) mcludmg
standards relating to * “access to or coverage under other health coverage.” This
presumably means that a state, in addition to excluding children currently covered
under an employer plan, could exclude children with access to such coverage, or some
subset of these children (e.g., those for whom the employer was contributing more than
x percent of prermums) Possibly a state could also restrict eligibility for children who
- are not currently covered under an employer plan but were covered during some recent

period. 1 | .
: | . I
‘The plan must alsio ((b)( ))-- :

|

include a descrlpuon of procedures to be used to ensure —
(C)‘that the insurance provided under the State child health plan does
not substltute for coverage under group plans;

This does not seem to mean that the state can’t buy into employer plans, but only that
it must take some|steps to prevent migration of children from such plans to a pubhc

~ program or subszdlzed nongroup coverage. i
2103. Coverage I}eqqxrements |
Minimum benefits | | | ¥
o !
The benefits prowded under child health assistance must be— ;

i

(1) Benchmark coverage — the benefits under the Federal employees Blue Cross
standard PPO; a plan “offered or generally available to State employees”; or a plan
offered by the| HMO in the state with the largest commercial enrollment; :

(2). Benclunark-equlvalent coverage (discussed below); : : ‘

(3) Existing comprehensive state-based coverage (this is a grandfather prov1s1on for
New York, Florida; and Pennsylvama only); or. « :

(4) Secretary-app{*oved coverage.
- ‘

The House provision, v which allowed benefits for chlldren in employer plans to be

restricted to whatever the employer offered, has been dropped.- Although there is now

no specific refereﬁce to benefits under employer plans, it must be assumed that any
contribution to such a plan would constitute “child health assistance.” This means
that a state will presumably have to ascertain that an employer s plan is benchmark-
equivalent (or perhaps though this is not specifically mentloned as an option, prowde

wrap-around coverage) e

”Benchmark—equalent” is def’med (@)(2)) as fo]lows

|
a. The plan covers inpatient and outpatient hospital, phys1c1an, lab, x-ray, and well-

baby and we]l—chﬂd care, including immunizations.

|

|
I
|

|
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b. The "aggregate actuanal value” of the plan is at least equal to that of one of the

' four benchmark plans (The bill includes rules for makmg th13 determination, which
will not be detaﬂed here)

c. For each of 4 addltxonal services (prescription drugs, mental health, vision, and
hearing), the plan includes coverage with an actuarial value equal to 75 percent of
the actuarial value of the benefit for the service under the benchmark plan used for

the aggregate companson

Cost-sharmg | , '
. R )
A state may 1mpose premiums, deductibles, coinsurance, or other cost-sharing ((e)(1)).
No cost-sharing may be imposed for preventive services (defmed as well-baby and
well-chﬂd care, mcludmg immunizations). ‘

( i
For children belm;v 150 percent of poverty ((e)(3)(A)). prenuums may not exceed those
allowable under secnon 1916(b)(1) of the Medicaid statute. Presumably, the current
- implementing regulanon (42 CFR 447.52) would apply; this rule sets out maximum_
monthly enrollment fees by gross family income and family size (see Appendrx B).
Deductibles and cost-sharmg would have to be “nominal” as defined in the
implementing regulahon for Medicaid section 1916(a)(3), sub]ect to updating for
~ inflation or other adjustments. The rule (42 CFR 447.54) limits' deductibles for non-
institutional servu‘:es to $2 per month, coinsurance to 5 percent and copayments to
$3.** For. mstltuuonal services, cost-sharing may not exceed 50 percent of the cost of
the first day of care |
: L ‘ .
For children above 150 percent of poverty ((e)( )(B)) annual aggregate premiums and
cost-sharing could not: exceed 5 percent of family i income. .

L :
Agam, although there is no specific mention of employer plans, it must be assumed
that children recel‘vmg prermum assistance would be sub]ect to the same limits.

Preexrstmg condmon excluswns

t

For a child enrolled in a group health plan, beneﬁts could be sub]ect toa preexrstmg
condition hnfutatlon nnposed by that plan, so long as the limit comphed w1th HIPAA

rules ((f)(1)(B)).

Compliance with other reqmrements

Sectlon 2103(f) 2) reads :
Coverage offered under this section shall comply with the reqmrements of
subpart 2 of part A of title XXVII of the Public Health Service Act insofar as
such reqmrements apply with respect to a health insurance issuer that offers ’
group health i insurance coverage. |

N | ! i

i
i
P

%
* Copayments may‘ be doubled for nonemergent use of an emergency room.
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The effect of this provision is unclear. The reference is to HIPAA requirements for
insurers in the small group market to guarantee issue and renewability. The conference
report sheds no light on what (f)(2) is supposed to do. Possibly it means that states
cannot buy into an employer plan purchased from a non-compliant insurer. Possibly it
means that a state'that provides assistance with the purchase of nongroup private
coverage must unpose HIPAA-like requirements on part1c1patmg insurers.

-2105. Payments to States |

Up to 10 percent ofa state’s Federal allotment could be spent for activities other than |
providing health beneﬁts coverage to targeted low-income children. This 10 percent
~ limit would include spending ((a)(2)):

(A) for payment for other child health assistance for targeted low-income
children; | :

(B) for expendltures for health services initiatives under the plan for improving
the health of children (mcludmg targeted low-income children and other low-
income chﬂdren)

(C) for expenditures for outreach activities as prov1ded in section 2102((:)(1)
under the plan; and

(D) for other reasonable costs incurred by the State to administer the plan.

It is possible that category (B) could include premium assistance for low-income
children currently in employer plans, even though these children are excluded from the
definition of * targeted" children. (This would depend on whether such assistance
could be interpreted as part of an initiative to unprove children’s health.) Note that the
income limit for “low-income” children who are not “targeted low-income” children is
defined (2110(c)(4)) as 200 percent of poverty, even in states with a higher Medicaid
income limit. j

Section (c)(3) is the one part of the legislation (other than the provision on pre-existing
condition exclusions cited earlier) that directly addresses ass1stance with employee
* contributions to group, health plans:

Payment may be made to a State under subsection (a)(1) for the purchase of
family coverage under a group health plan or health insurance coverage that
includes coverage of targeted low-income children only 1f the State establishes to
the satisfaction of the Secretary that--
(A) purchase of such coverage is cost-effective relative to the amounts
that the State would have paid to obtain comparable coverage only of
the targeted low-income children involved, and
(B) such coverage shall not be provided if it would otherwise substitute
for health insurance coverage that would be provxded to such children
but for the purchase of family coverage.

There are at least two pOSSlble mterpretatlons of this language. One is that secretarial
approval is required if the state assists family members other than the targeted children
(for example, by contributing towards the premium for a parent who has previously

declined coverage and must cover herself in order to cover her children). This provision
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would then be similar to the provision of Medicaid law requiring that a state show that
it is cost-effective to buy into employer coverage for non-Medicaid eligible family
members in order to cover Medicaid-eligible family members. A second, and broader,
. possible reading i$ that secretarial approval is required in order for the state to furnish
any assistance with the purchase of employer coverage. '

Section (c)(6)(A) provities:

No payment shall be made to a State under this section for expenditures for

. child health assistance prov1ded for a targeted low-income child under its plan
to the extent that a private insurer (as defined by the Secretary by regulation
and mcludmg a group health plan (as defined in section 607(1) of the Employee
Retlrement Income Security Act of 1974), a service benefit plan, and a health .
mamtenance orgamzahon) would have been obligated to provide such
assistance but for a provision of its insurance contract which has the effect of
limiting or excluding such obligation because the individual is eligible for or is
provided ch11d health assistance under the plan.

.This provision parallels similar language in the Medicaid statute and is intended to
prevent private plans, mcludmg employer plans, from making themselves secondary to
coverage under child health assistance. (It does not prevent employers from modifying
their plans in other ways to take advantage of the existence of a child health insurance
program — for example by modifying their rules on dependent coverage.)

Finally, section (c )(7) prohibits payment ‘for any abortion or to assist in the purchase,
in whole or in part, of l1ea1th benefit coverage that includes coverage of abortion...
[except] if necessary to save the life of the mother or if the pregnancy is the result of an
act of rape or incest.” This provision appears to preclude any contribution to an
employer plan coverage of these services. As such coverage is quite common since
employer plans might often include such coverage in their scope of benefits, this could
be a major barrier;to any buy-in initiative. Possibly it could be argued that premiums
for coverage of a ohlld below child-bearing age do not include any amount for abortion
even if abortion is nommally included in the benefit package. This argument could not

be raised if the state chose to contribute towards family coverage.
2107. Strategic C:)bjectives and Performance Goals; Plan Administration

Section (c) makes isection 1115 of the Social Security Act applicable to CHIP; this
means that States can seek demonstration waivers comparable to those under which
many Medicaid programs are now operating. -

2109. Mrscellaneous Provisions

Section (a)(2) speoifies that nothing in Title XXI shall be construed as modifying the
ERISA preemption of State regulation of employee benefit plans.

|
L
| '
‘ !
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APPENDIX B - Medlcaxd Enrollment Fee lelts Referenced in the Children’s
Health Insurance Program Legislation

For children below 150 ‘percent of poverty, premiums imposed under CHIP may not
exceed those allowable under section 1916(b)(1) of the Medicaid statute. The following
is the currently effective implementing regulatxon The monthly maximums specified
generally equal. from 1 to 2 percent of farmly income.

42 CFR 447.52 Mmlmum and maximum 1ncome-related charges.

For the purpose of; relatmg the amount of an enrollment fee, premium, or similar charge
to total gross famlly income, as required under sec. 447.51(d), the followmg rules
apply: |
(a) Minimum charge A charge of at least $1.00 per month is imposed on each--

(1) One- or two-person family with monthly gross income of $150 or less;

(2) Three- or four-person family with monthly gross income of $300 or less; and

(3) Five- or more-person family with monthly gross income of $350 or less. -

(b) Maximum charge Any charge related to gross family income that is above the
minimum listed i m paragraph (a) of this section may not exceed the standards shown in
the followmg table S '

ke,

i
: !

S , ‘
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Maximum Monthly Charge

i
1
i
I
|
t
]
|
i
1

' Family Size
Gross family income (per month) lor2 3or4 5ormore
|
$150 or less ¢ - ' » $1. - %1 $1
$151 or $200 | ' 2 1 1
$201 to $250 | 3 1 1
$251 to $300 4 -1 1
$301 to $350 | -5 .2 1
$351 to $400 6 3 2
$401 to $450 . 7| 4 3
$451 to $500 - 8 5 4
1$501 to $550 9 .6 5
$551 to $600 | - » 10 -7 :h
$601 to $650 11 8 7|
$651 to $700 12 9 8
$701 to $750 . 13 10 9
$751 to $800 ! 14 11 10]
$801 to $850 : 15 12 11
$851 to $900 , 1 13 12
$901 to $950 . 1 14 13
$951 to $1,000 18 '15 14
More than $1,000 - 19 1 15

(©) Income»related charges The agency must impose an approprxately higher charge
for each higher level of, .family income, within the maximum amounts specified in
~ paragraph (b) of thls sectmn :

[43 FR 45253, Sep?:. 29, 1978, as amended at 45 FR 24889, Apr. 11, 1980]
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, DRAFT MODEL APPLICATION TEMPLATE FOR
STATE CHILD HEALTH PLAN UNDER TITLE XXI OF THE SOCIAL SECURITY ACT
STATE CHILDREN’S HEALTH IN SURANCE PROGRAM C

l

H

Preamble ; i : : ' I
!

This draft model apphcatlon template outlmes the types of mformatlon that are likely to be included in

" the state child health plan reqtnred under Title XXI. It has been des1gned to reflect many of the
. requirements that will be. necessaxy for state plans under Title XXI. It is not intended to be

comprehensive or final. We provide it for preliminary guidance as well as to solicit additional

~ information from states angi other interested parties on the appropriate content.

: : P o | o
The Department of Healthiand Human Services will continue to work collaboratively with states and
other interested parties to provide specific-guidance in key areas like benefits definitions, maintenance
of effort provisions, collectlon of baseline data, and methods for preventing substitution of new .

. Federal funds for existing state and private funds. As such guidance becomes available, the model

application template will be rewsed and finalized. We will work to distribute it m a timely fashion to
prowde assistance as states submlt their state plans. ‘
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| - |
| MODEL APPLICATION TEMPLATE FOR . |

STATE CHILD HEALTH PLAN UNDER TITLE XXI OF THE SOCIAL SECURITY ACT

STATE CH]LDREN’S HEALTH INSURAN'CE PROGRAM

.(Required undpr 4901 of the leanced Budget Act of 1997 (New secnon 2101(b)))
! v : , o ‘
i
State/Territory: L L o .
: (Name of State/Territory) '

i
i
'
'
i

As a condition for receipt of Federal funds under Title XXI of the Social Security Act,
o : | i : _ S !
(ngnature of Governor of StatefT emtory, Date Slgned)

submlts the followmg State C}nld Health Plan for the State Children’s Health Program and hereby
agrees to administer the program in accordance with the provisions of the State Child Health Plan, the
requirements of Title XXI and ?(IX of the Act and all applicable Federal regulatlons and other ofﬁmal

issuances of the Department ,
o
?

|

b I . ) ) l
s : i ! » ¥

According to the Paperwork Redueﬁon Act of 1995, no persons are required to respond to a collection of information unles it

displays a valid OMB control number: The valid OMB control number for this information collection is 0938-0707. The time

required to complete this information collection is estimated to average 160 hours (or minutes) per response, including the time

to review instructions; search exisﬂng data resources, gather the data needed, and complete and review the information -

collection. If you have aay comments concerning the accuracy of the time estimate(s) or suggestions for improving this form,
please write to: HCFA, P.O. Box 26684 Baitimore, Maryland 21207 and to the Office of the lnformaﬁon and Regulatory -

Affairs, Office of Management and Budget, Washington, D.C. 20503 !
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Section 1. General Descrlptlon and Purpose of the State Chl]d Health Plans (Section 2101)

The state w111 use funds prowded under T1tle XXI prlmanly for (Check appropnate box)

1L ] Obtammg coverage that meets the requirements for a State Ctild Health
Insurance Plan (Section 2103), OR ;

I

12 O Providing expahded benefits under tlie State’s Medicaid plan (Title X; OR

i

1
;

1.3. ] A éombination of both of the above.

i
{

{

i

i
L
|
I
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- Sectien 2 General Background and Descnptlon of State Approach to Clnld Health Coverage

o2

2.2." " Describe the current state eﬁ'orts to prowde or obtam credltable health coverage for

~uncovered ¢ chlldren by addressing: - (Section zwzxa)(z) o g, .

2.3

,(Sect!on2102)(a)(3) P o o . i *

{Section 2102 (a)(l)—(S)) and (Sectlen 2105)(c)(7)(A)-{B))

1

. Descnbe the extent to which,. and manner in whlch, chxldren in the state mcludmg L

targeted: low-mcome children and other classes of chxldren, by income level and other
relevant factors such as race and ethnicity and geog:raphlc location, currently have

., creditable health coverage (as defined in section 21 10(c)(2)) To the extent feasible,
. make a dtstmctlon between creditable coverage under’ pubhc health insurance programs
5 and pubhc-pnvate partnershlps (See Sectlon 10 for annual report requlrements)

K |

2.2:1. 'Thel steps the state is currently taking to 1dentlﬁr and enroll all uncovered

ch11dren twho are eligible to participate in public health insurance programs
: (. el Medlcald and state-only chxld health msurance)

¥

a“i.” s

222 The steps the state is currently takmg to 1dent1fy and enroll all uncovered

" children WhO are eligible to part1c1pate in health i msurance programs that mvolve
- a publtc-pnvate partnerslnp ‘ :

l

..ﬂﬂ,..,,_,,_“

Descnbe how the new State Title XXI program(s) 1s(are) deSIgned to be coordmated k

- with such eﬁ”orts to increase the number of children with credxtable health coverage SO

that only ehglble targeted low-mcome children are covered:-

l".

[

l
a
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Section 3.  General Con‘tents of State Child Health Plan (Section 2102)(aX4)) -

" Check here if the stat'e elects to use funds provided under Title XXI only to provide
expanded ehglblhty under the state’s Medicaid plan 'and contmue on to Sectxon 4.

3.1. Describe the methodsof delivery of the child health ass1stance using Title XXI funds to
targeted lo:w-in;come children: (Section 2102)a)4) ;
3.2. Describe the utlhzanon controls undeér the chxld health assnstance provided under the
‘ plan for targeted low-income children: - (Section 2102)a)4)
i .
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Section 4. Ehglblhty, Standards and Methodology (Section 2102(b))

Dﬂ Check here if the state elects to use funds provided under Title XXI only to prov:de
~expanded ehglhnhty under the state’s Medlcald plan, and contmue on to Secnon 5.

|

4.1. The followmg standards may be used to determine e]lglblllty of targeted low-mcome
children for child health assistance under the plan. Please note whether any of the
following standards are used and check all that apply. If apphcable describe the
criteria that wdl be used to apply the standard (Section 2102)(1:)(1)@»

O
]
4.1.5. ]
416 O
4.1.7. ]
]

]

4.1.8.
419

- does not restrict eligibility):

Geographic area served by the Plan:
Age:

Income:

' Resources (including any standards relatmg to spend downs and A

dtsposmon of resources):

Residency:

Disability Status (so long as any standard relatmg to disability status

Access to or coverage under other health coverage
Duratlon of eligibility ' _ =
Other standards (identify and describe): |

i
‘

}

42. The state assures that it has made the followmg findings w1th respect to the ehgtblllty ,

standards in its plan (Secnon 2102)bX1XB))

421, [
422. D

423 [,

Proposed Effective Date

l

l

t
A

=
These standards do not discn'minate on the"bas'is of diagrlosis
Within a defined group of covered. targeted low-income children, these

. standards do not cover children of higher income families without

i
|
|

covering children with a lower family income.

These standards do not deny eltgtblhty hased on a child havmg a pre-

extstmg medical condition. -

i
i\

- o ’ R ' . H
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| . !

4.3.  Describe the methods of establ lshzng ehgrbllrty and contmumg enrollment.
(Section 2102)(bX2))

’

§

I

4.4.  Describe the procedures that assure:

44.1.

442

443,

444

445

Proposed Eﬁ'ectxve Date

|
|
|

'Through intake and followup screening, t_hat only targeted low-income
‘children who are ineligible for either Medicaid or other creditable
‘coverage are furnished child health assistance under the state child
health plan. (Section 2102)(b)(3)(A))

| N . ol

That children found through the screemng to be ehglble for medical
assistance under the state Medicaid plan under Title XIX are enrolled

for such assistance under such plan (Section 2102)b)3X(B))

That the insurance provided under the state child health plan does not

' substltute for coverage under group health plans (Section 2102)(b)3XNC))

1

The provision of child health assistance to targeted low-income children
in the state who are Indians (as defined in section 4(c) of the Indian
Health Care Improvement Act, 25 U.S.C. ;1603(c). (Section 2102)Xb)3XD))

I
Coordmatton thh other public and private programs providing

creditable coverage for low-income cluldren (Section 2102X(b)3NE))
! .

1

3
|
|
i
|

i
i
i
!

L
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Sectiun 5. Outrea'(;h and ;Coordin'ation. (Section 2102(&)) , 4 ’
Descnb,e the procedures used by the state to accomphsh:’

- 5.1, Outreach tbo faxmlxes of chxldren hkely to be ehglble for ass1stance or under other publ
‘ or private health coverage to inform them of the avaxlablhty of, and to assist them in
: enrollmg thexr ch11dren in such a program (Sectaon 2102(«:)(1)) - ' C
) i l ' N ) B , i . L ’

52, Coordmatu?n of the adnmnstranon of thxs program mth other pubhc and private health
© . insurance progrl ! (Section 2102(cx2)} ‘ S : :
; 1 1
i i R N
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Section 6.

D..

6.1.

o DRAFT - 9/12/97

Coverage jRequi‘rem'ents for Children’s Health InSureﬁce (Section 2103)

Check here if the state elects to use funds provided under Title XXI only to

provide expanded ehglblhty under the state’s Medxeald plan, and continue on to
Section 7. !

| ; ' . i
i i o

The state electsito provide the followmg forms of coverage to children:
(Check al hat apply.)

|
‘ 1

6.1.1. D Benchmark coverage; (Section 2103(a)(l))' .;

6.1: 1 1. [:] FEHBP-equivalent' coverage; (Section 2103(5)(1))
; \ (If checked, attach copy of the plan:)

6.1 .il 2. D State employee coverage; (Section 21032y (I checked identify .
I the plan and-attach a copy cf the benefits description.) '

6,113, D HMO with largest insured commercial enrollment (Section -
b 2103)3) (If checked, identify the plan and attach a copy of the
P benefits description.) ,

612 [ Benehmark-equlvalent coverage; (Section 2103(a)(2)) Speclfy the coverage

including the amount, scope and duration of each service, as well as any
exclusions or limitations. Please attach sxgned actuarial report that

| meets the requirements specified in Sectxon 2103(c)(4) See -
mstructlons

a’pplicable to New York; Florida; Pennsylvania] Please attacha.
description of the benefits package, administration, date of enactment.
If “existing comprehensive state-based coverage” is modified, please
provide an actuarial opinion documenting that the actuarial value of the
* modxﬁcanon is greater than the value as of 8/5/97 or one of the
benchmark plans. Describe the fiscal year - 1996 state expendltures for
“exxstmg comprehensive state-based coverage

i j

6.13. [ Exxstmg Comprehensive State-Based Coverage; (Section 2103(a)3)) [Only
- |
l

6.1.4. [ ' Secretary-Approved Coverage. (Secnon 2103(a)(4))
i
|
|

o
'
i
[
!

Proposed Effective Date _ ' 9 .. Version 9/12/97
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62 The state elects to provrde the followmg forms of coverage 10 chtldren .
(Check all that apply If an item is checked, describe the coverage with respect to the o
amount, duratron and | scope of services covered as well as any exclusrons or’
hmrtatlons) (Section 2110()), : ;

L

Inpatlent services (Section 2110(a)(1)) o ;

l

0 ,

621,
6.2.2.
623
- 6.2.4.
625,

' Outpatrent servrces (Section mo(a)(z))
Physrcran services- (Sectlon 2110(3)(3)) T
o Surgrcal serwces (Seation 2110()4). , y

;Chmc semces (including health center semces) and other ambulatory
. health care services. (Seetton 2110(:)(5)) B :

‘Prescnptron drugs (Sectmn zuo(a)(s)) A

|
627. 0
628
629

‘ N Over-the-counter medications (Secﬁon 2110(:)(7»
Laboratory and radrologreal servrces (Sectmn 2110(a)(8))

o Prenatal care and prepregnancy farmly semces and supphes (Section
@ '2110(a)(9)) '
i Inpatlent mental health semces other than services described in 6. 2 18 '

]
I
O]
O
6256 0
O
O
o
El

" 6.2.10.

’ rncludmg residential or other 24- hour therapeutrcally planned structural

‘ s{ervrces (Section 2110(3)(10)) 3 ‘ l- o S ‘
‘ \V 6.2. 1 1.‘i,l:lu ' ,'(Dutpatlent mental health servrces other than services descnbed in

. 6.2.19, but incluiding services furnished in a state—operated mental .

: S B hosprtal and. lncludlng commumty-based Services (Section 2110(aX11)
4 6.2:12. ‘ Durable medrcal equipment and other medrcally-related or remedral

devices: (such as prosthetic devices, 1mplants eyeglasses hearmg ards
dental devices, and adaptive devices) (Section 2110(a)(12)) :

) 6.2.13.'5, Drsposable medrcal supplies (Section 2110(a)(l3))

6.2.14. L1 Home and commumty-based health care semces (See mstructrons)
R (Sechon 2119(-)(14)) : g , ,
6.2.15. l:] Nursmg care semces (See mstructrons) (Section nm(a)(ls))

“6216.00 Abortron only if necessary to save the life of the mother orif the o
‘ pregnancy is the result of an. act of 1ape or mcest (Secﬁon 2110(a)(15) o

- o6217.0) Denta.l Services (Section 2110)17) | ( ‘
6.2.18. 1] I[npatrent substance abuse treatment semces and resrdentral substance
T abuse treatment services: (Section 2110(a)(18)) ' : : :

Proposed Eﬁ'e'ctiue"bate ‘10. o | Versron 9/12!97

- but including services furnished in a state-operated mental hospital and =
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6.2.19. [ | Outpatlent substance abuse treatment semt:es (Secmm 2110(a)(19))
- 6.2.20. D.l Case management services (Section’ 2110(3)(20)) A
6.2.21. [] l ) Care coordmanon services {Secnon 2110(a)(21)) -

6 222 l:l | Physlcal therapy, occupational therapy, and semces for 1nd1v1duals wnh

‘ speech, ‘hearing, and language disorders (Section 2110(a)(22))

6223 D ; Hosplce care (SecﬂonleO(a)(23)) S

- 6.224.[] Any other medical, dlagnosttc screemng, preventtve restorattve :

; remedlal therapeutlc or réhabilitative services. (See mstructxons)
| ,(Secuon 2110(aX24)) ‘ ; , ‘

62.25. ] 'Premtums for private health care msurance coverage (Section 2110(a)(25)) o
l : “

6 2 26. l:l a -Medtcal transportatlon (Section 2110(&)(26)) ‘

. 6.2.27. D Enablmg services (such as . nsportatton, translation, and outréach
' ' *semces "(See mstructtons) (Secnon 2110(a)(27)) ‘
6.2.28. O

. Any other health care services or 1tems specxﬁed by the Secretary and
e not included under this section (Secﬁon 21106)28) -

|
1
{
{
!
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6.3,  Waivers - Addltronai Purchase Optlons If the state w1$hes to provide services
under the plan through cost effective alternatives or the purchase of farmly coverage, it
must request the appropriate waiver. Review and approval of the waiver application(s)
will be distinct from the state plan approval process. To be approved the state must
address the followmg (Sectmn 2105(cX2) 2nd(3))

631 1,
i

Proposed Effective Date

¢
|

. Cost Effective Alternatlves -Payment may 'be made to a state in excess

of the 10% limitation on use of funds for payments for: 1) other child
health assistance for targeted low-income children; 2) expendrtures for
hea.lth services initiatives under the plan for improving the health of
chrldren (including targeted low-income children and other low-income
children); 3) expenditures for outreach actmtres as provided in section
2102(c)(1) under the plan; and 4) other reasonable costs incurred by .
the state to administer the plar, if it. demonstrates the followmg

Coverage provided to targeted low-income children through
such expenditures must meet the coverage requirements above;

Describe the coverage provided by the alternative delivery

system. The state may cross reference sectron 6.2.1 - 6. 2 28.

 (Section 2105(X2XBY)

The cost of such coverage must not be greater, on an average

per child basis, than the cost of coverage that would otherwise

be provided for the coverage described above; and Describe

the cost of such coverage on an average per child basis.
(Section 2105(c)(2)(B)(h)) :
j

‘The coverage must be provrded through the use of a

commumty-based health delivery system, such as through

~ contracts with health centers recelvmg funds under section 330

of the Public Health Service Act or - with hospitals such as those .
that receive disproportionate share payment adjustments under
section 1886(d)(5)(F) or 1923 of the ‘Social Security Act.
Describe the community based dehvery system. (Section
zros(c)(z)(B)(iii)) : .

12 Version9/12/97
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6.3.2. [ . ZPurchaSe‘ of Family Coverage. Describe tae plan to provide family
‘coverage. Payment may be made to a state for the purpose of family
coverage under a group health plan or health insurance coverage that
includes coverage of targeted low-mcome children, if it demonstrates
the following: (Section 2105(cX3) »

Purchase of family coverage is cost-effective relative to the
amounts that the state would have paid to obtain comparable
coverage orily of the targeted low-income children involved; and
.(Describe the associated costs for purchasing the family .

3 coverage relative to the coverage for the low income

| children.) (Section 2105(:)3XA)
22 ‘The state assures that the family coverage would not otherwise

" ‘substitute for health insurance coverage that would be provided
“to such children but for the purchase of family coverage. (Section

2105((:)(3)(3)) .

o

SR VS
[
—

- 6.3

.
i

; T o oy
- . . o !

1 i
: o
i . . 4
j . : :

.

o
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Sectxon 7. Quahty and Appropnateness of Care e ‘,

t D» . Check here if the state elects to use funds provnded umder Tltle XXI only to provnde |

' expanded ellglblllty under the state § Medncald plam and contmue on to ‘Section 8.

- [ ' , :

71 jDescnbe the methods (mc udmg extemal and mtemal momtonng) used to assure the
‘ quality- and1 appropnateness of care, partncularly with respect to well-baby care, well-

“child care and 1mmumzatlons prowded under the p an. (2102(:)(7)@» ‘
- Will the state utnllze any of the followmg tools to assure quahty’7
~ (Checkall that apply and descnbe the actmtles for any categones utlllzed )

71 O 'Quahtystandards Sy

712. 00 ‘..Perfarmance measurernent e

7.13. [0 .'Informanon strategles S
7114 D : Quahty 1mprovement strategles .

S 72, Descnbe the me{hods used, mcludmg momtonng, to assure access to covered servxces, -
~ including emergency semces (2102(a)(7)(a)) - _:x o
o
; co
oy |
. |
[
; 3
" | i
| !
I . :
| 3 o
i %
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Section 8. Cost Sharmg and Payment {Section 2103(e))

an

P
B
Proposed Effective Date
. |
\
1

Check here if the state elects to use funds provided under T|tle XXI only to provnde
expanded ehglblllty under the state s Medicaid plan, and continue on
to Section9. | ! !
| o
8.1 Is cost-sh.arin:g imposed on any of the children covered under the plan?
T o o : '
8.1.1. E]‘ YES | . v
8.1.2. 'E] i No skip to question 8.5. S

8.2. Describe the amount of cost- shanng and any shdmg scale based on income:
(Section 2103(e)(1)(A)) o !
82.1. Prenuums: ‘ :
8.2.2. Deductibles:, _ ‘ !
8.2.3. Coinsurance. :
824, Othér: -

8.3. | Describe how the publlc will be notified of this cost- shanng and any differences based
on income: | .

'
1

8.4. The state assures that it has made the following ﬁndings with respect to the cost
sharing and{payrnent aspects of its plan: (Section 2103()) :
‘\ A -
8.4.1. D Cost sharlng does not favor children from hxgher income farmlles over
lower income families. (Section 2103(eX1XB)) |

\
|
8.4.2 [ 1 No cost-sharing applies to well-baby and well-child care, including age- -
; i appropnate immunizations. (Section 2103(eX2))
8.43. [] f No child in a family with income less than 150% of the Federal Poverty
- Level will incur cost- sharing that is not perrmtted under 1916(b)(1).
‘8.4.4. [] : No Federal funds will be used toward state matchmg requlrements
. (Section 2105(cX4)) .
8.4.5 [ | No premiums or cost-sharing will be used toward state matchmg
o | requtrements (Section 2105(cX5) .
ga46 [1 1 No funds under this title will be used for coverage if a private insurer

: would have been obligated to provide such assistance except for a
! prowsnon limiting this obligation because the Chlld is eligible under the
| this title.
‘J . ; .
15 .~ Version9/12/97 -
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1.

|

(Section 2105(c)(6)(A))

8.4.7. [ ; Income and resource standards and methodologtes for: deterrmmng
~ Medicaid eligibility are not more restrictive than those applied as of June
1, 1997. (Section 2105(dX1))

848 [ Nofunds provided under this title or coverage funded by this title will
, - include coverage of abortion except if necessary to save the life of the
| mother or if the pregnancy is the result of an act of rape or tncest
i (Sectlon 2105XcX7XB)) - : '

849 [ ' No funds provided 'under this ntle will be used to pay for any abortion
' or to assist in the purchase, in whole or in part for coverage that
' includes abortion (except as described above). (Section 2105)c)TXA))
8.5. Describe how the state will ensure that the annual aggregate cost-sharing for a family
does not exceed 5 percent of such family’s ar- al income for the year involved: (Section -

2103(e)(3)(B)) '

'

) l ‘
8.6, The state aqsures that ‘with respect.to pre—exlstmg rnedlca.l conditions, one of the
following two statements applies to its plan: l

1
5 !
i

-t

8.6.1. El | The state shall not permit the impesition of any pre-existing medical
! condmon exclusion for covered services (Secnon 2102(x1%Bxi);, OR

J The state contracts with a group health plan or group health insurance
coverage or contracts with a group health: plan to provide family

. coverage under a waiver (see Section 6.3.2. of the template). Pre-

- existing medical conditions are permitted’ to the extent allowed by

I-IIPAA/ERISA (Section 2109(a)(1,2)). Please descnbe o

¢

862 [

|
|
|
i
i
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i

~ Section 9. Strategic Objectivés and Performance Goals for the Plan Adminis’tration (Section 2167)4

.
i

9.1. - Describe str:ategic objectives for increasing the extent of creditable health coverage
among targeted low-income children and other low-income children: (Section 2107(a)2)

t

] . o

!
:

3

92 Spec1fy one;or more performance goals for each strategic objeetlve identified: (Section

2107(aX3)) ‘

l .
l |

i
R

z , - ]

93, Descnbe how performance under the plan will be measured through ‘
objective, mdependently verifiable means and compared against performance goals in
order to deterrmne the state’s performance, taking into account suggested performance

indicators as specxﬁed below or other indicators the state develops
(Section 210’?{a)(4)(A),(B)) ;

l

i

" Check the appllcable suggested performance measurements listed below that the state
plans to use; (Section 2107Ga)4) : ,

931. [ l
|

932
93.3.
934

. 93.6.

[]
[]
L]
935 [
5. L
9.3.7. [

i
i

 The increase in the percentage of Med1ca1d~ehgxble children enrolled in

Medlcald

. The reduction in the percentage of umnsured chlldren

. The increase in the percentage of children w1th a usual source of care.

The extent to which outcome measures show progress on one or more
of the health problems identified by the state.

HEDIS Measurement Set relevant to chtldren and adolescents younger

Vthan 19. ]
: Other child appropnate measurement set. LlSt or descnbe the set used.

Ifnot utilizing the entire HEDIS Measurement Set, spec1fy which
rneasures will be collected, such as: o

9. 3 7.1 D ' Innnumzatrons !
9372 [ Wellchild care
- 93.73. [ Adolescent well visits |
'>9f;3;7.4. [ Satisfaction with care :
933.7.5. [ Mental health
9.;3.7.6. [0 Dental care :
o 17" Version ?/12/97 )
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9i.3.7.7." ] ..Other, pieasé list:
938 [ ! Performance measures for special targeted populations. :
. ; i N
94 [ ‘ The state assures it wxll coilect all data, mamtarn records and furmsh reports to

the | Secretary at the timnes and in the sta.ndardrzed format that the Secretary
requrres (Section 210?(1))(1))

{ : e : i .
95 [ The state assures 1t will comply wrth the annual assessment and evaluation
requrredsunder Section 10.1. and 10.2. (See Sectlon 10) Briefly describe the

state s plan for these annual assessments and reports (Secﬁou 2107(bX2))

t

i :
. : ) : I

9.6 g The staté assures it will provide the Secretary with,access to any records or
mformatlon relating to the plan for purposes of revrew -of audit. (Section
21070)) _ S
97. 11 The staté assures that, in developing performance measures, it will modify those

medsures to meet national requirements when such' requirements are developed.

§
i

A o

t
3
t
|
1
i
\
s
|
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i
9.8.  The state assures, to th'e extent they apply, that the following' prowsmns of the Social Secunty
Act will apply under Tltle XXI to the same extent they apply to a state under Title XIX:

© (Section2107(e)) | |
i s
- 9.8.1. [] l : =Secti(:m 1902(a)(4)(C) (relating to co‘hﬂictfof interest standards)
982 [] Paragraphs (2), (16)-and (17) of Section 1903(1) (relatmg to limitations
‘ | on payment) ;
9.8.3. ! Sectlon 1903(w) (relatmg to hrmtatlons on provider donatlons and
' I taxes) | L
984 [] i Section 1115 (relatxng to waiver authonty)
' 9.8,5. ] Sectlon 1116 (relating to administrative and judicial rewew) but only
1 msofar as consistent with Title XXI - |
986 1" Sectlon 1124 (relating to «__closure of ownersmp and related
' v mfonnatlon) ' ; :
9.8.7. [] 1 Sectlon 1126 (relating to disclosure of mfennatxon about certain
- -conwcted individuals) : :
988 D ﬁ :'Sectlon 1128A (relating to civil monetary penaltles) ‘ )
989 D P Sectxon 1128B(d) (relatmg to cnmmal penaltles for certain additional

? charges) 1
938. IO.D ? " Sectlon 1132 (relatmg to periods within which claims must be filed)

|
9.9. - Describe the process used by the state to accomphsh mvolvement of the pubhc in the
design and 1mplementanon of the plan and the method for msunng ongoing pubhc

vmvolvement (Section 2107(c))

Lo .
9.10. Provide a bildge‘t for this program. Include details on the planned use of funds and
" sources of the non-Federal share of plan expendntures (Section 2107(d)

!
A financial form for the budget is being developed, w1th mput from all mterested

parties, for Istates to unhze

i !'

a

; 1
- . '. l S . | i \‘
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S=eti~n 10. Annual Reports and Evaluataons (Section 2108) .
' Lo

1

- 10.1. Annual Reports The state assures that it will assess the dperation of the state plan
under this Tltle in each fiscal year, including: (Section 2108(8)(1),(2))

10. 1 1. L__] The progress made in reducing the number of uncovered low-
income children and report to the Secretary by January 1

f following the end of the fiscal year on the result of the -
b assessment, and ;
10. 1 2. O ‘ 'Report to the Secretary, January 1 follovnng the end of the ﬁscal
g : o year on the’ result of the assessment
.
- |
o |
; I :
S 3
o
1 § N
L ;
i H C
A i
.
! ; !
i f , .
] ]
o ]
| |
SRR |
o ;
b [
| i ;
L
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Below is a chart listing the types of information that the state’s annual report mlght mclude
Submission of such mformatxon will allow comparisons to be made between states and on a
nationwide basis. ' i »

Attributes of Population \ Number of Chlldren with Number of Children w1thout ‘TOTAL
: | | Creditable Coverage Creditable Coverage .

XIX OTHER CHIP A

Income Level:

< 100%

i

1 ‘

T . .
<133% - o C . , ;
<185% | |

< 200% o | " i
> 200% R | '

Age
0-1 |

1-5 . [ ‘ . T
6-12 - |

13-18
Race and Ethnicityv

Americanimdian or‘Alaskan
Native

\
i

Asian or Pacific Islander ‘ |
t .
f
|

Black, not of Hispanic origin

}_Iispartic

|
White, not of Hispanic on'gip 3 ‘[ .
Location
MSA ]
Non-MSA

Proposed Effective Date _; 21 Version 9/12/97
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102 ] State Evaluatxons The state assures that by March 31, 2000 it will submit to

,the Secretary an evaluation of each of the items descnbed and listed below:
(Sectlon 2108(b)(A)-(H)) . ! »

. !
i o ,
102:1. 0 An assessrnent of the effectiveness of the state plan in increasing the-
\ ‘ number of children with creditable health coverage

~1022. A description and analysxs ‘of the eﬁ'ectweness of elements of the state
‘ f plan, including: _
10. 2 2. lt OJ The characteristics of the children and families assisted under the
o g - state plan including age of the children, family income, and the
. .. assisted child’s access to or coverage by other health insurance
| prior to the state plan and aftere 1g1b1hty for the state plan ends;
10.2.2.2. [ The quality of health coverage prowded mcludmg the types of
:  benefits provided; '

10.2.2:3; [J The amount and level (mcludmg payment of part or all of any

i

L premium) of assistance provided, by the state;,
- 10.2.2‘43-[] The service area of the state plan; . ,
f 10225| [  The time limits for COverage ef a chhd under the state plan;
| ‘ "1‘0.2‘».2.6.3 C] The state’s choice of health beneﬁts coverage and other methods
" used for providing child health assistance, and
10.?;..2.7 ] The sources of non-Federal funding used in the state plan

: P ' .
10.2.3. Dl An assessment of the effectiveness of other‘public and private programs
' in the state in increasing the availability of affordable quality mdmdual

' and famﬂy health insurance for chxldren

E
o
:

L
; |
|
Proposed EffectiveDate . = 22 Version 9/12/97
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103. O

104 [

Proposed Effective Date

102.6. [

1027. O

i

1028 O Ahy other matters the state and the Secretary considér appropri.a_te.

N

The state assuresl it will comply Wlth future repcrtmg reqmrements as they are

developed
|

The state assures that it will comply with all applicable Federal laws and regulations,
including but not; limited to Federal grant requ1rements and Federal reportmg
requlrements. : ‘

i
|
i
!
|
i
i

}

'
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A review and assessment of state activities to coordmate the plan under
this Title with other public and private programs providing health care

and health care financing, including Medlcald and maternal and child
hea.lth semces

An analysis of changes and trends in the state that aﬁ‘ect the provision of
“accessible, aﬁ'ordable quality health insurance and health careto.
" chlldren . , '

A description of any plans the state has for improving the avallablhty of

health msurance and health care for chlldren
|

|

i

i

yl

|
I

23

Recommendations for improving the program under this Title.
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