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FOREWORD

NASHPs Hood Tide Forums are designed to provide high ranking legidative leaders and executive
branch officias with the rare opportunity to meet in smdl, informa seminars on topics of key concern to
them.

Each Forum is designed to be off-the-record and to offer participants the chance to assessthe
successes and shortcomings of past initiatives, to learn from their colleagues of promising new policies
and programs, and to craft new idess for future action in Sate hedlth policy.

At thefirst Flood Tide Forum, held in December of 1999, the Nationd Academy for State Hedlth
Policy convened policy makers from twelve states that had been active in the hedlth policy reform
movement. Participants reviewed and examined twenty-five years of state-based efforts amed at
reducing the number of uninsured Americans, brainstormed about possible modds for future expansion,
and reached consensus on lessons learned from their experiences.!

Since the1999 Forum, the ability of states to continue their initiatives to expand access to the uninsured
has been hampered by the dide from economic boom to recession, the erosion of employer-based
coverage due to the rigng costs of insurance premiums, the erosion of the federd surplus, and the
redirection of funds to nationa security after the attacks of September 11, 2001. The commitment to
expanding access to hedth insurance remains strong, but the attainment of this god has again become
an enormous chdlenge in the face of growing sate budget deficits and rising hedth care cogts. Inthe
current atmosphere, states are struggling to maintain whatever gains they were able to achieve in recent
years.

That being said, it isdso true that states have a history of crestive innovation during times of budget
woes. Mot of the advances in access for the uninsured devel oped on the hedls of state recessions:?
Thus, the time seemed right in the fall of 2002 to convene the third Flood Tide Forum,® to bring
together key policy leaders and thinkers for a discussion amed at developing additiona innovative
drategies to improve access for the uninsured.

See Appendix | for a summary of these lessons.

?Trish Riley, Plenary Address, Necessity is the Mother of Invention: Sate Health Policy
Meeting the Budget Challenge, Philadelphia, PA, August 5, 2002.

3The third Flood Tide Forum was held in Boston, MA, on September 9-10, 2002. The second
Flood Tide Forum was held in June 2000 and addressed the problem of medical errors. See: Trish Riley,
Improving Patient Safety: What States Can Do About Medical Errors (Portland, ME: National
Academy for State Health Policy, 2000).
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INTRODUCTION

Where do states go from here? For the past thirty years, states have tried awide variety of initiatives
designed to increase insurance coverage for the uninsured. Despite many successes, 41 million
Americans remain uninsured,* and that number is increasing as the country faces an economic downturn
and rapidly risng hedth care cogts. Most of the uninsured are from families where one or more people
areemployed.® Ascostsrisg, in part because the cost to providers of treating the uninsured is shifted to
the insured, employers can no longer afford to offer comprehensive coverage and are in turn shifting
more of the high cost of premiums to employees, or offering only bare-bones or catastrophic plans.
Facing budget deficits, states are forced to cut back public hedlth insurance coverage and postpone
new initigtives.

With this as background, the participants of the Flood Tide Forum gathered to address the question of
how to achieve universa hedth insurance coverage in the United States.

Discusson at the Forum was lively and reflected the off-the record nature of the conversation. The
purpose of this broad discussion was to examine state experience with expansion efforts and to explore
new and innovative ways to achieve universal coverage, the strengths and weaknesses of various
approaches, the barriers that attempts to reach universal coverage might encounter, and some ideas for
how those chalenges might be addressed. This paper provides an update of what Sates have done
since Access for the Uninsured: Lessons from 25 Years of Sate Initiatives® was published in
January 2000 and a summary of the discussion at the Flood Tide Forum [11. It isnot intended to be an
exhaudive review of the literature, an dl-inclusive description of every date initiative, nor aconsensus
blueprint of the best means of achieving universal coverage.

4U.S. Census Bureau, Public Information Office, www.census.gov , downloaded November 19,
2002 (last revised: September 30, 2002)

5U.S. Census Bureau.

5Trish Riley and Barbara Y ondorf, Access for the Uninsured: Lessons from 25 Years of State
Initiatives (Portland, ME: National Academy for State Health Policy, 2000).
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FLooD TIDE FORUM 1999: A SUMMARY OF LESSONS LEARNED

The first Flood Tide forum was held in December 1999 and looked back over the previous twenty-five
years during which states had experimented with awide variety of initiatives to expand access to hedth
carefor the uninsured. In ther roles as regulators, purchasers, and providers, states had:

. created state-funded programs,

. expanded and restructured Medicaid,

. experimented with individua and small business subgdies,

. reformed the individua and smdl group insurance markets,

. created medical savings accounts,

. established purchasing dliances, high-risk pools, and indigent care programs, and
. crafted children’s hedlth coverage.

At the first Hood Tide Forum the Nationd Academy for State Hedlth Policy convened policy makers
from twelve states that had been active in the reform movement. Participants reflected on their
experiences, brainstormed about possible models for future expansion, and reached consensus on
lessons learned from their experiences.” The following is asummary of their condusions.

. States had laid the groundwork for a number of federal programs that ensured access to
increased numbers of the uninsured, and they demonstrated the successes and shortcomings of
numerous reform efforts. The Congress enacted the Health Insurance Portability and
Accountability Act (HIPAA) and State Children’ s Hedlth Insurance Program (SCHIP) only
after many states had demonstrated the success of those initiatives.

. State demondtrations had shown thet, in order to provide coverage to significant numbers of the
uninsured in avoluntary market, benefits must be comprehengve and affordable, carefully
marketed, and offered through a smplified and accessible digibility and enrollment process.
They had clearly demonstrated that the cost of coverage poses a significant barrier to accessng
coverage.

. To achieve affordability, plans must be offered at a substantialy reduced cost to low-income
families. Asof the year 2000, it gppeared that smal group insurance reforms, purchasing
cooperatives, bare-bones policies, Medica Savings Accounts, and state tax incentives, while
important demongtrations, had not proved effective as Strategies to reduce the number of
uninsured.

See Appendix A for the full text of the lessons learned.
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. There was dso considerable evidence to show that strategies targeting sub-populations of the
uninsured (pregnant women, children) succeed in achieving political consensus.

. SCHIP demondirates that the greater the flexibility states have in tailoring their programsto
meet loca needs and to factor in budget congtraints, the more likely they are to respond to
federal incentives to expand coverage. The SCHIP program is viewed as a political success as
it has legidative and popular support. SCHIP could be abase for future reform, particularly if
the federd government dlows saes to sreamline digibility, alow buy-ins, and establish family
coverage.

. Participantsin the first Flood Tide Forum noted repestedly that what is needed isa public

commitment, aclearly articulated socid contract, to guarantee hedth coverage for al
Americans. Absent that, future reformswill continue to fal short of the mark.

National Academy for State Health Policy©November 2002 3



WHERE ARE WE Now?: A SUMMARY OF STATE INITIATIVES

In the nearly three years since the first Flood Tide Forum, states have continued to search for waysto
provide hedth insurance to their uninsured resdents. While afew sates are again discussing single-
payer coverage, most have taken an incrementd approach and are using avariety of srategies, either
aone or in combination, to increase available funds and expand access to hedth insurance. It is notable
that, despite the economic boom that lasted into 2001, recent initiatives to reduce the rate of the
uninsured have been led by public sector expansions. Indeed, between 2000 and 2001, the percent of
people insured under publicaly financed programs rose from 24.7 to 25.3 percent, while private-
sponsored coverage fell from 71.9 to 70.9 percent.? (Note: This section describes the types of efforts
dtates have made in the past three years to expand coverage and uses specific examples of sate
initiatives to illustrate the genera gpproach. It isnot a complete catdogue of date initiatives. See
Appendix B for more complete information about Sate initiatives.)

The State Children’s Health Insurance Program

With the enactment of the State Children’s Health I nsurance Program (SCHIP) as part of the
Baanced Budget Act of 1997, states were provided with $40 hillion in federd funding over aten-year
period to cover uninsured children from families earning up to 200 percent of the federa poverty leve
(FPL). States may cover children in SCHIP by expanding the Medicaid program, establishing a
separate SCHIP program, or both. Since the first Flood Tide Forum, SCHIP has been implemented in
all 50 states and the District of Columbia and the number of children ever enrolled in SCHIP has
reached 4.6 million.° States receive ahigher level of federa matching funds for SCHIP program
expenditures than for Medicaid expenditures.

Medicaid/SCHIP Expansions

States have consderable leeway to establish digibility in their regular Medicaid programs and they have
used it. For example, beforeits Section 1115 waiver was modified for parent coverage under SCHIP,

8Robert J. Mills, Health Insurance Coverage: 2001. (The US Census Bureau, September
2002).

SVernon K. Smith and David M. Rousseau, SCHIP Program Enrollment: December 2001
Update (The Kaiser Commission on Medicaid and the Uninsured, 2002); The State Children’s Health
Insurance Program Quarterly Report, Second Quarter FY 2002 (CMS, July 2002). The number of
children ever enrolled is the unduplicated count of children enrolled during a period of time but does not
take into account children leaving the program.
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Rhode | land covered parents of Medicaid/SCHIP digible children under Section 1931.1° Also,
New Jersey’s SCHIP program disregards all income between 200 and 350 percent FPL, which in
effect, increases the family income limit for digibility from 200 percent to 350 percent FPL.!* If astate
expands a program under sandard digibility rules al standard Medicaid and SCHIP requirements
aoply to people covered under thistype of expangon. In the Medicaid program, for example, this
means that states cannot cap enrollment, are required to offer the same benefit package to all
participants, and can only implement limited cost-sharing provisons.

There are, however, severad avenues open to states for expanding their Medicaid/SCHIP programs that
alow them to access, or draw down, federd matching funds and aso offer some flexibility beyond the
standard Medicaid/SCHIP parameters.

Section 1115 Research and Demonstration Waivers

The federal government may approve state applications for 81115 research and demondtration waivers
that alow gtates to waive specified Medicaid requirements in order to test innovative policy initiatives,
but federd funding under the waiver is limited to the amount the federal government would have spent
absent the waiver, i.e, the initiative must be budget neutral. Under a gandard 81115 waiver, states
may waive most provisons of Title X1X (Medicaid), including those regarding cost-sharing limits,
bendfit packages, and income digibility limits.

A recent example is Utah where a standard 81115 waiver was granted that alows the state to reduce
the benefit package provided to some categoricaly digible Medicaid beneficiaries and use this savings
to expand Medicad/SCHIP digibility for alimited benefit package (primary and preventive care-only)
to up to 25,000 uninsured adults age 19 and older with incomes under 150 percent FPL.*2

In another example, Maryland received approva in July 2002 of a 81115 waiver to create a
pharmacy discount program. Thiswaiver dlows the state to receive federd Medicad matching funds
for (1) aprevioudy state-only funded program for low-income people (those earning below about 116
percent FPL), and (2) Medicare beneficiaries who do not belong to the first group but have annud

10section 1931 of the Social Security Act requires states to cover everyone they would have
covered under Medicaid before the implementation of the TANF (Temporary Assistance for Needy
Families) program. It aso allows states to expand eligibility beyond those limits.

"Neva Kaye, Cynthia Pernice, and Kirsten Wysen, SCHIP Family Coverage in Three Sates:
A Report on the Early Experiences of New Jersey, Rhode Island, and Wisconsin, (Portland, ME:
NASHP, forthcoming).

12CMS, Utah Coverage of Uninsured Demonstration Fact Sheet, (CMS, Updated 8/20/02).
http://cms.hhs.gov/medi cai d/1115/utpncfs.pdf
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incomes of no more than 175 percent FPL. Members of the first group receive dl Medicaid covered
drugs for a$5 co-pay, while those in the second group can purchase Medicaid covered drugs at 65
percent of the cost of the drug to the Medicaid program (plus $1 processing fee paid to the
pharmacist).’?

Health Insurance Flexibility and Accountability Initiative (HIFA)

In partid response to Sate concerns that the 1115 waiver gpplication processis unwieldy and time-
consuming, the federal Centers for Medicare and Medicaid Services (CMS) launched the Hedlth
Insurance Hexibility and Accountability Initiative (HIFA). HIFA facilitates Sate gpplications for 1115
waivers that expand Medicaid digibility by alowing them to use a streamlined application to apply for
an 1115 walver if their proposed waiver meets certain additiona specifications in addition to those that
al 1115 waivers must meet. These waivers may be funded by (1) offering a reduced benefit package
to optional populations that are less costly than those offered to mandatory Medicaid populations, (2)
participant premium payments, or (3) unspent SCHIP funds.** Three examples of recent HIFA
waiversfollow.

. In December 2001, Arizona obtained approva to expand coverage to two populations:
1) adults over 18 without dependent children and with income at or below 100 percent FPL
and 2) parents of children enrolled in Medicaid or SCHIP, who are not themselves eigible for
either program, with incomes above 100 percent and below 200 percent FPL.

. In August 2002, New M exico obtained approva for awaiver to cover two populations;
1) parents with children enrolled in either Medicaid or SCHIP whose family incomeis at or
below 200 percent FPL, and 2) childless adults ages 19-64 with family incomes at or below
200 percent FPL. Under thiswaiver New Mexico anticipates that the employer and employee
will share in the cost of covering the enrollee under HMO contracts that the Sate plansto
negotiate with HMOs; the enrollee will be digible for services provided under the HMO

3Maryland Department of Health and Mental Hygiene, Fact Sheet - Maryland Pharmacy
Waiver Program. (Batimore, MD: MD DHMH, 2002).

1HIFA waivers, in addition to meeting all the requirements for obtaining regular 1115 waivers,
must be a statewide expansion which coordinates public and private coverage. (Barriers to effective
coordination are discussed on page 8.) The waiver may not have an effect on rules that govern
populations that states are mandated to cover. HIFA requirements and the benefits to states of applying
under this initiative are discussed in Guidelines for Sates Interested in Applying for a HIFA
Demonstration, which is available at  http://cms.hhs.gov/hifa/hifagde.asp

15CMS, Arizona HIFA Amendment Fact Sheet, (CMS, last modified on July 15, 2002).
(http://cms.hhs.gov/hifa/fact1211.asp)
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contract, not for al Medicaid services. Findly, employers, aswell as participants will
contribute to the premium cost.'6

. In September 2002, M aine received a Section 1115 waiver through the HIFA initiative to
expand MaineCare (Medicaid/ SCHIP) coverage to about 11,500 low-income, childless adults
with annua incomes up to 100 percent FPL.Y’

Work Incentives

The federal Balanced Budget Act (BBA) of 1997 and the Ticket to Work and Work Incentive
Improvement Act (TWWIIA) of 1999 dlow states to provide Medicaid coverage to working
individuas with disabilities who could not otherwise qudify for Medicaid because of their earnings.
Programs established under these provisions are often referred to as “work incentives’ or “Medicaid
buy-in programs for people with disahilities” These provisons alow dates leeway in determining
digibility rues!® They may aso establish cost-sharing requirements, such as premiums, greater than
alowed under sandard Medicaid. Finaly, states are not limited by budget neutrdity requirements.
They may draw down federal matching funds a the standard Medicaid rate for al state funds spent to
cover the cost of the expanson. As of July 2002, 21 states had implemented a work incentives
digibility group under BBA or TWWIIA.*®

Expanding Medicaid Without Federal Funding

16 Sources: (1) CMS, New Mexico Health Insurance Flexibility and Accountability (HIFA)
Initiative Fact Sheet, (CMS, last modified on October 10, 2002). http://cms.hhs.gov/hifa/nmfs.pdf (2)
New Mexico Department of Human Services, Application Template for Health Insurance Flexibility
and Accountability (HIFA) §1115 Demonstration Proposal, (Sante Fe, NM: 2002).
http://cms.hhs.gov/hifalnmapp. pdf

"HHS. HHS Approves Maine Plan to Expand Health Insurance Coverage to 11,500
Residents, Press Release. HHS September 13, 2002.
http://www.hhs.gov/news/press/2002pres/20020913a.html

8For example, states have the option to offer coverage to employed individuals who had
previously qualified for work incentive coverage due to a disability and subsequently improved as a result
of treatment. Aslong as these individuals with a“medically improved disability” continue to receive
treatment, they may be eligible for Medicaid under this provision. Source: CM S, Work Incentives
Eligibility Groups, (CMS, last modified May, 2002). www.cms.gov/twwiia/eligible.asp

1%cMs, Work Incentive Eligibility Groups State Activity Map, (CMS, last updated July, 2002).
http://cms.hhs.gov/twwiia/statemap.asp
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Some dtates use their Medicaid programs as a platform to expand digibility without federd funding.
Medicaid offers a ready-made vehicle for expanson since the adminigtrative systems and outreach
programs are dready established. If states do not use federd funding they are not bound by any of the
Medicaid and SCHIP requirements, such as enrollment caps, limitations on benefit packages, or cost-
sharing requirements. They do, however, lose the benefit of federa funding. Rhode Island, for
example, uses state-only funds to cover quaified home-based childcare providers and their dependents
with the package of benefits that MCOs contract to cover under RIteCare (Medicad/SCHIP). These
employees do not pay apremium.?’ Because states now have greater flexibility under the HIFA
initiative, some states, such as Arizona?* are in the process of converting state-only funded Medicaid
expangonsinto HIFA initiatives.

Coordinating With Employer-Sponsored Insurance

States may subsidize employees premiums for private coverage through their employer’s group hedlth
insurance. They can do thiswithin their Medicaid and/or SCHIP programs (with or without awaiver of
some federa requirements) or through other programs that are not federaly funded.

Employer-sponsored insurance in Medicaid and SCHIP

Under their Medicaid programs and in those SCHIP programs that are expansions of Medicaid, states
may, if cost-effective, pay beneficiaries premiums, deductibles, coinsurance, and other cost-sharing
obligations for participation in an employer’s group hedth plan and receive federa matching funds for
those payments.? Participants in the employer plan continue to receive services covered by Medicaid
that are not covered by the employer’ splan. Some states, including M aryland and M assachusetts,
have also established “Employer Buy-In Programs’ under the separate SCHIP programs.® These
dates receive federd matching funds at the SCHIP rate for paying participants premiums in ther
employer-sponsored plan. Several forum participants, however, reported that these programs are

20Rhode Island Department of Human Services. Rite Care Health Insurance for Family
Child-Care Providers, Fact Sheet. (Cranston, RI: RI DHS, Downloaded September, 2002).
http://www.dhs.state.ri.us/dhs/heacre/drchiccf.htm

2ZLAHCCCS, Premium Sharing Program Semiannual Report, (Phoenix, AZ: AHCCCS,
October 2002). http://www.ahccces.state.az.us/publications/PremiumSharing/PSPSemi 1001. pdf

22Social Security Admnistration, §1906

Z3Debbie Chang, Integrating Employer Sponsored Insurance with Medicaid & SCHIP
Programs, presented on October 9, 2002, at the National Association of State Medicaid Directors
Conference.
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adminigtratively burdensome for states due to federa requirements that include the need to ensure—on
a case-by-case basis—that the purchasing of private coverageis cost effective and to offer wrap-
around services that fill any gaps between the employer’ s and the Medicaid benefit packages. Recently
granted waivers provide more flexibility. Rhode Idand, for example, received approval for a 81115
walver, that among other things, alows them to pre-gpprove most plans for cost-effectiveness instead
of determining it on a case-by-case basis®

States that use Medicaid and SCHIP funds to subsidize participants purchase of employer-sponsored
insurance (ESl) report that ERISA may act as abarrier to effective coordination of public and private
coverage. For example, some states report that many of the public program participants (Medicaid
and SCHIP) found to be digible for ESl coverage were not dlowed by their employer to immediately
enroll in the employer’ s plan.?® Instead employers required them to wait for an open enrollment period
to join the employer plan, thus preventing the public program from offsetting the public costs with the
private coverage. ERISA makesit difficult for states to address this issue because the coverage that
sdf-insured employers offer is not subject to Sate regulaions. (States could, through insurance
regulations, require insurers to alow public program participants thet the state identifies as having
accessto ES to join the employer’s plan immediately.)®®  Since one reguirement for obtaining a HIFA
waiver is coordination of public and private coverage, this issue has recently become more pertinent.

Employer-sponsored insurance in state-only funded programs

States can aso choose to subsidize private coverage without federd Medicaid or SCHIP funding.
These programs are not required by federd law to offer benefitsin addition to those covered by the
employer’s plan or meet any of the other requirements of Medicaid or SCHIP. (Other federd laws
such as ERISA and HIPAA continue to apply to these programs.)

An example can be found in Rhode I dland, which will subsidize the cost of employer-sponsored
insurance provided by licensed center based child care programs. If the center chooses to participate
in the program, the state will pay 50 percent of each worker’s premium cost up to $85. The program

#bid.

ZNote: the reasons that employers may be reluctant to participate in publicly funded programs are
discussed later in this report. (See page 31.)

%At least one state, Wisconsin, proposes to address this issue through a statutory language
change that would make the Medicaid agency’s identification of a participant’s access to ESI a
“qualifying event” that enables employees to immediately enroll in an employer sponsored health plan
(s.632.746). Source: Wisconsin Department of Health and Family Services. Biennia Budget Request:
2003-2005. Oct. 11, 2002. http://www.dhfs.state.wi.us/aboutdhfsyOSF/Budget/03-05Biennial Budget. pdf
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does not specify the insurance product that employers must offer.2” Findly, Or egon operates the
Family Hedth Insurance Assistance Program (FHIAP). This program subsidizes the premiums that
families (who have been uninsured for at least Sx months and that have incomes up to 185 percent
FPL) pay for private insurance products that meet certain requirements. Based on the applicant’s
income, the subsidy amount ranges from 50 to 95 percent of the participant’ s share of the premium.?

Purchasing Strategies

Purchasing pools and other strategies can be used to maximize buying power. For example, Delaware
was able to save $10 million in the costs of insurance for public employees by grouping together the
gate’' s four mgor contracts (hedth insurance for state employees and dected officids, Medicad
adminigration, hedlth care for adult inmates in state prisons, and hedlth care for juvenilesin detention
centers and psychiatric facilities) and reguiring bidders to submit proposals on each of them.® Asa
result, the state was able to avoid an increase in the premium amount contributed by employees

Some gtates are al'so modifying the structure of the hedlth care benefits they ddliver to state employees
in order to keep hedth insurance affordable. Minnesota, for example, has recently implemented a
three-tiered plan for state employees. All primary care providersin al contracted plans are assgned to
one of threetiers. Employees select a primary care provider and the co-payments the individua pays
vary according to the ‘ Tier” to which the provider belongs. Those providers that provide the most
cost-effective care (price and qudity) are placed in Tier 1, and employees who select these providers
pay the lowest co-pays*® Essentidly, as the cost-effectiveness of the provider declines, the co-
payment amountsincrease. Some insurance carriers are dso developing products that offer consumers

2’Presentation at NASHP Annua Conference by Jane Hayward on August 5, 2002. Slides

available at http://www.nashp.org/Files/Hayward.PDFE. This program is also discussed in Sharon Silow-
Carroll et d., Assessing Sate Srategies for Health Coverage Expansion, Commonwealth Fund
publication #565.

28 Oregon Insurance Pool Governing Board, Family Health Insurance Assistance Program
(FHIAP): Freguently Asked Questions, (Salem, OR: OR IPGB, February 2002).
http://www.ipgb.state.or.us/Docs/fhiapfags.htm Also, a 1115 waiver recently approved by CMS allows
the state to claim federal matching funds for FHIAP expenditures made on behalf of people who aso
qualify for Medicaid or SCHIP. However, the state continues to pay the subsidies of those who do not
qualify for Medicaid or SCHIP with state-only funds.

PMary Allen, “Bid Process Cuts State Health-Care Costs,” Delaware News Journal, June 10,
2002. (http://www.delawareonline.com)

3Minnesota Department of Employee Relations. Highlights: Minnesota Advantage Health
Plan. (MN DER, 2002). http://www.doer.state.mn.us/site3/bargaining/Hea thplan2.asp
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more choice within the same hedlth plan. Minnesota HedthPartners, for example, has crested a
“consumer choice’ plan that offers each enrollee achoice of one of three networks and one of three
benefit plans®

Pharmacy Benefits for the Uninsured

Asof July 2002, at least thirty states have established programs to help some people pay for
prescription drugs. Among these, twenty-Sx states operate programs that subsidize participants's drug
costs, and eight operate discount programs.®? California, for example, operates a discount program
that requires dl pharmacists that participate in the Medicaid program to limit the cost of drugs
purchased by Medicare beneficiaries to the Medicaid price, even if the Medicare beneficiary isnot dso
eigiblefor Medicad. Many state regulated drug discount programs have met with heavy resistance
from the pharmaceutica industry lobbying group PARMA. Vermont’s program, which offered
discounts to seniors not digible for Medicaid, was successtully challenged in court by PhRMA.
Maine's drug discount program was dso chdlenged by PhARMA and upheld at the gppellate levd.
PhRMA successfully petitioned the U.S. Supreme Court, and the Department of Justice has filed a brief
on the side of PhRMA, opposing the Maine program.®® Findly, other states are making use of 1115
waiversto bring in federa funding enabling them to extend their state dollars to provide prescription
drug coverage to more of the uninsured (See the previoudy described Maryland program.)

State-Only Funded Initiatives

States may aso establish programs that are not based on their Medicaid programs. As discussed
earlier, by not usng federd Medicaid money, states have the flexibility to expand coverage without
regard to Medicaid requirements and restrictions. (Other federa laws such as ERISA and HIPAA
continue to gpply.) On the other hand, these programs may require the development of anew
infragtructure at the state level and do not offer the advantage of federa funding to help cover ether the

31Jon R. Gabel, Anthony T. Lo Sasso, and T. Rice, “Consumer Driven Hedth Plans: Are They
More Than Talk Now?,” Hedth Affairs, web exclusive, Nov/Dec 2002.

%NevaKaye. Affording Prescription Drugs: State Initiatives to Contain Costs and Improve
Access. (Portland, ME: National Academy for State Health Policy, 2002)
http://www.nashp.org/_docdisp_page.cfm?LID=666CB5DC-7948-11D6-BD1700A0CC76FF4C
Another report that examines prescription drug coverage is: Kimberly Fox, Thomas Trail, and Steven
Crystal, State Pharmacy Assistance Programs, The Commonwealth Fund (pub #530).

3Amy Goldstein, "Court Hears Objections to Maine Drug Plan", Washington Post, September
22, 2002.
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adminidrative or service costs. An exampleisthe Pennsylvania program adultBasic. This program
is administered by the state’ sinsurance department and is funded with $76 million from the tobacco
settlement.  The program was implemented July 1, 2002, and provides basic hedth coverage to adults
aged 19 to 64 with incomes up to 200 percent FPL. Participants pay a $30 monthly premium with co-
payments and receive physician, hospitd, and accident and emergency coverage from private hedth
plans* Oregon implemented a state-only funded program with amore narrow focus. The state
adlows foster parents to enroll into its state employee benefits plan®® even though this group has a 300 to
400 percent lossratio (i.e., costs three to four times more to serve than state employees).*

Private Insurance Market

Strategies involving the private insurance market have been attempted, such as offering tax creditsto
purchase private insurance, establishing high risk pools for people who are uninsurable, and dlowing,
through state insurance regulation, catastrophic and reduced benefit packages with higher co-payments,
or other dtrategies aimed at controlling the costs of employer-based insurance. Asthe costs of hedth
insurance continue to rise dramaticaly, individuals are being forced to rely more and more on
catastrophic plans with very high deductibles, and employers are requiring employees to pick up an
increasing amount of insurance cogts and are looking for other ways to control costs. “Defined
contribution” plans are aso being promoted; in such a plan, employers generdly provide a catastrophic
plan to employees and contribute an amount of money into amedica savings account which the
employee can use toward the high deductible®  Arkansas is one state planning to implement private
sector initiatives such as creating health insurance purchasing pools and giving private insurance carriers
the flexibility to offer products without state-mandated benefits.

The state as reinsurer

Insurance premiums may be sgnificantly reduced by removing the highest cost daims from the
insurance risk pool and ingtead having the state assume responsibility for these dams by acting asthe

34pennsylvania Insurance Department, Facts about adultBasic: Working Toward a Healthier
Pennsylvania, (Philadelphia, PA: The Department, last updated October 2002).
http://www.insurance.state.pa.us/html/adultbasic.html.

30regon Revised Statutes §243.140

3Fiscal impact statement for HB3042-1, rev. Prepared by Mylia Wray, Oregon Public
Employees Benefit Board, June 8, 2001.

3"Anne Gauthier and Kathryn Martin, Shifting Responsibilities: Models of Defined
Contribution (Washington, D.C.: Academy for Health Services Research and Health Policy, 2002)
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reinsurer for the pool. By acting as reinsurer, a state may be able to increase access to hedth insurance
by holding down premium costs. New York, for example, as part of its Healthy New York program
for smdl businesses, acts asthe reinsurer for up to 90 percent of the cost of serving enrollees who have
annua claims totaling between $30,000 and $100,000. One study found that, “in the first year, the
reinsurance drategy led to fairly large reductions (30 to 50 percent and, in some instances, 70 percent)
in premiums for individuals who do not have access to group insurance...... Since the smal group
market does not have standardized policies and many require high cost-sharing, comparisons are
difficult, but it gppearsthat Hedthy New Y ork premiums are at least 15 to 30 percent below the small
group rates.”®

Federal Initiatives to Support State Innovation

In addition to CMS s efforts to ease the application process for obtaining a 81115 waiver, the Hedlth
Resources and Services Adminigration (HRSA) of the U.S. Department of Health and Human
Services has established the State Planning Grants Program. This program  provides one-year grants
to states to develop plansfor providing access to affordable hedlth insurance coverage to al their
citizens. States are designing approaches that provide hedth insurance benefits smilar in scopeto the
Federa Employees Hedlth Benefit Plan, Medicaid, coverage offered to State employees, or other
amilar quaity benchmarks. Under these grants, states have explored options beyond expansion of
public programs and considered strategies that build on employer-based coverage, public-private
partnerships, and single-payer aternatives.

State policy recommendations made by HRSA grantee states included Strategies to expand public
coverage, public-private initiatives including various sate subsidies to individuals or employersto
expand employer-based coverage of low-income workers, tax credits for the purchase of private
insurance, purchasing pools, and pay-or-play requirements for employers. Severd dtates are exploring
the possibility of Sngle-payer coverage in their grants. Cdifornia, for example, recommended the
creation of asingle, publicaly financed program for al resdents, financed thru the folding in of existing
programs, tobacco tax, expanded payroll, and income tax.*® Severa states have indicated that budget
problems have delayed or sddined implementation of the HRSA grant recommendations.

38K atherine Swartz, Healthy New York: Making Insurance More Affordable for Low-income
Workers, (New York, NY: The Commonwealth Fund, 2001).
http://www.ins.state.ny.us/acrobat/hnystudy. pdf

% Heather Sacks, Todd Kutyla and Sharon Silow-Carroll, Summaries of HRSA State Planning
Grant Reports, Prepared for The Commonwealth Fund (The Economic and Social Research Institute,
June 2002)
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WHERE ARE WE GOING?: UNIVERSAL COVERAGE

Forum participants agreed that the first step

toward achieving universal coverage wasto “If you do not know where you are going,
define avision of what the godl, once arrived &, any road will take you there.”

would look like. The group quickly developed .

consensus about the broad elements that a —Chinese proverb

system of universa coverage should include and
went on to identify potentia barriersto
developing and implementing a universal coverage program, the information they and other stakeholders
would need to address those barriers, and potentid strategies and tools they would need to implement
the modd.

Based on their experience and knowledge, forum participants agreed on the e ements that a successful
plan for universal coverage would have. These arel

. a comprehensive core benefit package with awrap-around package for individuas with
specia needs,

. agraightforward and uncomplicated system of benefits and administration;

. aplan developed in partnership with key stakeholders (consumers, providers, payers, and
insurers) and in which dl participants in the system are invested and involved;

. a system that relies on evidence-based medica decisions when possible and gppropriate, and
that supports the continued development of evidence-based medicine; and

. asystem with incentives for stakeholders to use the hedth care system efficiently and
effectively, promote the quaity of care and access, and contain hedth care costs

A Comprehensive and Affordable Core Benefit Package for All with
a Wrap-Around for Special Needs

Forum participants agreed that universal coverage should provide al people with accessto a
comprehensive core benefit package. There was some discussion about how extensive the core
package needed to be to remain affordable. All agreed that it needed to include preventive care, but
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there was less agreement about whether and to what extent services such as behaviora hedth and
denta care could and should be included. These were held to be important services, but some felt they
might belong in awrap-around and not a core package. Some participants also felt that core benefits
should be relatively rich and wrap-around packages available for special services needed by those with
chronic illness or specid needs. It was aso pointed out that decisions would need to be made about not
only which services were covered, but how much of any service would be covered. Arkansas, for
example, is consdering establishing a program with a“ safety net” benefit package that includes
physician vidits and in-patient hospital Stays, but covers only six physcian visits and seven in-patient
days each year. These numbers were caculated to meet gpproximately 95 percent of the demand for
these services. The Arkansas participant reported that the state has labeled this plan a“ safety net plan”
to make clear that the plan is digtinct and intentionaly different from Medicaid, SCHIP, and exiting
private plans. The term “safety net plan” was chosen to imply no comparability with full-benefit plans.
Others expressed concern about such a narrow benefit plan.

It was ds0 hoted that one element of accessis affordability. For universal coverage to be feasible, it
must be within the reach of al participants, payers, providers, and insurers.

A Straightforward and Uncomplicated Benefit Package

Forum participants experience has shown them that the plan and benefit package must be
sraightforward and uncomplicated. Among the lessons they have learned:

. Consumers must be able to easily understand their choices and the consequences of their
choices,

. Simplifying adminigtration can save money that can be redirected to petient care; and

. Employers are loathe to participate in bureaucraticaly complex programs.

All of this points to the need to limit the number of benefit packages and to re-examine existing
participant digibility, enrollment, and clams processng systems to identify ways to smplify them. In
order to reduce complexity, the number of different benefit packages that insurers may offer should be
limited to a reasonable number with clear articulation of covered benefits. Thereis precedence for this
in Medigap palicies; in dl but three Sates insurers are limited to offering ten Medigap benefit packages
(Basic plus optiona riders A through J).%°

A Plan Developed in Partnership With Stakeholders

40CMS, Choosing a Medigap Policy, (CMS, 2002).
http://www.medi care.gov/Publications/Pubs/pdf/gui de.pdf
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Participants observed that one reason past access initiatives have failled may be because key
Stakeholders had not been involved in the
early deliberation, development, and/or
implementation of the initigtives. If datesare
going to develop a viable and sustainable plan sustain it.”
for universa coverage, a host of
stakehol ders—consumers, providers,
employers, aswell as public and private
insurers—will have to be involved and invested. Participants al'so emphasized that stakeholder
involvement had to be “red” in the sense that dl had to understand thet, as one participant put it, “hard
choices are going to be made,” and “it isn't just amatter of cutting waste and fraud.” Since
stakeholders will need to live with and support the plan once it is devel oped, they need to be involved
in making the hard decisons that shagpe the plan. 1t was fdt that this might be a difficult task because as
another participant stated, “ Our expectations [of the hedthcare system] are high. We want everything,
for free, and now!”

“Stakeholders must feel that the program
Is ‘theirs’ if they are to support and

It was agreed that the mantra of the Arkansas

“The costs of their decisions must be Heslth Insurance Roundtable, "Everyone needs
apparent to the consumer and provider;

they have to know when their decisions
are contributing to increased costs
without resulting in better outcomes.”

to have skin inthe game," is prudent advice.
Consumers, employers, providers, state
government, and the federa government, all
need to invest something to reach universd
coverage. Based on their experience, forum
participants noted that exactly what (and how
much) each stakeholder contributed would vary among states and that money was not the only thing
that stakeholders could contribute. For example, one state found that providers were willing to take
lower payments in exchange for speedier payment. Decisions about who will contribute how much are
particularly important to make in concert with stakeholders. At least two participating states had
conducted focus groups with employers and consumers to determine how much they would be willing
to contribute.

Also, most believed that consumers need information that alows them to contribute in ways other than
by paying premiums or co-payments. An important principle isthat, “ The costs of their decisions must
be apparent to the consumer or provider; they have to know when their decisions are contributing to
increased cogts without resulting in better outcomes.”

Using Evidence-Based Decisions
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An important ement of any universd coverage plan, according to forum participants, is that medica
decisions need to be made based on evidence
whenever possible and appropriate. If a
trestment is not medicaly effective for treating
the patient’ s condition it shouldn’t be paid for
under the plan. This does not mean that doctors | <o metimes valuable; and still others, like

should practice " cookie cutter medicine” more expensive new drugs that are no

Reather as one participant summarized the issue, better than older drugs, are never
“We [all stakeholders] need to recognize that valuable.”

thereisacontinuum in services. Some, like
ealy initigtion of prenata care, are dways
vauable; others, are sometimes vauable; and till others, like more expensive new drugs thet are no
better than older drugs, are never valuable.” Forum participants pointed out that evidence should adso
be used in the development of the benefit package. Planners need to “identify what's worthless and not
offer it as abendfit.”

“...there is a continuum in services.
Some, like early initiation of prenatal
care, are always valuable; others, are

Again, participants believed that stakeholders had to understand that the “hard issues are dways going
to be the grey aress, the evidence isn't dways right, the evidence sometimes changes, and some
benefits are life (not hedth) enhancing.” On the other hand, most felt that stakeholders would
undergtand that under the current systlem we frequently, “...invest in things that will hep afew inthe
future, not in thingswe dl need.” Oregon’s experience with creating a prioritized list of covered benefits
supports the contention that the public can and will participate in making tough decisons. Thissta€e's
experience has shown that when the public understands and agrees to the premise that everyone can't
have everything, then they will support the program even when it denies coverage for some treatments.
This has aso been the state’' s experience in the pharmacy area. Most people understand and agree
with the concept behind the Medicaid agency’ s use of a preferred drug list: “ Sometimes there is no
evidence that any one drug in aclassis better or worse than any other, so choose the less expensive
drug.” Some were quick to point out, however, that Oregon’s prioritized list and preferred drug list
only affect the poor. Its experience cannot provide a fully accurate reflection of public sentiment until
the restrictions apply to everyone.

Incentives for all

A find dement of aplan for universa coverage, as envisoned by forum participants, would be built-in
positive incentives for al stakeholders. They fdt that it was important that not only insurers be
rewarded for producing good performance, but that providers be rewarded for practicing cost-
effective, evidence-based medicine, and that patients adso be rewarded for making good, cost-effective
decisons. Although most people think of financia incentives, forum participants pointed out that other
options are available. For example, one participant suggested that instead of aflat, per-service co-
payment, patients could pay co-payments that are a percent of the total amount the individua spent on
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hedlth care, up to a predetermined celling. Also, some states have begun to reward good plan
performance by decreasing oversight. Providers might respond to a similar incentive.
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How Do WE GET THERE?

Once the group identified the eements of universal coverage, the discussion turned to the more

formidable task of identifying the possble

avenues for reaching the god. While the group
discussed both voluntary and mandatory
avenues, they felt that two conditions would be
very important to reaching universal coverage by
any means.

. Participants again emphasized thet the

Reaching universal coverage might be a
long-term goal, but any plan that reaches
that goal will need to produce short-term
results.

only effective way to get to universa coverage wasin a partnership with sakeholders.

. Participants believed that while reaching universal coverage is along-term god, any plan to
reach that goa will need to produce short-term results in order to build and maintain the
momentum necessary to achieve the ultimate god.

Voluntary Avenues to Universal Coverage

Voluntary avenuesto universa coverage al have one feature in common; there is no government
mandeate requiring anyone to join or pay into the initiative. Theindividua consumer decides whether he
or shewishesto enroll in a publicly funded program or purchase commercid insurance; employers

decide whether they will offer insurance to

employees and how much they will contribute to
its codt; insurers (sometimes within specific limits)
decide what, if any, packages they will offer to
different purchasers, how they will administer their
plan, and how much they will charge. Voluntary

Voluntary programs are particularly
vulnerable to “gaming,” people making
choices that are best for the individual,
but not necessarily best for the group as
a whole.

avenues available to the sates include many of the
measures discussed in the previous section of this

paper (“Where are We Now?’). Following are two specific examples of voluntary avenues that states

are currently usng:

. Expanson of Medicaid, SCHIP, and other public programs to make affordable coverage
available to more low-income people. Rhode Idand, for example, has incrementaly expanded
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its Medicald/SCHIP program under a 81115 waiver and now covers children from families
earning up to 250 percent FPL and parents from families earning up to 185 percent FPL.*

. Subsidies to enable individuads to purchase commercia insurance, such as Oregon doesin its
FHIAP program.

Finally, some have suggested the use of medica savings accounts and refundable tax credits for
purchase of coverage as two more examples of voluntary avenues to coverage (aslong asno
requirement exists for an individua to use them).

Unfortunately, voluntary programs can be particularly vulnerable to “gaming,” people making choices
that are best for themselves, but not necessarily best for the group asawhole. Thismay, for instance,
become a problem in states that use hedlth insurance rate banding or pure and adjusted community
raing.*? Because ERISA exempts sdf-insured employers from the state requirement for community
rating but does not exempt insurers from the federal requirement of guaranteed issue, it creates a
gtuation whereit isin the best interest of an individua employer to sdf-insureif his or her employees
are rdaively hedthy (and therefore cost less than the average person in the community). However, the
guaranteed issue provisions mean that if something happens (such as an employee needing expensive
cancer trestment or the hiring of aless hedthy individud), the employer can switch to aregular
commercia coverage and take advantage of the community rating to keep its premiumslow. Asa
result, the average cost of the people taking up commercid insurance, over time, becomes more
expendve than average as the hedthy groups migrate out of commercia coverage and return only when
the cost to care for them increases. Thisis harmful to the commercid insurance market in the state.

Mandatory Avenues to Universal Coverage
Three mandatory avenuesto universal coverage were discussed at the forum.
1 Play or Pay: Thisterm has been used to include various gpproaches to require, or at least not

discourage, employer-sponsored health coverage. Because ERISA prohibits states from
mandating private employers to cover workers, states have considered taxing employers to

41 CM'S, Rhode Island Satewide Health Reform Demonstration Fact Sheet, Revised August 5,
2002. http://cms.hhs.gov/medicaid/1115/rircfact.pdf

“42In community rating, an insurer is required to base premiums on the cost of serving the entire
community, not just those in the employer’s (or other) coverage group.
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fund a public hedth coverage program but providing a credit if they do cover their workers.
States choosing this approach would need to address this issue, as well as others®

2. Single payer: Thisiswhen one entity covers dl the hedlth care that a defined population needs,
ether directly or through contracts with existing insurers. For example, in the November 2002
elections, Oregon voters voted down a referendum to establish the Oregon Comprehensive
Hedth Care Finance Plan which would have ensured insurance coverage to dl Oregonians.
The plan proposed to finance coverage with existing government expenditures on hedlth care, a
progressive payroll tax, and a progressive persond incometax.**  Also, one forum participant
suggested cregting Single payer systems at the local level based on existing delivery areas as
opposed to loca government jurisdictions. The locd entity would receive dl funds that
purchasers are currently putting into healthcare, be governed by a board that represents payers,
and be respongble for paying for the care provided to dl residents.

3. Individual coverage mandate Thisiswhen dl individuds are required to have coverage,
smilar to the requirement in many states for car ownersto have car insurance. Thiscould by-
pass ERISA issues by placing the requirement on the individua, not the employer.

Making the Insurance Market Work: Risk Pools and Re-Insurance

Throughout the discussion of voluntary versus mandatory, forum participants frequently mentioned
state-operated high risk pools as away to make the insurance market work better by removing from
the commercid risk poal those individuas who have the most costly care.

In 2001, twenty-nine states operated formal high risk pools that offered coverage to state residents who
cannot afford to obtain insurance because of ther illness and cost of care. One study, however, found
that existing high-risk pools have had “limited impact in making insurance available and affordable for
otherwise uninsurable individuas™ This may be due to the low number of enrollees the report found

43A more complete description of the complications ERISA introduces is contained in Revisiting
Pay or Play: How States Could Expand Employer-Based Coverage Within ERISA Constraints by
Patricia Butler, National Academy for State Health Policy, Portland, ME, May 2002.. Thisissue brief is
available online at http://www.nashp.org/FilesERISA_pay_or_play.PDF

“Health Care for All Oregon Website http://www.heal thcaref oralloregon.org/summary.htm,
accessed September 25, 2002. This proposal did not pass but would have arguably by-passed ERISA
issues because ERISA exempts from state insurance requirements the coverage provided by self-insured
employers, not employers from taxes.

#SLori Achman and Deborah Chollet. Insuring the Uninsurable: An Overview of Sate High-
Risk Pools (The Commonwealth Fund: New York, NY). August 2001.
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in most poals; in 1999 only 105,000 people were served by the risk poolsin al twenty-nine states
combined. The low enrollment may, in turn, slem from the high premiums and cogt-sharing, limited
benefit package, pre-existing condition exclusons, and other policies desgned to limit the state€' srisk in
insuring this population. It is aso important to note that the study did not examine the effect of high-risk
pools on the cost and availability of commercia insurance to other sate residents, the key role that
forum participants saw for these pools. Another study did examine this role for reinsurance. 1t found
that taking one percent of those with the highest costs out of the insurance pool would create a 14
percent reduction in the premiums paid by those who remained in the pool . %

Forum participants noted that the Medicaid program functions, in part, as a high risk pool by removing
many of the elderly and those with chronic illness from the commercid risk pool. Potentia may now
exigt to coordinate high-risk pools and Medicaid.
Congress provided new funding under the Trade | 1 Medicaid program functions, in part,
Adjusiment Assistance Act of 2002 (P.L. 107- as a high risk pool by removing many of
210) for seed grants of up to $1 millionfor states | the elderly and those with chronic iliness
that do not operate aqualified high-risk pool and | from the commercial risk pool.

for covering up to 50 percent of the losses States
incur for operating aqudified pool.

Findly, forum participants were interested in innovative ways to increase their power in the insurance
marketplace by combining risk pools. Some participants felt that combining Medicaid beneficiaries and
gtate employeesinto asingle pool for purchasing hedth care would be a good start at containing costs.
There is some precedent for this; Cdifornia® and Wisconsin® aready include local government
employeesin their state employee risk pool.

Combining Avenues

Theinitiatives discussed in the firgt part of this paper clearly show that states do not generdly use these
methodsin isolation, nor are they used on an “dl or nothing” bass. For example

“4sherry A. Glied, Challenges and Options for Increasing The Number of Americans with
Health Insurance, (New York, NY: The Commonwealth Fund, December 2000).

4'CalPERS. Facts at a Glance: Health. (Sacremento, CA: CalPERS, 2002).
http://www.cal pers.ca.gov/about/factglan/heal th/heal th. pdf

4BWisconsin Department of Employee Trust Funds. State of Wisconsin Group Health Insurance
Fact Sheet 2002. (Madison, WI: WI DER, 2002). http://etf.wi.gov/
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. Arkansas is exploring the possihility of usng aHIFA waiver to expand its Medicaid program.
Under the new program, small businesses that have not offered health insurance for ayear and
who enter the program get public funding to help pay the premiums of employeeswho earn less
than 200 percent of the federa poverty level (FPL). Thismodd combines the voluntary avenue
of expanding an exigting publicly funded program (Medicaid) with strong incentives for
employersto cover non-publicly subsidized workers. Those who choose the program must
provide the same coverage to al employees and their families whether or not the employee
qudifiesfor the publicly funded program. Findly, since the state plans to use exigting hedlth
insurance carriers to provide coverage, it believes that the program will also help stabilize the
exigting hedth insurance marketplace.

. The Maine legidature passed the Maine Smdl Business Hedlth Coverage Plan, a voluntary
hedth plan for smal businesses and self-employed persons which will be overseen by a
publicaly appointed board. The plan intends to bring in federa dollarsto cross subsidize
employer and employee contributions by including employeesin the plan who are categoricdly
eigiblefor ManeCare (Medicad and SCHIP) and maximizing digibility for MaineCare by
increasing the amount of income that can be disregarded in the digibility caculation. This
program will combine the suggested avenue of increasing the size of therisk pooal to lower
premiums with two of the voluntary methods discussed in the first section of this paper:
expanding the Medicaid/SCHIP program and joint purchasing.
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WHAT’'S IN THE WAY?

Forum participants identified severa sgnificant barriers to achieving universa coverage:

. The current hedlth care system, as frudirating as it seems to be, has not engendered sufficient
dissatisfaction to provoke the public to make the hard choices needed to reach universal
coverage. Part of the lack of public will stlems from alack of knowledge about the redl costs of
the uninsured to the populace a large.

. Paying for universa coverage and keeping it affordable for dl is adaunting chalenge.

. Evidence-based medicine—akey dement in decision-making about benefit packages,
individua patient trestments, and relaive cos—is not yet developed enough to fully support
these efforts.

. It may be difficult to obtain the participation of employers, who are mgor funders of coverage
in the current system. Labor may not be willing to give up the current system that has
developed to their benefit through negotiation with employers.

. Federd laws that impede state flexibility and innovation in their efforts to reach universa
coverage need to be changed.

. Perhaps the structure of our current model of providing health care coverage needsto bere-
examined. It may be that the primarily employer-sponsored, commercid hedth insurance
dructure is not the mogt effective mode! for ddlivering coverage to everyone.

Access: Does It Need to Get Worse Before It Gets Better?

Universa coverage, participants agreed, will only be achieved when the public will is sufficient to
achieveit. The present Stuation of risng hedth care cogts, increasing numbers of uninsured, and
disstisfaction with the current system offers an opportunity for building politica consensus for universal
coverage. Participants believed that raising public awareness of the red cogts of the uninsured and the
benefits, both economic and socid, of universa coverageis extremely important in thisregard. The
guestion remains whether the current
dissatisfaction with the system is sufficient to
creste apolitical consensus for universal State budgets have limited funds and, for
coverage. Thereissomeevidencethatitmaybe | most people, including political leaders,
0. Oregonians, for example, voted down abalot | health care is only one of a multitude of
initiative for universal coverage this November. issues that are important to them.
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Although the initiative did not pass, its gppearance on the ballot may indicate growing interest in
universa coverage. But, aredity for those interested in universa coverage is that state budgets are
limited, and for most people, including politica leaders, hedth careis only one of a multitude of issues
that are important to them. For many, it is smply not the most important issue. Other pressing iSsues,
such as education and homeland security, may take precedence over hedlth care.

Defining the cost of the uninsured

One reason for the lack of public will isalack of awareness about the true costs of the uninsured. The
cods of treating the uninsured are reflected in the increasingly high premiums paid by employers and
individuds. It would be helpful if planners could tell employers. *For every dollar you paid to a
hospita, X cents was because of uncompensated care.” But the data is Smply not there, especidly ina
format that can be easily combined. Many entities (multiple federad and State government agencies,
local government, providers, foundations, etc.) pay for the uninsured, and they al keep different
information in different formats, for different fiscd years, and in different levels of detall. Forum
participants suggested that it would be helpful if some states could be funded to develop and test a
method for determining the actua cost of the uninsured to al payers and the effect of that cost on
premiums paid to hedth insurers.

Financing, Cost, and Affordability

The discusson at the forum clearly identified financid barriersto universal coverage. At issueisnot
only how to fund the programs, but dso how to contain costs and use finance as an incentive for
desired behavior.

Funding expansions

Some have contended that enough “wagte’ exigts in the system to fund universal coverage. However,
as one participant expressed it: “There may be
enough funding in the current system to cover

everyone now, but not if we keep spendingitthe | “There may be enough funding in the

sameway.” All agreed that funding universa current system to cover everyone now,
coverage would entail hard choices. Thegroup | but not if we keep spending it the same
did, however, identify severd approaches that way.”

were under congderation or in use in various
states.
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Participants noted that some assess insurers to help fund their high-risk pools, and at least two states
(Minnesota and West Virginia) tax providers gross receipts to help fund the ddivery of hedth care..
Another suggestion was to make the tax relevant to the population it would benefit. For example,
gtates might implement a*“ penny-an-hour” tax on wages to fund COBRA subsidies. This may be
acceptable because COBRA helps employees who lose their jobs retain coverage until they find a new
job. Massachusetts, for example, currently charges employers who have at least Sx employees a per
year an employee tax of about $16.80, less than a penny an hour for each full-time employee. This
revenue is placed into the Medica Security Trust Fund which supports subsidies for COBRA
premiums and direct coverage for some unemployed people.®

Federal match is another potentid source of outside funding for Sate hedth coverage. As previoudy
discussed, states receive federd matching funds for the services they provide to Medicaid and a higher
matching rate for SCHIP program participants. They aso recelve matching funds for the state money
they spend on administering these programs.  Participants have found these matching fundsto be a
good incentive for states to fund expansions of the Medicaid and SCHIP programs. As one participant
noted: “Y ou would think that you can't spend what you don’t have, but when legidators see how the
federd match can extend state funds for covering the uninsured they find the state funding.”

Participants, did however, identify two issues regarding the use of Medicaid and SCHIP matching
funds

. The federd government will not contribute any more money to state expansons under a 1115
waiver than it would have contributed to the program without the waiver. Also, asforum
participants pointed out, the budget neutrdity provisons have limited state efforts to expand
these programs to those they can afford to cover without new federd funding.

. States are unable to receive federal matching funds when a SCHIP or Medicaid igible person
chooses another state-funded program.

The second issue may be in the process of resolution. Under its HIFA waiver, Oregon will alow many
children and adults who are ligible for the Medicad/SCHIP program and are informed of their options

9 Nellie Hester, State Options for Financing CCMU's Healthy Colorado Plan, Y ondorf &
Associates, a paper prepared for the Colorado Coalition for the Medically Underserved, draft September
2002 (forthcoming, February 2003).

%0sources: (1) Massachusetts Division of Employment and Training, Health Insurance for
Unemployment Insurance Claimants, Fact Sheet, (Boston, MA: MA DET, Downloaded November
2002). http://www.detma.org/forms/pdf/1022_1201.pdf (2) MA DET, Employer Contributions:
Financing the Unemployment Insurance Program, (Boston, MA: Downloaded November 2002)
http://www.detma.org/revenue/defaul t.htm
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to choose the previoudy described FHIAP program instead of Medicaid or SCHIP. If someone who
chooses FHIAP is Medicad digible, the state will get federal matching funds a the Medicaid rate; if the
person is SCHIP digible, the state will get the federd SCHIP match.  Oregon’s experience without the
waiver isthat people choose between the two programs based on what is important to them. Each
program has strengths and weaknesses.

. Medicad offers sx months of digibility; FHIAP offers twelve.

. Providers complain about Medicaid payments being too low; FHIAP providers are happier
with that program’ s reimbursemen.

. Program participants who choose Medicaid get aMedicaid card; those who choose FHIAP
get acommercid insurance card.

Federd matching funds are not only available for Medicaid and SCHIP. For example, one participant
mentioned that the federa Trade Adjustment Assistance Act of 2002 offered states potentia federa
funding for establishing and operating high-risk pools. Participants fet that this potentia source of funds
could create an incentive for states to establish such pools.

Another suggestion was to increase the percent of federa match provided for Medicaid and SCHIP
programsin times of severe state budget shortfalls due to economic downturns. Thiswould engble
dates to sustain existing expangonsin times of recesson. Economic downturns creste a double
whammy for state Medicaid programs in that recesson and higher unemployment mean lower Sate
revenues and at the same time lead to an increase in the number of people who are digible for
Medicaid benefits.

Findly, premiums and other cost-sharing such as deductions and co-pays, paid by program
participants, can aso be used to fund coverage. However, forum participants pointed out that the
ability to use these is redtricted by federd regulation unless awaiver is obtained, and that even with a
walver states have not been alowed to use the money collected from premiums as their state match for
federd funds.

Affordability
Rising hedlth care cogts are one of the reasons some employers may no longer provide coverage to

employees or move to defined contribution plans. The cost of public programsis aso anissue a this
time. A recent study found that eight states reduced or redtricted digibility to public programsin fisca
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year 2002 and eighteen plan to do so in 2003.>* Asaresult, forum participants identified affordability
asamgor barier to universal coverage. They fdt that smplifying the system, reducing waste and
errors, increasing the size of the risk pool, and containing the cogts of individua services (eg.,
pharmacy) would help but would likely be insufficient.  Participants pointed out that practicing
evidence-based medicine would itsdlf offer tools to keep coverage affordable. Severd aso fet that a
return to managed care might offer away to keep universa coverage affordable.

One dtrategy some participants believed might keep universal coverage affordable was to keep very
narrow the core benefit package discussed in the previous section. Thisis the approach that Utah is
taking under a 1115 waiver and that at least one other Sate is consdering. Generdly, the more limited
the package, the lessit will cost. Other participants expressed concern that this gpproach could
produce a system that offers universal accessto insufficient coverage. Some, however, responded that
access to enough care to meet the most pressing needs was better than the current situation and
foresaw two possible remedies for the other participants concerns.

1. Private insurance companies might step in and create wrap-around packages that people could
purchase to extend their coverage, much like Medigap policies now extend Medicare
coverage.

2. As experience with a very narrow universal coverage benefit package grows, states might
decide to expand the core package. This occurred in the New Y ork Child Health Plus
program; the program’ s benefit package was expanded after the state had more experience
and better information about participant needs and program costs.

Another strategy proposed by some participants was to set areal limit on the amount that could be
gpent on health care. Severd participants pointed out that: “We don’t budget for health care. We do
for everything s2” These participants felt that, “Budgeting iskey. Set abar, stick to it, and give
dates tools to manage withinit.” Some fdlt that this practice should be implemented a the community
leve, that if the community had accessto dl the
funds currently going to pay for resdents hedlth
care that they could come together and develop “Budgeting is key. Set a bar, stick to it,
aplan for universa coverage within those limits. and give states tools to manage within
Of course, such an approach would need to first | it.”

address exiding inequdities of funding and
resources in the system.

Another strategy proposed by participants was to manage the supply sSide.  Some States are dready
seeing aresurgence of certificate of need (CON) programs, and thirty-five states currently operate

®lyernon Smith, et a. Medicaid Spending Growth: Results from a 2002 Survey.
(Washington, DC: The Henry J. Kaiser Family Foundation), September 2002.
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CON programs.> Participants reported that the Maryland Hedlth Care Commission actively usesits
authority to decide which facilities can perform heart and lung transplants. Another strategy for
controlling the supply Sdeisto look at practice rules. Washington, for example, negotiated with its
medica society and instead of implementing a preferred drug list (PDL) to contain drug costs in the
Medicaid program changed the pharmacist practice law to dlow pharmacists to convert a prescription
to the thergpeutic equivaent of a prescribed drug. Before this change, pharmacists could subgtitute a
generic drug but could not substitute alower priced brand-name drug.

Finally, participants emphasized the need to redesign insurance and care delivery systems to emphasize
more cost-effective and efficient care, with an emphasis on quality and outcomes. To make the care
system more affordable over the longer term and accessible to dl in need of care, participants
discussed the importance of involving both patients and physcians in more active discusson of
evidence-based medicine and the benefits and costs of dternative trestments and care options.

These efforts could include new incentives for physicians aswell asfor patients to opt for less expensve
treatment alternatives and to assess outcomes of care. The challenge is how to incorporate incentives
that assure quality and do not just focus on costs.  Although patients have ared interest in curbing
mis-use or inappropriate care, families and patients are aso wary of top-down approaches that appear
to pit insurer interests againg patients hedth and wel-being or to give physcans afinancid incentive to
withhold needed care. One participant proposed establishing * hedlth care green stamps.” Those
consumers that obtained appropriate preventive care, such as immunizations, would receive “green
samps’ that could be exchanged for something of value to the participant.

The discussion emphasized the need for stability of coverage as well as ddlivery systemsin the search
for cost-effective care. To the extent that patients move in and out of hedlth plans or endure periods of
being uninsured, or physicians move in and out of networks or group practices, thisingability islikely to
undermine efforts to incorporate incentives or other initiatives to improve return on the nationa
invesment in hedth care.

Evidence-based Medicine Is Still in Development

52Community Catalyst Website. www.communitycat.org, November 20, 2002.
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Participants strongly emphasized the need to use evidenced-based decison-making, not just in making
individua treatment decisons, but dsoin
developing the benefit package and cost-sharing
requirements. They aso

recognized that evidence-based medicineis till
in development. As one participant summarized
the Situation: “We talk about evidence based
medicine like we haveit, but we don't.” Nonetheless, as another participant stated: “If we don't set the
bar, it shouldn’t surprise us that no one getsover it.” Aslong as the evidence bar islow for covering
trestments, companies will continue to invest in advertisng over research as a means for ensuring that
their product isused. Participants reported that even some widdy used treatments did not have
extensve evidence to support their choice over other treatments. Oregon, for example, excluded
Lipitor from the Preferred Drug List (PDL) used in the Medicaid program due to lack of studies
showing paositive clinica outcome (reduction in deeth and myocardid infarction) and
cost-effectiveness™.

“We talk about evidence based

medicine like we have it, but we don't.”

Severd participants also suggested that states could share evidence more often across Sate lines. For
example “Why have individud states developed their own preferred drug lists?” These participants
pointed out that “evidence is evidence,” it doesn't change across date lines. Costs may change, as well
as the strategies used to enforce a preferred drug list, but the evidence of effectiveness and safety will
not change. They thought it might be cost effective to have an independent, multi-state body to evauate
evidence for agroup of satesinstead of each state working individualy.

Participants pointed out that in an ideal system the practice of evidence-based medicine would not be
limited to providers. Consumers, in particular, need easily understood information from a source they
trust about best practices for treating their conditions, contributions they can make to their own heslth,
provider and hedth plan performance, and cost. Such information would help them make decisions
about the plans and providersthey use, aswdll as about their own hedlth care. Essentidly, consumers
need data to help them make decisions, especidly in defined contribution Stuations, where they may be
financidly ligble for their decisons.

Current data systems do not adequately support the use of evidence-based
medicine

Another barrier to effective use of evidence-based medicine identified by forum participants was that
current data systems do not adequately support its use. As one participant noted: "Every information

30ne forum participant reported that Lipitor is effective at lowering cholesterol but that its
manufacturer has never published clinical outcomes, something that three of the other companies that
produce statins have done.
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system | know of is defined by the CFO [Chief Financid Officer]. We need adinicd (not financid)
information tool for physicians™

Participants agreed that an adequate data system
for physicians would provide information about
evidence in aform that is easy to usein “Every information system | know of is
decision-making and would identify when their defined by the CFO. We need a clinical
practice did not match the evidence. One information tool for physicians.”
participant sated: "They [physiciang will
sdf-correct if given information; managed care
showed that. Physicians need data and a feedback loop.” Although states have made efforts to
provide this type of information to physcians, sometimes in the form of paper reports showing physician
performance, participants fet that no existing tool was sufficient.

As previoudy discussed. participants were interested in more effective ways to gather information about
the cost and effectiveness of trestments and providers. They were dso interested in developing better
ways to communicate this information to providers, patients, and purchasers so that these groups could
use thisinformation in decison making. One specific suggestion that emerged from the forum was for
two or three gates, perhgps with outside funding, to creste a consumer data template that would help
consumersin decison making. This template would then be avallable to dl. Some participants
suggested doing the same thing for physcians.

Attaining Participation of Employers and Higher-Income Workers

Based on their experience, participants noted that employers who do not offer insurance to their
workers seem to fdl into one of two groups. those who are not interested in providing insurance
coverage under any circumstances and those who would like to provide insurance but do not or cannot
for various reasons that typicaly include cogt or the bureaucratic hurdles involved in public plans. Smdl
businesses are often alarge part of this second group. In these companies, the human resources
director is very often the business owner himsdf (or hersdf).

Forum participants felt that it would be much easier to address the issues that prevent some employers
from offering coverage than to increase interest among those who do not wish to provide coverage.
New Mexico, for example, plans to use insurance agents for outreach and enrollment into their new
HIFA program, which requires both participants and employers to contribute to the Medicaid premium.
Commercid agents, who now often collect hedth information for some types of insurance such aslife
insurance, will collect financid informetion to
determineif the purchaser qudifiesfor HIFA. If
consumers are digibleit will be the agent’s
responsbility to bring the employer into the
program. Another participant remarked thet his

“Employers who have had a hand in
decision making are more likely to

participate...”
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gate dso planned to use insurance agents to sell the package. As he noted: “They want to do it
because it gets them in the employer’ s door to sell other types of insurance.”

Severd participants emphasized the need to keep the employersin the loop when developing the
program. Employers who have had a hand in decison-making are more likely to participate, even if
that involvement is no more than being kept informed of progress and decisions and given an
opportunity to comment. Two states found focus groups to be an effective means of determining what
employers were willing to contribute. New Mexico, for example, st the employer premium at $75
after a series of focus groups with employers helped determine what they would be willing to
contribute.

In addition to these efforts to facilitate employer participation, New Mexico has established policiesto
accommodate employees whose employers refuse to participate in the program. These individuas will
dill be dlowed to join the program if they pay both the employer and employee share or find a different
source of payment for the employer share. Some American Indian Tribes, for example, have dready
committed to paying the employer and employee share for their members. The experience of
Washington state, where sponsors may assume the cost of premiums for individuds enrolled in the
Basic Hedth Plan, confirms that not only employers and employees are willing to pay an enrolleg' s
premium. Washington found that clinics were willing to pay the premiums for their patients, or a least
those patients whose services cost more than the premium amount.

What are people willing to bring to the table?

In the opinion of forum participants, the god of universal coverage becomes more attainable if sates
form partnerships to achieveit. Other stakeholders need to contribute to the effort, but forum
participants lacked specific information about the resources these groups would be willing and able to
contribute. Participants were particularly interested in hearing from employers and providers, aswell as
unions, who have achieved substantia benefits under the current system. Forum participants suggested
conducting a series of nationd focus groups to find out what these groups would want from a system of
universd coverage and what they would be willing to contribute. Some participants reminded the group
that money was not the only thing that the groups had to bring to the table. One person suggested that
doctors, interested in lower ma practice insurance rates, might be willing to play a grester rolein
providing accessin exchange for lower rates.

Addressing Federal Barriers
Two federd barriersto universal coverage were identified severa times throughout the forum: ERISA

and Medicaid budget neutrdity requirements for waivers.
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1 ERISA limits gate ability to require employers to offer insurance coverage and exempts the
coverage offered by sdf-insured employers from state insurance regulation. It aso crestesa
barrier when public programs attempt to enroll eigible participants—who dso qudify for
employer-sponsored insurance—into the employer’ s plan. (See page 8.)

2. Federd costs under 81115 waivers may not exceed the costs the federa government would
have incurred without the waiver. Thislimits state expanson of Medicaid and SCHIP to the
amount that states can afford without any new federd dollars.

Some participants believed that removing the barrier that ERISA poses to the coordination of public
and private coverage may not require changes to the law. Since ERISA cannot “impair” other federa
laws, and public/private coverage coordination is required in the case of Medicaid and SCHIP, some
believed that the issue could be resolved by a clarification from the federd executive branch of the
relationship between the two requirements.

In What Vehicle Will We Arrive?

Oneintriguing question raised &t the forum centered on whether the traditional commercid insurance
modd isthe right one for attaining universal coverage. Participants noted insurance companies
increasingly appear to avoid risk and increasingly seek to move into an Adminigtrative Services-Only
(ASO) contract where they do not have financia risk for the cost of care. These participants dso
pointed to the growing employer interest in defined contribution plans as an indication that the traditiond
hedlth insurance modd was not working. Even those who bdieve traditiond insuranceis the right
vehicle agreed that it istime to reexamineitsrole in the current system. These participants felt that the
country needsto rethink what and who should be covered by commercid insurance. A few
suggestions for dternate arrangements included:

. Implementing agloba budget at the locd level and requiring the locality to pay for carefor dl

citizens out of that budget;

. Requiring most individuals to obtain a core package of benefits and giving them atax credit for
doing so (public programs would be designed to help the poor purchase the core package and
fund the wrap-around services needed by some groups);

. Having the private market cover most hedthy individuas while a public program would provide
care for those who are the most expensive to care for, perhaps by establishing a high-risk pool
that could be funded in part by insurer or provider assessments.

Who should pay for what?
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Participants dso fdt that it would be worth reexamining who should be respongble (federd, state, or
local government, consumers, employers, etc.) for managing and paying for the hedth care provided to
individuds. Under the current systlem many entities could pay for the care provided to asingle
individud, particularly if he or sheislow income. For example, a poor person who qudifiesfor both
Medicare and Medicaid might be receiving services covered by the federd government (Medicare), the
gtate and federal government (Medicaid), loca government (some home-based persond care services),
etc. Smilarly, alow-income family might be covered by Medicaid or SCHIP (federd and Sate
funding) in addition to employer sponsored coverage. This patchwork of payers, providers, and care
managers can impede coordination of an individuad’ s care and creste the potentid for cost-shifting
among programs. Forum participants suggested that there might be a better way to divide the
respongbility for providing the various services. For example, states might cover acute/primary care
while Medicare covers long-term care.

Learning from the past

Many of the ideas suggested at the forum have
dready been tried and have often failed to meet
expectations. (See Appendix A: Lessons
Learned from 25 Y ears of State Reforms). The
question then becomes. "Why do we think it will
work now?" Participants responded that these
approaches did not necessarily fail because they
were wrong, but because they encountered barriers they could not overcome, including the political
redities of thetime. Many initiatives, while not fully achieving their ams, did expand coverage,
sometimes significantly. Participants strongly felt that these past attempts should be andyzed to
determine what chalenges prevented them from reaching their full potentia so that these barriers could
be avoided in the future. Some felt that successes should be analyzed, such as Massachusetts
CommonHedlth program, and that more needed to be known about Hawaii’ s employer mandate.>
Others were interested in andyzing past attempts to contain costs, such as managed care, to find out
what worked, what didn't work, and why some things worked in some conditions but not others.
Findly, participants were interested in examining successes and failures to determine why some reforms
were sustained and others were not.

“...these approaches did not necessarily
fail because they were wrong, but
because they encountered barriers they
could not overcome...”

Showing how universal coverage can work

SWhile not necessarily replicable, participants also thought it would be of interest to look at
nations that had achieved universal coverage in recent times (e.g., Canada, Holland) for information about
how to achieve universal coverage.
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Many participants fdlt that a successful demongtration of universal coverage in acommunity, region, or
state would be a necessary step to achieving universal coverage. One participant cited the case of
Saskatchewan, the first Canadian province to introduce universa coverage (by covering just hospital
sarvices). After initial resstance, the rest of Canada—and a broader benefit—followed. Another
participant suggested that a demondration among a particular population such as children or pregnant
women might be successful, asthere is generally broader agreement that these populations should have
accessto hedlth care. Another participant suggested starting with state employees since states fund
their hedth coverage, the adminigtration of their coverage isless drictly governed by federd law than
Medicaid or SCHIP, and ERISA does not apply to them (or to any other public employer-sponsored
plan). A specific suggestion was made to charge state employees premiums based on income; those
that earn more pay more. Onefind suggestion wasto find a ate interested in modeling the Medicare
gpproach, i.e., creting one risk-bearing entity to contract with multiple administrative entities.

CONCLUSION

Since thefirst Hood Tide Forum was held in 1999, progress was made in decreasing the numbers of
uninsured. According to census data, the proportion of Americans without insurance declined in 1999
and 2000, after rising for adecade. Thiswasin no smal part due to concerted state action over the
past three years to expand public coverage through SCHIP and Medicaid. But more recent data
shows that in 2001, this positive trend reversed, with the number of uninsured Americansrising by 1.4
million to atotd of 41.2 million.>® There are severa reasons for the latest increase in the uninsured:
many people lost jobs last year (and employers are the primary source of hedth insurance for most
Americans); risng hedth cogts pushed up premiums, making insurance less affordable; and employers
passed on more of the costs for hedlth insurance to workers.

The situation would be even more dire if not for an increase in public coverage. The census report
confirms that Medicaid in 2001 covered 2.5 million additiond individuas. While one million children
lost employer-sponsored coverage in 2001, the number of children with government hedlth insurance
rose by nearly 1.2 million, to 18.8 million. Of course these increases may be hard to maintain in the
face of the budget shortfals many states are experiencing. In May 2002, the Nationa Association of
State Budget Officers reported thet forty states were facing shortfdls totaing nearly $40 billion and
anticipated that fisca problems would continue until at least 2003.*° As previoudy discussed, some
forum participants suggested that the federal government could increase its share of the Medicaid and
SCHIP programs during hard times, dlowing states to sustain these programs during economic

5SRobert J. Mills, Health Insurance Coverage: 2001. (The US Census Bureau, September
2002).

% NGA and NASBO. The Fiscal Survey of Sates. (NGA and NASBO, May 2002).
http://www.nasbo.org/Publications/fiscsurv/may2002fi scal survey.pdf
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downturns, for it is during these periods that these programs become more critica for more people, and
state funding to operate them becomes more scarce.

As bleak a picture as this recent census data provides, the Flood Tide Forum participants felt these
difficult times may be just what is needed to propel anew wave of reforms and advance the move
toward universa coverage. Asforum participants noted in 1999 and again in 2002, reforms will fal
short of the mark without a strong public commitment to guarantee access to hedlth careto all
Americans. The padt three years have seen many new initiativesin the states. The toolbox is full of
both private and public mechanisms that can be used at the opportune moment. Medicaid waivers, as
well as federd and private grant funding, have enabled states to explore new avenues to increased
coverage and to better identify the barriersthat liein their way.

Based on the discussions at the Flood Tide Forum, it is clear that states could make great progress
toward universal coverage if certain barriersto innovation and flexibility were removed, especidly if the
date fisca Stuation dso improves. Participants felt that not only the remaining barriersin Medicaid and
SCHIP needed to be addressed but also those created by the interactions of other federal laws, such as
ERISA with gate programs. States are ready to work with each other, educate both consumers and
providers as to the red costs of not having universal coverage, set up demongtration models, and work
with the private sector in order to reach the god of universal coverage.
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APPENDIX A

Lessons Learned: 25 Years of State Health Reform®’

Public attention is turning again to the issue of the uninsured, as their numbers grow despite a booming
economy and low unemployment. Just as cost explosions drove reformsin the late seventies and early
eighties, now, as hedlth care cogts again are on therise, participants in the Flood Tide Forum agreed
that the current environment isripe for reforms to increase access to the uninsured.

These date leaders dso expressed concern about the future of employment-based coverage. While
dightly more employers are offering coverage, fewer workers are taking up the offer, suggesting that for
more and more employees, the costs of coverage are prohibitive. Many Forum participants view
employer initiatives to offer employees more choice and control (voucher-like systems are one common
means of doing o) as aSign that businessis retreating from its traditiona respongbility of plan selection
and design and islimiting itsrole to that of payer. Others wonder if these actions foreshadow a possible
retreat from employer based coverage atogether.

And participants stressed that while cdls for reform are growing louder by the day, no consensus exists
on how to achieve reform and no socid contract has been articulated to direct such reform.

In examining and ng the past 25 years of Sate reforms, the participants identified the following
lessons:

A. General Findings and Observations

1. Stateinitiatives expand cover age but success of various strategies differs
Over the past 25 years, Sates have experimented with numerous strategies to expand coverage.
The success of these strategies has varied and some recent reforms cannot yet be fully assessed.
Among the most common drategies employed by Sates.

1. Medicad expansons and state-funded, subsidized hedth insurance programs can significantly
lower the rates of the uninsured among families with incomes a or below 200 percent of the
federd poverty level.

5’From Trish Riley and Barbara Y ondorf, The Flood Tide Forum. Access for the Uninsured:
Lessons from 25 Years of Sate Initiatives (Portland, ME: National Academy for State Health Palicy,
January 2000), pp. 41-45.
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High-risk pools, operating in 28 dtates, cover very few people - primarily those with
uninsurable medica conditions. Enrollment as a proportion of those digibleislow, largely due
to costs.

The impact of insurance market reforms remains somewhat unclear, but evaluations to date
suggest that: (1) the market reforms of the 1990's have had only a modest positive impact on
insurance coverage rates, mainly in the very smal group market; (2) the reforms seem popular
with business and the public and have been sustained; (3) the primary beneficiaries of reform
have been high risk groups.

. Purchasing cooperatives, authorized in 28 states, have met with limited success, increasing plan
choice for employeesin smdl firms but not generdly achieving cost savings.

Standardized hedlth insurance plans have encouraged consumers to assess comparable plans
by price but have not sold well when the benefits provided were seen as excessive or inferior.

Medica Savings Accounts have not caught on with the public, but opinions vary widely about
why.

Requiring hedth insurance coverage can reduce the numbers of uninsured without causing
magor economic disruptions. States have experience mandating insurance coverage. Hawali
requires employers to offer and contribute to the cost of employee coverage and requires
eligible employees to accept the coverage and pay for it through payroll deductions.
Massachusetts requires colleges to assure that dl full-time students have hedlth coverage. Given
the federd prohibition through ERISA that has stifled employer mandates, some believe
individual mandates might pose more potentia for assuring access.

It isnot clear that tax incentives have led more people to purchase hedth insurance, and some
dates have repeded tax incentive programs. Recent studies suggest that for tax incentivesto
have a subgstantid impact on the numbers of people purchasing insurance, they need to be
structured as refundable tax credits.

Indigent care programs and the Medicaid and Medicare Digproportionate Share Hospital
Program (DSH) remain important sources of hedth coverage for the uninsured. But when those
programs are not well coordinated with state insurance initiatives, they may creste disincentives
for enrollment in insurance-based programs.
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2. Medicaid has been an important platform for state-based reform and providescritical
resour ces to finance access initiatives.

Congressiondly mandated and optiona expansions of Medicaid digibility have been used by
dtates to reach more of the uninsured.

Forum participants noted that changes are needed in the federd/state relationship to ensure that
the federd government fully recognizes the shared governance responsibilities of the program.
Since gtates fund nearly one-half the program and are accountable for program management, a
new HCFA-gtate modd is needed to reflect the true nature of the partnership. The Medicaid
entitlement will continue to chalenge the partnership as it makes casdload hard to predict and
budget. States struggle to administer Medicaid within state balanced budget requirements and,
as Medicaid cogts continue to chalenge the growth of state expenditures for competing
priorities, states seek the capacity to better control expenditures. At the same time, HCFA
must enforce the law’ s open-ended entitlement which increases sates costsin sometimes
unpredictable ways.

While the dua governance of Medicaid poses chalenges to the states, it has dso played a
ggnificant role in reform efforts. HCFA has authorized sgnificant reform through 1115 waivers
and can protect those reforms from erosion during changes in state politica leadership by
requiring that the conditions of those waivers be met. And occasondly HCFA'sresistanceto a
date based reform initiative can unify state stakeholders and gavanize their support to advance
anintiative.

3. State solutionsrespond to local needs and capacities

Attendees resffirmed the value of state-based initiatives to achieve access for the uninsured, in
spite of the chalenges posed by enacting and sustaining such reform. As participants noted,
hedth care is delivered locally and locdl factors (demographic, palitical, economic) play a
ggnificant role in shaping the system. Some gates have many large employers and a strong
union base; others have only ahandful of insurers and an economy comprised primarily of smal
busnesses. States dso vary widdly in the rate of coverage by Medicaid and by employer.
Even the poverty level varies from Sate to state. State-based solutions can appropriately
respond to and reflect local circumstances.

Hedth coverage initiatives need to be facile, asthey have proven to be a the date leve, in
order to respond to such environmentd differences and to respond to marketplace changes.
Today’ s marketplace of mergers, retrenchment of traditional HMOs, and the creation of more
provider-sponsored and public programs is fundamentaly different than the marketplace of 10
or 25 years ago, and state reforms have been revised to reflect that change.
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B. Operational Lessons
1. Implementation isdifficult and takesresourcesto be done properly.

Implementation of initiatives to expand access to the uninsured is a complex and difficult
undertaking no matter how smal or incrementd the reform. This leads some to conclude it may
be wise to launch comprehensive reform since the effort to implement smdler reformsis nearly
asgresdt.

Subsidized hedlth insurance programs are cogtly. To achieve enrollment, subsidies must be
deep (with premiums not to exceed 1-3 percent of income), the enrollment process smple, and
marketing strong.

Just because you build it does not mean they will come. New programs for the uninsured
require asubstantia investment in marketing and outreach.

2. Enralling all eligible has historically been a challenge in state-based programs.

Varying, complex program digibility requirements adversdly affect enrollment rates. Most
Americans who are insured through their workplace need only complete one smple form to
secure coverage, but the uninsured must meet a much more stringent test, proving income and
other digibility. Recently, the State Children’s Hedlth Insurance Program (CHIP) has
highlighted the issue of the uninsured who are digible for coverage but who remain unenrolled.
But as Forum participants noted, thisissue is not a new one. States that have implemented
access reforms have identified smilar problems over the last 25 years. Some believe the
problem is one of mixed messages. encouraging the uninsured to enter into complex digibility
determination for insurance, while at the same time offering parallel systems of direct, free care
through clinics and hospitas. Others suggest the issue is more complex and that there may
aways be a segment of the uninsured who will be unable to understand and navigate an
insurance modd and will need the enhanced supportive services provided through the public
hedth sysem.

The influence and cost of intermediaries in the system need to be examined. Insurance brokers,
for example, play a critical role in marketing to employers and can influence business willingness
to accept or regject reforms. The influence of brokers has been strongest where states sarted
new private insurance programs for the employed and failed to understand the importance of
brokers in marketing a new product that competes with existing products. Brokers are often de
facto human resources directors in small businesses, and as the health insurance market
becomes more volétile, their role is reinforced and their cogts to the system may rise. However,
as more Internet based solutions develop, the traditiona broker role may change significantly.
States need to be senditive to the role of brokersin any reformsthey craft.
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C. Political Lessons
1. Enacting Reforms
» Outsde condtituencies are essentid to push reform and demand accountability.

» Strong leaders are a critical element of reform. Each State represented at the Forum identified a
governor and/or legidative leader asingrumentd in building and sustaining reform.

2. Sustaining Reforms
» Sudaning reformsin apolitica environment and with balanced budget requirementsisa
chdlenge. Building sustainable reforms takes time. Securing enough votes to enact anew law is
not enough. Building solid consensus for reform is critical to assuring its sustainability. Providing
incrementa reform in which consumers see immediate results and benefits builds public support.

» Sudtaining reform efforts and preventing bad policy are, in fact, victories for sate policy
makers.

» Thereisacommondity of interests between public and private purchasers. Working together,
public and private purchasers can get better data, promote successful qudlity initiatives, and
improve consumer education.

»  Staes can demondrate reform, but they can't do it dl. Significant reforms usualy require a

federd partnership, whether in the form of financid support, awaiver of federd rules, or
alowing exceptions to ERISA.
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APPENDIX B

Examples of State Access Initiatives since 1999
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Overview: State Access Initiatives since 1999

State SCHIP Medicaid Medicaid Private State Purchasin Drug Private
parent expansion buy-in insurance funded g discount
coverage® premium only
support
Arizona v v v v
Arkansas v v purchasing
poals;
community
self-
insurance;
bare bones
products
California v v v v local
(not imple- working Golden initiative:
mented) disabled Bear subsidized
Discount insurance
S product for
children
Delaware 4
Maine v v v v v
Massa- (4 (4 4 (4 Premium
chusetts (Common- | (mental (elderly support for
health for health for and COBRA
disabled) immigrants) disabled)
New (4 4 (4
Mexico
New York v 4 v
Subsidy is
re-
insurance
Oregon v v
reduced
benefit pkg for
some (not
impl.)
Pennsyl- v 4 v
vania tobacco $

BAll 50 states and the District have now implemented SCHIP programs.
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Rhode v v v v v Local
Island child care initiative: tax
workers credit; MSA
Utah v
reduced
benefit pkg

Examples of State Access Initiatives since 1999

Arizona established the state-funded-only Premium Sharing Program for individuas who did not
qudify for the Arizona Hedlth Care Cost Containment System (AHCCCS) Medicaid and who could
not afford private coverage (up to 250 percent FPL or up to 400 percent FPL for chronicaly il
individuals). Participants pay a monthly premium based on income and co-payments which range from
$5 to $50.%° State funds pay for the difference between participant cost sharing and the actual cost of
providing care. Enrollment in the Premium Sharing Program is limited to ensure that annua premium
expenditures do not exceed the annud alowable cost dlocations, as a consequence, enrollment has
currently reached itslimits. (Most program participants will quaify for Arizona s HIFA waiver, which
covers al adults up to 100 percent FPL and parents of SCHIP or Medicaid dligible children up to 200
percent FPL.)

Under its recently granted HIFA waiver, Arizona proposes to expand coverage to two populations: 1)
adults over 18 without dependent children and with income at or below 100 percent FPL, and 2)
parents of children enrolled in Medicaid or SCHIP who are not themsdlves digible for either program,
with incomes above 100 percent and below 200 percent FPL.%° Arizona expectsto ultimately enroll
nearly 50,000 adults under the HIFA initiative, including more than 25,000 without health coverage
now. Under the plan, the state will fund the expanded coverage by relying primarily on unspent federa
funds origindly dlocated to support Arizonas SCHIP program. All Arizona children now digible for
Medicaid and KidsCare will remain igible.

Arkansas will build upon the Strategic Plan developed in the first round of HRSA State Planning
Grants with a State Coverage Initiative demonstration grant awarded by the Robert Wood Johnson
Foundatiorf®. The state will combine multiple efforts to stabilize exigting heath insurance coverage and
expand coverage to uninsured individuals. With this plan as a guide and despite budgetary deficits, the

http://www.ahccces. state.az.us/Services/psp/index.htm

®0Arizona and California were granted the first two HIFA waivers:
(http://cms.hhs.gov/hifa/hifaadem.asp)

®1The HRSA State Planning Grants Program provides one-year grants to states to develop plans
for providing access to affordable health insurance coverage to al their citizens. Under these grants,
states have explored options beyond expansion of public programs and considered strategies that build on
employer-based coverage, public-private partnerships, and single payer aternatives.
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gtate has used tobacco settlement fundsin the public arenato 1) extend coverage for pregnant women
from 133 percent to 200 percent FPL (3,000 additiona women annualy), and 2) extend in-patient
hospita benefits for existing Medicaid adult beneficiaries. Additionaly, the Sate has new proposals
under review by CMSfor 1) coverage targeting adults aged 19 to 64 up to 100 percent FPL (an
additiond 30,000 individuas), and 2) prescription drug coverage for Medicaid-digible, non-
indtitutionalized elderly (an additiond 10,000 individuds). Private sector initiatives in the Sate are
focusng on community-based purchasng pools targeting those communities and/or counties with taxes
levied to support indigent care, smal business regulation modifications, and increased flexibility for
private insurance carriers to offer products without state-mandated benefits.

In an innovative drategy blending public and private efforts, asmdl busnessinitiative in Arkansas will, if
approved, target employers through aHIFA waiver. By focusng on smal businesses that do not offer
group hedth insurance, efforts to expand hedth insurance and enroll individuads who are Medicaid
eligible but not insured (e.g., pregnant women and Medicaid/SCHIP digible children) will be enhanced.
The state will help the 65 percent of smdl businesses currently not offering hedlth insurance afford this
package for al employees by subsdizing the premiums paid for employees earning less than 200
percent of the FPL. Arkansasis applying for a 81115 waiver that will enableit to obtain federa
matching funds for services provided to enrollees earning less than 200 percent of the FPL. By
requiring 100 percent employee and family insurance coverage as a condition of employer participation,
this strategy will expand coverage not only to those eigible for the subsdy, but dso for those uninsured
individuas above 200 percent of the FPL. As proposed, the program will be an employer/state
partnership utilizing existing hedlth insurance carriers to provide coverage, thus promoting both
expanded coverage and stabilization of the existing health insurance marketplace.®?

California's approved HIFA waiver alows the state to offer hedlth coverage to the custodia parents,
family caregivers, and lega guardians of children digible for Medicaid or SCHIP, provided those
parents do not have hedlth insurance and have family incomes at or below 200 percent of the federd
poverty leve. Children of these families dready qudify for SCHIP in Cdifornia. Eligible parents will
recelve a benefits package smilar to that offered to children in the SCHIP program. Families generdly
would pay monthly premiums of $10 or $20, depending on their family incomes. An estimated 275,000
parents would be covered under the waiver, and the state aso expects to enroll more igible children
as aresult of the new coverage for parents.®®

Cdiforniadso provides an example of an initiative at the county leve in the Children’s Health
Initiative (CHI) of Santa Clara County, wherein private funders, locd governments, and non-profit

®2Arkansas SCI Demonstration Grant Proposal, May 2001. (http:/www.statecoverage.net).

%A GAO report released August 6, 2002, questions the validity of the Arizona waiver that allows
unspent SCHIP money to be spent on adults and further questions whether the California waiver meets
the requirement of “cost effectiveness.”
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agencies are working together to achieve universal accessfor children. CHI combinesa
comprehengve and integrated outreach and enrollment strategy with a new subsidized insurance
product marketed to children with family incomes up to 300 percent FPL who do not qualify for
Medicaid or SCHIP, regardless of their immigrant Satus.

Delawar e grouped together its four mgor contracts—health insurance for state employees and el ected
officids, Medicaid adminigration, hedth care for adult inmates in state prisons, and hedlth care for
juvenilesin detention centers and psychiatric facilities—and required bidders to submit proposals on
each of them.®* In doing so, the state was able to save $10 million in the costs of insurance for public
employees and thus avoid an increase in the premium amount contributed by employees.

Kentucky Access is ahigh-risk pool with a state authorized hedlth plan that offers medica coverage to
Kentuckians who find it difficult to obtain hedth insurance in the individua insurance market due to
high-cost medical conditions or who have been denied insurance because of high-cost conditions.
Spouses and dependent children of digible enrollees may be included in Kentucky Access coverage.®
Kentucky Access offers six different benefit/cost sharing options designed to give applicants avariety of
choices amilar to what is avallable in the private market. Each benefit plan dso offers (at additiond
cost) a prescription drug rider and amentd hedlth parity rider.  Two of the Six options do not have
lifetime maximums. The other four are each associated with benefits having a $2,000,000 lifetime
maximum.

Kentucky Access is financed with tobacco settlement funds in addition to premium revenue, an
assessment on premiums written by stop-loss carriers, and an assessment on premiums written by
hedlth insurance carriers offering fully insured plans.  Although it is expected Kentucky Accesswill
subgdize program cogts to some extent, it is not designed to serve indigent citizens or to completely
subsidize program costs® Asof July 31, 2002, 1,437 individuas were covered by Kentucky
Access.®’

Maine: In its most recent session the Maine legidature passed the Maine Small Business Health
Coverage Plan, avoluntary hedth plan for smal businesses and sdf-employed persons which will be

®Mary Allen, “Bid Process Cuts State Health-Care Costa,” Delaware News Journal, June 10,
2002. (http://www.delawareonline.com)

SSwww .kentuckyaccess.com

\www .kentuckyaccess.com. Premium rates vary depending on age, gender, and
benefit/deductible chosen. The premium for a 40-year-old woman with a $400 deductible under the
Traditional Access indemnity plan would be $531.94/month, excluding mental health and pharmacy riders

which would cost $265.97 and $37.24, respectively.
®’K entucky Access, Administrative Services, (502) 513-1026.
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overseen by apublicaly appointed board. The plan intendsto bring in federd dollars to cross subsidize
employer and employee contributions by including employeesin the plan who are categoricdly digible
for ManeCare (Medicaid and SCHIP) and maximizing igibility for Mane Care by increasing the
amount of income that can be disregarded in the digibility calculation.®®

Maine aso recently received a Section 1115 waiver to expand hedth insurance coverage to about
11,500 low-income, childless adults. Under the waiver, Maine residents who do not have children and
have annual incomes up to 100 percent of the federa poverty level, or $8,860 per year for an
individud, will be digible for coverage under Maine Care, the state Medicaid and SCHIP programs.

Massachusetts The Insurance Partnership Program, a program of MassHedlth, offers premium

assi stance towards employer-sponsored hedlth insurance. The employer pays 50 percent of the cost
and is able to offer lower wage employees a basic benefit package smilar to comprehensive private
coverage. Asof August 2002 there were over 12,000 enrolleesin this program.®®

Massachusetts dso initiated the Medica Security Plan (MSP) which provides COBRA assstance of
up to 80 percent of the premium (with cagps of $250 for an individud plan and $598 for afamily plan)
to unemployed workers who earned up to 400 percent FPL. The MSP also provides adirect
coverage option for people with incomes up to 200 percent FPL who have no ability to continue the
coverage with their employer (e.g., thereisno COBRA option). Other people can get a hardship
waiver. Legidation for the MSP was passed in 1988, and the plan was implemented in 1993. The
MSP is supported by a broad-based employer payroll tax; dl employers with at least Sx employees
pay $16.80 per year per employee. Thistax is dedicated to the support of the MSP.”™

Massachusetts dso incrementaly expanded its programs between 1997 and 2002. During thistime it
expanded Medicad, implemented a state-only funded program to ddliver limited menta hedth services
to immigrants, implemented a Medicaid buy-in program for the disabled and ederly, and implemented a
drug discount program for the disabled and elderly.

New Mexico was granted the third and most recent HIFA waiver in August 2002. Under the walver,
the state will useits unexpended SCHIP funds to subsidize hedlth insurance coverage through private
insurers. The coverage will be offered to low-income, uninsured workers by their employers.
Participants will not receive the full Medicaid package. They will receive a benefit package smilar to a
basic commercia plan with maximum annua benefits of $100,000. The coverage will be financed with

®Maine Small Business Health Coverage Plan, 22 MRSA c. 854 (2002).

®9Amy Lischko, Assistant Commissioner of the Massachusetts Division of Health Care Finance
and Policy, August 28, 2002.

70 Personal communication from Stephanie Anthony, Director, Federal and National Policy
Management, Massachusetts Division of Medical Assistance, November 14, 2002.
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date and federa funds, employer contributions ($75 a month per person), and employee premiums
ranging from $20 to $35 per month, depending on income. Individuas with incomes less than 100
percent FPL will not be required to pay amonthly premium. Individuas not associated with an
employer can receive coverage by paying the employer and individua share or by obtaining another
Sponsor to pay those costs. Under this initiative, New Mexico proposes to insure up to 40,000
additiond individuas.™

New York: Healthy New York is a sate-gponsored hedth insurance program for businesses with fifty
or fewer employees and for individuas who buy their own coverage.  Itsintent isto address the high
cost of coverage for low-income workers and small employers by creating a standardized product of
limited benefits thet is offered by dl HMOsin New Y ork and subsidized by the sate, through the
cregtion of a stop-loss fund which pays for up to 90 percent of the costs of enrollees with annud clams
between $30,000 and $100,000. The plan also depends on higher cost sharing or co-payments by
employees. The benefits package is comprehensive but is exempt from state requirements to cover
services such as mentd health, home hedlth care, chiropractic care, and outpatient trestment of
alooholism and substance abuse. As of March 15, 2002, there were gpproximately 6,000 enrollees.”

Oregon received approval for a 81115 waiver in October 2002 that will expand and restructure the
Oregon Hedth Plan (OHP) by creating a new and reduced benefits package for adults without children
(with incomes up to 185 percent FPL) while retaining the current package for categorical Medicaid and
generd assgance digibles. While not as comprehensive asthe current package, the new benefits
would be equivaent to those offered in the private market. The plan will provide insurance to 56,000
additiona residents. Oregon aso looks to expand its program that subsidizes employment-based
coverage.” Thewaiver will alow children and adults to choose to enrall in an employer sponsored
plan under FHIAP even if they are eigible for Medicaid or SCHIP.

Pennsylvania: The program adultBasic was implemented July 1, 2002, and is designed to provide
basic health coverage to adults aged 19 to 64 with incomes up to 200 percent FPL. It isfunded with
$76 million from the tobacco settlement, and program administrators expect to be able to cover 42,000
to 43,000 people with thismoney. Participants pay a $30 monthly premium with co-payments and

"l“HHS Approves New Mexico Request to Expand Health Insurance Coverage to 40,000
People,” HHS News, August 23, 2002. Http://www.hhs.gov/news/press/2002pres/20020823a.html.

2 New York State Insurance Department. Healthy NY: Health Insurance for the Uninsured
Program Website. (The Department, September, 2002) http://www.ins.state.ny.us/healthny.htm.
Another report that examines the Healthy New Y ork Program in more detail is. Katherine Swartz,
Healthy New York: Making Insurance More Affordable for Low-Income Workers, Commonwealth
Fund Report 484, November 2001.

"3http://cms.hhs.gov/hifalorapp.pdf
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receive physcian, hospita, and accident and emergency coverage from private hedth plans. The
program had 29,406 participants as of November 2002.7

Rhode | land’ s RIteShare program is an example of a premium assistance approach which builds on
employer-based coverage. Rhode Idand requiresthat dl individuas and families eigible for RIteCare
(Medicaid/SCHIP demonstration program) and with access to employment-based coverage must
enrall in RIteShare. RIteShare pays for the employee's share of the premium and the employee's
co-pays. It dso pays for the difference in benefits between the employer plan and the RIteCare plan.”™

Rhode Idand aso built—on the Structure of its RiteCare program—an innovative program for child
care workers. This program addressed the problems of high turnover rate in the child care workforce
and lack of access to affordable hedlth insurance among that workforce. 1n 1997 Rhode Idand
dlowed qudified certified family child-care providers and their minor children (under 18 years of age)
who live with them to be covered by health insurance through the state' s RlteCare program if they met
the criteriafor program digibility and if they had no other hedth coverage. In 1999, this coverage was
extended to employees of licensed center based child care programs and provided for an employer
buy-in to the program. The state program reimburses employees 50 percent of their hedlth care
insurance codts, if their employer (the child care center) pays at least 50 percent of the cost of the
insurance. (In other words, the center pays at least 50 percent of the cost of the insurance, and the
employee and the gate split the remaining premium cost.) To bedigible, providers and centers must
be certified by the Sate and serve a certain number of DHS subsidized, low-income children. In fisca
year 2002, the state will contribute $1.9 million of genera revenue to this program, which will insure
1,255 additiond individuas.

An additiond initiative in Rhode Idand conssts of legidation enacted at the close of the 2002 sesson
that alows the town of Scituate to establish the first population-based primary care practice in the
United States. Under this plan, participants would pay $200 per year to support aprimary care hedlth
center that would actively service plan members. In addition, each participant has amedica savings
account (MSA) backed up with a high deductible hedth plan, paid for by the individua or employer.
The Scituate plan will gart by being offered to municipal employeesin 2003. The Sate legidature has
enacted a $200 tax credit for all participants.”

"PA Department of Insurance, Facts about adultBasic: Working Toward a Healthier
Pennsylvania, (Philadelphia, PA: PA Department of Insurance, last updated October 2002).
http://www.insurance.state.pa.us/html/adultbasic.html. Enrollment figures updated by Pat Stromberg,
Executive Director, adultBasic, Pennsylvania Department of Insurance, November 15, 2002.

"http://www.dhs.state.ri.us/dhs/drishar.htm

®Rhode Island Department of Human Services. Subsidy for Health Insurance for
Center-Based Child-Care Providers. (Cranston, RI: Rl DHS, Downloaded September, 2002).
http://www.dhs.state.ri.us/dhs/heacre/dinsccf.htm
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Utah was granted a 81115 demongtration waiver that alows the State to offer areduced benefit
package to adults aged 19 and over whose annua incomes are under 150 percent of the federal
poverty level (FPL). It dso alows the state to exercise an option to ingdtitute an annua $50 enrollment
fee for these newly digible enrollees and others who are digible for Medicaid. Coverage for newly
enrolled adults will consst of a package of primary and preventive care services. Theseinclude
physician vigts (excluding specidists), |ab, radiology, durable medicd equipment, emergency room
sarvices, pharmacy, denta, and vision. Enrollees will not be digible for in-patient hospita or long-term-
care sarvices. Hospitals in Utah have agreed to donate $10 million in hospital services. The state dso
has commitments for donations of speciaty care provided in an in-patient setting. A second
demondration will provide to high-risk pregnant women the full Medicaid benefit package available
under the ate plan.””

""http://cms.hhs.gov/hifalhifaadem.asp
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