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he primary purpose of The Future of Children
is to promote effective policies and programs
for children. The journal is intended to pro-
vide policymakers, service providers, and the
media with timely, objective information based on the
best available research regarding major issues related to

child well-being. It is designed to complement, not dupli-

cate, the kind of technical analysis found in academic
journals and the general coverage of children’s issues by
the popular press and special interest groups.

This issue of the journal focuses on efforts to provide
publicly funded health insurance to low-income children
in the United States through Medicaid and the State
Children’s Health Insurance Program (SCHIP). During
the past four decades—beginning with Medicaid in 1965
and, more recently, with the creation of SCHIP in
1997—public health insurance coverage for children has
evolved into a national policy priority. Together, these
programs have made substantial progress in reducing the
number of uninsured children. The articles in this issue
summarize current knowledge and research about which
children are uninsured and why, and describe the innova-
tive strategies states have used to simplify enrollment and
renewal procedures to help boost coverage.

The overarching message in this journal is a positive one:
SCHIP and Medicaid work. Despite the documented
success of Medicaid and SCHIP, however, high uninsur-
ance rates among low-income children continue to be a
complex problem, and a weak economy, rising health

care costs, and funding shortfalls threaten to erode recent
gains. To fulfill the promise of these programs, further
progress is needed on several fronts. For example, these
programs need to continue their focus on enrollment,
outreach, and retention to ensure coverage for the high
numbers of eligible yet uninsured children; they need to
be supported by improved financing mechanisms; and
they need to expand coverage to low-income children
who are currently ineligible. If Medicaid and SCHIP
could be extended to their full capacity and implemented
properly, they could potentially cover virtually all low-
income children in the United States.

We welcome your comments and suggestions regarding
this issue of The Furure of Children. Our intention is to
encourage informed debate about the most effective
strategies for providing publicly funded health coverage
to low-income children. To this end we invite correspon-
dence to the Editor-in-Chief. We would also appreciate
your comments about the approach we have taken in
presenting the focus topic and welcome your suggestions
for future topics.

Richard E. Behrman, M.D.
Editor-in-Chief
Journal/Publications Department
300 Second Street

Los Altos, CA 94022
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Health Insurance for Children

Health Insurance for Children:
Analysis and Recommendations

en years ago, health insurance coverage for

children in the United States appeared to be

on the decline. At that time, in the first issue

of The Future of Children that focused on
health care, we observed that high and rising health care
costs, an economic downturn, and concern that the
“dynamics in the private health insurance market make
continued coverage unpredictable” were all contributing
to the public’s dissatisfacdon with the health care sys-
tem.! The evidence presented in that journal issue sug-
gested that children’s health care was being adversely
affected by the same forces buffeting the rest of the
health care system. For example, one article reported
that children were much more likely to lack health insur-
ance in 1987 than in 1977 and that, over that same peri-
od, health care used by uninsured children declined
relative to use by children with coverage.? As this issue
goes to press, the economy is once again in a recession
after years of strong growth, health care costs are rising
rapidly again after several years of moderate growth, and
the number of uninsured is growing. Unlike the situa-
ton a decade ago, however, the rate of uninsurance
among children, which peaked in 1998 at 15.4%, has
been declining recently, thanks to the expansion of pub-
lic health insurance programs for children.

The national commitment to public health insurance pro-
. grams for children has evolved over several decades,
beginning in 1965 with Medicaid for poor children and

culminating in 1997 with the enactment of the State Chil-
dren’s Health Insurance Program (SCHIP) for the unin-
sured children of working, low-income families.
Nationally, almost two-thirds of all children are covered by
employer-sponsored health plans offered to their parents
in the workplace. Although many low-income children—
children in families with incomes below 200% of the fed-
eral poverty level (FPL)—have access to employer-
sponsored insurance through their parents, many parents
cannot afford the premiums to cover the entre family.
Other low-income parents work in low-paying jobs that
do not offer health coverage, and these parents cannot
afford to purchase insurance on their own. For the chil-
dren of such parents, public coverage plays a critical role.
In 2001, Medicaid and SCHIP provided coverage to
approximately 24 million children (30% of all children and
more than 40% of low-income children), and in 2002,
federal and state funds of more than $40 billion were
spent on health coverage for low-income children.?

The public investment in children’s health insurance
reflects both a national commitment to protect chil-
dren’s health and the social value that Americans place
on children’s well-being. Public-opinion surveys
demonstrate broad public support for children’s health
insurance; and although many factors in children’s
physical and social environments influence their health
and well-being, health insurance is an important tool
that gives children access to crucial health services.

www.futureofchildren.org



Analysis and Recommendations

Despite the progress of recent years, high uninsurance

rates among low-income children and families continue
~ to be a difficult and complex policy problem, while state
and federal budget deficits coupled with problems with
the federal funding formula for SCHIP threaten to undo
recent gains. Yet, the findings presented in this journal
issue suggest that Medicaid and SCHIP have demon-
strated their potential for improving the lives of America’s
most vulnerable children. If states and policymakers build
on the success of existing programs, these programs
could eradicate uninsurance among low-income children
in the United States.

This journal issue addresses some of the most persistent
questions related to publicly funded health insurance for
children and synthesizes lessons learned about how to
make these programs more responsive to the needs of
low-income children. Among the questions addressed
are: Which children are still uninsured and why? What are
effective ways to enroll eligible children in public health
insurance programs and keep them enrolled? How can
public insurance programs better serve the needs of espe-
cially vulnerable children, including children with special
health care needs, adolescents, and children in immigrant
families? We also highlight some creative ways to insure
more children.

This article frames some of these issues and draws on the
most current research to point to solutions to persistent
problems. The arncle begins by discussing the impor-
tance of health insurance for children’s access to health
care and describes the progress that has been made in
providing coverage for children. The challenges in fulfill-
ing the promise of public health insurance programs are
discussed, as well as the steps to extend these programs
and implement strategies to cover virtually all low-
income children.

Health Insurance Matters

At the most basic level, both private and public health
insurance coverage reduce the out-of-pocket costs of
health care. As a result, children have greater access to
health care services and reap the benefits of such services,
and families are cushioned from the economic hardship
that can accompany an illness or injury requiring medical
care. In addidon to the tangible benefits for children’s
health and families’ economic well-being, health insur-

ance coverage can reduce stress for parents who might
otherwise be anxious or frightened about the prospect of
rearing children without such insurance. Depending on
the scope and depth of benefits offered, health insurance
can facilitate access to care for acute and chronic illness,
as well as access to preventive .care. Improved access to
effective health care can improve children’s health status
over time, which in turn may positively affect many other
aspects of children’s lives. In addition, by helping to
underwrite the health care costs of serious illness, insur-
ance reduces the risk that illness or injury will result in
economic hardship, which may be especially catastrophic
for families with limited means. Hughes and Ng relate in
this issue that about 36% of families of children newly
enrolled in public coverage reported that the lack of cov-
erage had created finandial difficulties for them prior to
enrollment, and 74% of these parents reported being
worried, scared, and stressed before their children had
coverage.? By reducing the financial risks uninsured fam- -
ilies face, insurance coverage for children can help reduce
stress and improve a family’s quality of life.

Benefits of Access to Health Care

Research demonstrates that health insurance—whether
privately or publicly sponsored—is positively associated
with key indicators of children’s use of health services.® In
comparison to their uninsured peers, children who are
insured arc more likely to have a regular source of med-
ical care and to receive health care when they need it, and
they visit health care practitioners more often.

For instance, a recent study that looked at patterns of
health care use among children who were enrolled in
SCHIP and those who were uninsured found that chil-
dren covered under SCHIP were more likely than their
uninsured peers to have well-child care, dental and spe-
clalty visits, and recommended immunizations.® The
same study also looked at use patterns among children
before and during enrollment in SCHIP and found that
children had more outpatient visits and were more likely
to have a well-child care visit after they enrolled.

Increased access to health care services also helps ensure
that children get the health services they need. For exam-
ple, insured children consistently have fewer unmet
health care needs than their uninsured peers. In a study
that examined levels of unmet need for medical care, den-
tal care, and prescription drugs among the same group of

Volume 13, Number 1



children before and after they enrolled in SCHIDP, levels
of unmet need decreased in all categories after enrollment
in the public insurance program.” A study that compared
low-income children with Medicaid coverage and those
without insurance found that children with Medicaid
coverage were less likely to have unmet or delayed needs
for prescription drugs and for medical, surgjcal, and den-
tal care.® In contrast, uninsured children are more likely
to have health problems that routine health care could
cither prevent or help to manage,® and they often fail to
receive prescribed médications because of cost.!

Insurance is also a powerful predictor of whether a child
has a regular source of health care.!! Overall, having a
regular source of care, particularly primary care, encour-
ages the use of health services and increases the benefits
of services received.!? As Hughes and Ng note in their
article, children who have a regular source of care are
more likely to receive needed immunizadons and have
annual preventive care visits. Their families also report
higher levels of satisfaction with their health care.!® Fur-
thermore, there is evidence that when children develop
long-term relationships with a particular health care
provider, they may receive more accurate diagnoses,
require fewer hospitalizations, and incur lower health
care costs.'*

Of course, health insurance alone cannot be expected to
always improve health status; too many other factors are
important. Nonetheless, some studies suggest that health
insurance can play a very important role. For example,
several studies suggest that on select measures, the health
of children improves with insurance. A recent evaluation
of California’s SCHIP program, Healthy Families, indi-
cated that children who started the program with the
poorest parent-reported health status enjoyed dramatc
improvements in health after one year in the program,
whereas children who started the program in reladvely
good health maintained their health status.’s In another

" study, parents of children with asthma reported improve-
ments in their children’s health after enrollment in New
York’s Child Health Plus program. ¢

Other Factors Affecting Health Status and

Access to Care _

As mentioned above, children’s health status is shaped by
a number of factors, many of which—culture, environ-
mernt, socioeconomic status, geographic locaton—are

Health Insurance for Children

not influenced by access to health care.'” Furthermore,
the benefits of health care are bounded at any point in
time by limits on scientific knowledge and technical
capacity. Thus, although increasing health insurance cov-
erage may improve children’s health, Hughes and Ng
caution that it is only one of many issues that must be
considered to promote children’s health. The larger
social and environmental context that shapes children’s
health also needs to be addressed to improve health out-
comes for disadvantaged children.

Even families with health coverage may face barriers to
receiving care, such as the difficulty of finding a health
care provider who is conveniently located, with hours
that can accommodate a family’s work and child care
schedules. Families may also find it difficult to find
providers with the linguistic skills and cultural sensitivity
necessary to provide quality care. The low reimburse-
ment rates and the administradve burdens placed on
providers by some public insurance programs make
many providers reluctant to participate, resulting in
addidonal access problems for families and children.
These issues will need to be addressed if public health
insurance programs are to reach their full potendal to
meet children’s needs.

Current Progress in Expanding Public
Coverage for Children

Although the creation of SCHIP may have motivated
the most recent growth in coverage for children, Mann
and colleagues note in this journal issue that public
health insurance for children has a long history. The
authors trace current programs back to the maternal and
child health programs of the Depression Era, including
grants to the states for maternal and child welfare
through the Social Security Act of 1935 and cash assis-
tance through the Aid to Families with Dependent Chil-
dren (AFDC) welfare program. The next significant
milestone was the 1965 enactment of Medicaid, which
provided medical assistance to families who were receiv-
ing welfare—primarily unemployed single mothers and
their children under age 18. Medicaid also provides cov-
erage for low-income seniors and people with disabili-
des. The program is structured as a joint federal-state
program.!® States administer the program, making spe-
cific decisions about eligibility and benefits within broad

The Future of Children



Analysis and Recommendations

guidelines set by the federal government. The federal
government in turn provides matching funds, or pay-
ments to the states for some (about 57% on average) of
the costs involved with providing health services to
Medicaid beneficiaries."”

A series of expansions (known as the poverty-related
expansions) to the Medicaid program began in the mid-
1980s and provided the building blocks for SCHIP. For
example, the link between welfare receipt and participa-
tion in Medicaid was weakened to allow states to cover
children in low-income families who were not receiving
cash assistance. This change substantially increased
Medicaid enrollment of children in the late 1980s and
early 1990s.

When Congress reformed welfare in 1996, the Personal
Responsibility Work and Opportunity Reconciliation Act
(PRWORA) completed the delinking of Medicaid eligi-
bility and the receipt of cash assistance that had begun
years earlier.?® As a result, eligibility for Medicaid is now
determined by a family’s income and other resources, not
by its status as a welfare recipient. Severing the link
between Medicaid and welfare has had its advantages as
‘well as disadvantages. On the one hand, the stgma asso-
ciated with public benefit programs may have deterred
some eligible families from taking advantage of Medic-
aid.?! On the other hand, the welfare system did provide
a comprehensive intake process that helped some needy,
low-income, female-headed families receive a variety of
public supports, including Medicaid. Following enact-
ment of PRWORA, children’s enrollment in Medicaid
declined, but it has recovered in recent years.??

Following a failed attempt by the Clinton administration
to institute comprehensive health reform in the mid-
1990s, the political momentum around health care
focused toward incrementally broadening coverage for
children. The result was SCHIP, which was enacted in
1997 through Title XXI of the Social Security Act. Build-
ing on the framework provided by Medicaid, SCHIP was
intended to provide insurance for low-income, working
families who earned too much to qualify for Medicaid,
but did not have private coverage. Funded through a fed-
eral block grant, the program gave states more flexibility
than Medicaid offered to experiment with a varety of
approaches to expanding coverage for low-income, unin-
sured children.2® For example, states have the opton to

simply expand eligibility for health coverage under an
existing Medicaid plan (Medicaid expansion SCHIP),
create a separate SCHIP program, or use a combination
of both approaches.

Although Medicaid is targeted to children in families
with very low incomes, while SCHIP targets children
in higher-income (yet still low-income) families, the
two programs have evolved to be intcrdependent and
complementary in a number of areas. (The interde-
pendence between the programs may be beneficial for
children, as recent research indicates that many chil-
dren move back and forth between the two programs
as family income changes.) Federal law links the two
programs by requiring that children who apply for
health coverage under separate SCHIP programs be
screened for Medicaid eligibility as well and enrolled in
the program for which they qualify.** In addition,
Wysen and colleagues note that during SCHIP’s initial
implementation phase (from 1998 to 2000}, the pro-
gram benefitted from the extensive infrastructure for
providing access to health services that state Medicaid
programs had developed. Several separate SCHIP pro-
grams contracted with health plans their states’ Medic-
aid programs used, and they used similar
quality-assurance techniques.”® In turn, SCHIP influ-
enced Medicaid enrollment procedures and systems,
making it easier for eligible children to enroll in both
programs. Nonetheless, the potential still exists to fur-
ther align and coordinate the two programs in order to
serve children more effectively.

The past decade has brought progress in improving chil-
dren’s access to health care on several important fronts,
including reductions in the numbers of children without
health coverage, systems that streamline and align enroll-
ment and renewal in public health insurance programs,
and the provision of comprehensive health benefits to
needy children. In addition, for the first time, public
health insurance programs actively worked to enroll eligi-
ble children and designed promotional campaigns to
encourage families to participate.

Reducing Uninsurance Rates among Children

Between 1998 and 2002, the number of children in the
United States who lacked health coverage declined by
approximately 2.6% (1.7 million children).?® After
SCHIP was launched in 1997, health coverage for chil-
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dren in families between 100% and 200% of the FPL,
SCHIP’s primary target group, increased markedly.?”
Holahan and colleagues note in this issue that in addi-
don to the expansions in public coverage for children
that occurred from 1994 to 2000, a robust economy
helped drive down uninsurance rates for children by
increasing their families’ access to employment-spon-
sored coverage.

By 2001, Medicaid was providing health coverage to 21
million low-income children, and SCHIP to nearly 3.5
million low-income children?® These programs now
serve as the primary source of coverage for children from

low-income families (those with incomes below 200% of
the FPL, or $36,200 for a family of four in 2002).%

Simplifying Enroliment

The attention paid to outreach and simplifying enroll-
ment in the SCHIP program has been unusual for pub-
lic benefit programs, which frequenty strive to limit
access and restrain usage. SCHIP is designed to reach
children in low-income, working families, some of whom
may have littde experience with public benefits. The pro-
gram’s success, which has been measured by how effec-
tively it reaches its enrollment targets, rests on its ability
to find and appeal to such families, and program admin-
istrators have invested funds and energy in marketing and
in streamlining procedures and systems to make pro-
grams more attractive.

These SCHIP innovations have subsequently influ-
enced Medicaid. Because of its historical link to wel-
fare, Medicaid’s application and enrollment procedures
once reflected welfare application procedures: long,
complicated forms that needed to be completed in a
welfare office; face-to-face interviews that included
intrusive questions; and onerous documentation and
filing requirements. In the mid-1990s, before SCHIP
was created, states started simplifying Medicaid enroll-
ment procedures for children, eliminating asset tests
and face-to-face interview requirements and allowing
families to apply at some hospitals and clinics rather
than welfare offices. SCHIP grc‘atly accelerated this
simplification process, and by January 2002, most
states had adopted key simplification strategies, which
are described in the articles by Cohen Ross and Hill
and by Wysen and colleagues.*

Health Insurance for Children

Providing Comprehensive Health Benefits

The benefit packages under SCHIP and Medicaid in
most instances are more generous than those typically
offered under private plans?' The benefits children
receive under Medicaid, for example, are considered par-
dcularly comprehensive. Most significant for children was
the 1967 creation of the Early Periodic Screening, Diag-
nosis, and Treatment program (EPSDT) as a component
of Medicaid 3 EPSDT provides comprehensive screen-
ings—such as vision, dental, and hearing screenings—as
well as diagnostic and treatment services. As Mann and
colleagues explain, the EPSDT program extended Med-
icaid’s role from simply paying for health services to
actively trying to ensure that children receive compre-
hensive preventive care and treatment with regular health
screenings, physician and hospital visits, well-child care,
and vision and dental care. Although Medicaid benefits
vary by state, they tend to cover more services than are
typical under private health insurance or SCHIP*® In
addigon, unlike families with private health coverage, and
to a lesser extent SCHIP, families usually do not have to
contribute financially toward the care of children covered
under Medicaid (cost sharing).

SCHIP’s benefits are designed to be more comprehen-
sive than private coverage, but they tend to be less com-
prehensive than Medicaid’s.?* For example, SCHIP
benefits include physician, hospital, well-baby and well-
child care, prescription drugs, and limited behavioral and
personal care services, but not the comprehensive screen-
ings provided under EPSDT. In addidon, separate
SCHIP programs usually require families to pay premi-
ums and contribute toward the cost of health care that
their children receive under the programs, although fed-
eral law prohibits these costs from exceeding 5% of a fam-
ily’s annual income.*® '

Fulfilling the Promise

Medicaid and SCHIP, aided by a strong economy,
have made substantial progress in expanding health
coverage to low-income children. However, as many
as 9 million American children still lack health insur-
ance. If the problem of uninsured children in the Unit-
ed States is to be solved—and public-opinion surveys
document that 85% to 90% of Americans think it
should be—public health insurance programs have
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been demonstrated to be an effective vehicle for pro-
viding health coverage to children. Indeed, data pre-
sented in the article by Holahan and colleagues in this
journal issue demonstrate the potental of these pro-
grams, when implemented effectively, to provide
health coverage to almost all uninsured children
natonwide (see Table 1). Most important to reducing
the uninsurance problem facing children is raising par-
ticipation in Medicaid and SCHIP, as 76% of uninsured
children are already eligible for coverage under SCHIP
and Medicaid, but are not enrolled.?® A continued
focus on simple and convenient enrollment and renew-
al systems, as well as proactive outreach and education-
al efforts, will be key to reaching these children. Special
efforts will be needed to enroll Latino and other
minority children, children in immigrant families (fam-
ilies in which at least one member is an immigrant),

and adolescents. Children in these groups are all over-
represented in the ranks of the eligible, but uninsured.

In additon, 6% of uninsured children are undocumented
immigrants who would meet the income-eligibility levels
for Medicaid and SCHIP. Expanding these programs to
cover this population of children and restoring legal immi-
grant children’s eligibility for federal Medicaid and SCHIP
funds (repealed in 1996) would not only reduce the num-
ber of uninsured children directly, but could have an
important positive impact on the large population of cur-
rently eligible but unenrolled children in immigrant fami-
lies. Lastly, expanding SCHIP eligibility to uninsured
children in families with incomes below 300% of the FPL,
as several states have done, with adequate provisions to
minimize the substtution of public coverage for privately
financed coverage (crowd-out) could provide coverage for
another 5% of uninsured children. Building on the current

Table 1
The Potential of Medicaid and SCHIP to Reduce the Number of Uninsured Children
in the United States
Percent of Number of Annual Cost of Coverage?
Uninsured Children States Share Federal Share
Category Children (in millions) (in billions) (in billions)
Currently Eligible for Medicaid 51% 4.69 $2.9 $3.8
Currently Eligible for SCHIP 25% 2.30 $0.8 $2.2
Undocumented Low-Income Immigrant Children 6% 0.55 $0.5 $0.7
Uninsured Children Made Eligible by Expanding SCHIP
Coverage to 300% of the FPL 5% 0.46 $0.2 $0.4
Total Children and Costs Associated with Use of
Existing Programs to Cover Uninsured Children
Up to 300% of the FPL® 87% 8.00 $4.3 $7.1
Uninsured Children in Families with Incomes above
300% of the FPLc 13% 1.2 - -

aAssumptions in calculations: average annual cost per enrollee—$1,431 in Medicaid “These children constitute less than 2% of all children in the United States.

and $1,273 in SCHIP, federal matching rates—Medicaid 57% and SCHIP 74%;
undocumented children eligible for Medicaid and SCHIP in the same ratio as eligible
unenrolied children.

bTotals may not equal 100%, due to rounding.

Sources: Cost data from Holahan, J., and Kenney, G. Urban Institute, based on March
2002 Congressional Budget Office estimates. See also the article by Holahan and col-
leagues in this journal issue.
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system of public and private coverage for children, these
additional strategies could leave only about 3% of all chil-
dren without health insurance.

Currently, however, the progress of recent years, let alone
the promise of these additional steps, is threatened by
massive budget shortfalls in most states, a growing feder-
al deficit, and an economic slowdown and rising health
care costs, which are eroding private health care coverage.
In such a fiscal environment, suggesting even modest
expansions of coverage may appear audacious, yet as indi-
cated in Table 1, the marginal cost of covering immigrant
children and uninsured children up to 300% of the FPL
is small relative to the amount that is already being spent
to cover currently eligible children ($44 billion) and the
amount that will be needed to provide coverage for cur-
rently eligible children who are not enrolled in public
* insurance programs. In any case, to fulfill the promise of
the current Medicaid and SCHIP programs, the current
federal-state funding systems for these programs will
need to be stabilized, enhanced, and better coordinated
with the private insurance system.

Because fiscal conditions appear to be so critical to fulfill-
ing the promise of children’s public health insurance pro-
grams, reforming program financing is the focus of the
next section. We then turn our attention to program
operations in the areas of outreach, enrollment, and
retention; the needs of especially vulnerable populations;
and lastly, program expansions.

Financing Public Health Insurance Programs

The rapid growth in public health insurance programs
combined with the economic slowdown has surfaced sev-
eral problems with the federal—state financing systems for
Medicaid and SCHIP. Several of these issues, including
the need for more money for public health insurance pro-
grams during recessions, when tax revenues are down,
idiosyncrasies in the financing system for SCHIP, and
unequal federal cost-sharing rates for SCHIP and Medic-
aid, are discussed in this section. In addition, the poten-
tially cost-saving strategy of extending public coverage by
using public funds to subsidize employment-based cov-
erage is explored.

Counter-Cyclical Financing
For the first time since SCHIP was created, public health
insurance programs are struggling to maintain the status

Health Insurance for Children

quo in the face of rising health care costs, state and fed-
eral budget deficits, a weak economy, and a rising num-
ber of unemployed and uninsured families.

The demand for public health insurance increases during
hard economic times because as unemployment rises,
families lose access to employer-sponsored coverage.
Approximately 1.4 million Americans lost their health
insurance in 2001, and a recent study found that an
increase in the unemployment rate of 1% would increase
Medicaid enrollment by more than 1.5 million persons,
including 1 million children.®® The overall cost to the
Medicaid program of this increase in enrollment was
estimated at almost $3 billion, including $1.2 billion to
be borne by states. In addition, health care costs have
begun to increase rapidly after several years of relative
stability. This acceleration in the costs of health care has
increased the cost of employer-sponsored coverage,
reducing the number of companies that offer employ-
ment-based health coverage. Many employers that do
offer coverage are asking employees to pay a higher por-
ton of the cost of coverage, leading some employees to
drop coverage (particularly dependent coverage, which
is less heavily subsidized by employers than coverage for
the employee alone).

A slowdown in the economy and an increase in unem-
ployment also impact state and federal revenues. As a
result, states and the federal government are struggling
with growing budget deficits. States are also feeling the
pressure from increased health care costs. Medicaid
spending, which makes up more than 20% of all state
budgets, is outpacing total state revenue growth. Second
only to education in most state budgets, spending on
Medicaid, fueled primarily by increases in costs for the
elderly and disabled, has grown by 25% over the last two
years.® States have a limited number of strategies to con-
tol program costs. They can reduce program enroll-
ment, reduce benefits, increase cost sharing (premiums,
co-payments, and so forth), or reduce payments to
providers. All will reduce access to health care. To date,
states have applied these options primarily to Medicaid
programs for adults, but as states’ fiscal crises deepen,
there are increasing reports of plans to apply these cost-
cutting measures to programs for children as well.

Governors are projecting revenue shortfalls of $30 bil-
lion in 2003, and as much as $80 billion in 2004 .*° Fur-
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thermore, all states but one (Vermont) are required to
balance their budgets each year,*' which means they
must either raise taxes or cut spending on social pro-
grams. The federal government also operated with a
deficit in 2002 and has a projected deficit close to $200
billion in 2003.42 Unlike states, however, the federal
government can operate with a budget deficit, which
gives it more flexibility to contribute to safety net pro-
grams during hard economic times.

To cope with the increased need for public health insur-
ance programs during economic downturns and budget
crises, state and federal governments would be wise to
develop a counter-cyclical financing system that ensures
funding for public programs during recessions, when
demand for the programs increases. (Although many
states have so-called rainy day funds to help cope with
revenue shortfalls, these funds do not appear to be ade-
quate to also accommodate the increase in demand for
public health insurance coverage that accompanies eco-
nomic slowdowns.) A possible model for public health
insurance programs to follow is the funding system for
unemployment insurance. The state and federal govern-
ments have established unemployment insurance trust
fund accounts for each state that is funded by a payroll
tax. When employment is high, the trust fund is built up.
When employment is low, the trust fund is drawn down
to pay unemployment claims. The federal government
can also contribute additional money into the trust fund
during difficult times to extend unemployment benefits,
as the Bush administration has proposed to do in 2003.
A similar counter-cyclical funding system would help
ensure adequate funding for SCHIP and Medicaid when
demand for the programs increases during difficult eco-
nomic times.

Another strategy would be to temporarily increase the fed-
eral government’s contribution (the federal matching
rate) for SCHIP and Medicaid to help states during eco-
nomic downturns. Legislation to temporarily increase the
federal matching rate for Medicaid and also to provide
additional fiscal relief for states via federal block grants was
introduced in Congress in 2002, but it did not pass. This
suggests the need for a more reliable mechanism, such as
a specific set of criteria (state revenues dropping below a
certain level or an increase in unemployment by a speci-
fied amount) to trigger increases in the matching rate and
to help states avoid program cuts during recessions.

RECOMMENDATION: Counter-Cyclical Financing

State and federal govemments should create a financing system that
increases funds for Medicaid and SCHIP to meet the increased demand
for public heatth insurance during economic downtumns.

Problems with SCHIP Funding

SCHIP also faces several major federal funding prob-
lems unrelated to states’ current budget problems.
These problems are by-products of the way that Con-
gress scheduled the distribution of federal funds to the
states for SCHIP. SCHIP was funded as a block grant
to states, providing them with $40 billion over 10 years.
Yet, the money was not distributed evenly over the 10
years. Instead, Congress allocated more money for the
first 4 and last 3 years of the program than for the mid-
dle years in order to meet balanced-budget targets. As a
result, federal funding for SCHIP decreases by more
than $1 billion in each fiscal year from 2002 to 2004.
This decrease (the “SCHIP dip”) unfortunately coin-
cides with an increased need for SCHIP funds because
of steadily increasing enrollment.

In addition, almost $3 billion of unspent federal
SCHIP funds are scheduled to “expire” and return to
the US. Treasury at the end of 2002 and 2003.*3
These funds will expire because they were not used
within the time period established by the SCHIP
statute. Although SCHIP (like all new public pro-
grams) needed time to establish itself and to meet fed-
eral budgeting requirements, Congress allocated more
funding to the states in each of the first four years of
the program than for any of the next five years. States
were allowed to carry forward their unspent federal
SCHIP allotments for three years, however, to smooth
out the federal funding stream and to fund program
growth, Many states have not yet used up all their
allotment carry forwards, and although Congress
enacted a temporary fix in 2000—reallocating and
extending the timeline for use of unspent funds—these
funds will revert to the Treasury unless their availabili-
ty is extended again.
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Finally, the allocation formula specified in the statute

has resulted in many states receiving more federal fund-

ing than they need, while other states may soon use up
their initial federal SCHIP allotments.* The SCHIP
statute provides for unspent funds to be reallocated
after three years from the states with unspent allot-
ments to those that have fully spent their federal funds.
This reallocation process has been only a limited suc-
cess, however, with some states having to return their
unspent allotment to the Treasury, while others are
considering capping their program enroliments when
their federal funds are used up.

The net result of these funding quirks is that SCHIP
enrollment may slow or even fall (about one-quarter,
900,000, of the children now served by SCHIP may
lose their coverage) because 17 states may not have suf-
ficient federal funding to sustain their SCHIP pro-
grams between 2003 and 2007.** (Because of the
SCHIP dip and the expiration of funds, states will have
about $6 billion less in federal funding for SCHIP over
this four-year period.*) Without adequate funding, the
program will not be able to provide coverage for chil-
dren as was intended; and without changing the way
funding is allocated among states, states that have fully
used their SCHIP funds will not receive additional
money to continue to build their programs and may
even be unable to avoid having to reduce the number
of children they insure.

Legislation to address some of these SCHIP funding
problems was introduced in the Senate in 2002 and
again this year, and the National Governors’ Association
and others have proposed remedies for SCHIP’s fund-
ing problems. But to date, nothing has passed, and $1.2
billion in unspent federal SCHIP funding reverted to
the Treasury at the end of Fiscal Year 2002.%

I N
RECOMMENDATION: SCHIP Funding

The federal government and states should work together to resolve the
funding problems in SCHIP to ensure stable and adequate federal fund-
ing for SCHIP in all states. :

L |

Health Insurance for Children

Discrepancies in the Federal Matching Rate

The federal matching rate refers to the percentage of pro-
gram costs that the federal government provides to states
for their Medicaid and SCHIP programs. This rate,
which depends on a number of factors, varies among
states and over time. In general, the federal matching rate
is higher in states that have fewer resources per person
than in wealthier states.

Yet, while Medicaid covers many more children than
SCHIP and targets children in families with lower
incomes than those covered under SCHIP, the federal
matching rate for SCHIP is on average 30% higher than
the rate for Medicaid.*® As a result, the federal govern-
ment currently: pays about 57% of Medicaid program
costs and 74% of SCHIP costs,* which means that states
have to use more of their own money to cover children
who are eligible for Medicaid than to cover children in
SCHIP. This provides states with a financial incentive to
enroll children in SCHIP rather than Medicaid because
states can use fewer state dollars per SCHIP enrollee.

Raising the federal matching rate for children enrolled in
Medicaid to the same level as the SCHIP rate would help
states deal with their current finandial crises and would be
good policy for children for several reasons. First, Medic-
aid serves the bulk of low-income, uninsured children
and is designed for the very disadvantaged, those who
need public coverage the most. One out of every five
children nationwide reccives health coverage under Med-
icaid.% Medicaid pays for 30% of all pediatrician visits,>!
38% of child hospitalizations,> and 40% of all U.S.
births5® Raising the federal Medicaid matching rate
would make it casicr for states to maintain and improve
the quality and integrity of their children’s Medicaid pro-
grams. In addition, because more than one-half of unin-
sured children are in fact eligible for Medicaid, raising the
matching rate would reduce the cost to states of enrolling
these uninsured children, increasing the likelihood that
states will move more aggressively to reach and enroll
these children. Also, because the federal government can
run a budget deficit while states cannot, Congress might
consider raising the matching rate to help states serve vul-
nerable children during difficult economic times, when
demand for public health coverage increases. Finally,
many children currently move back and forth between
SCHIP and Medicaid as their families’ economic circum-
stances change or they age. Using the SCHIP matching
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rate for both programs would simplify administration and
reduce the need for certain program eligibility rules and
procedures that can act as barriers to enrolling children in
either program.>*

The risk, however, particularly in challenging fiscal envi-
ronments, is that states will use the additional funds pro-
vided by an increased federal Medicaid match for other
programs. Therefore, it may be appropriate to tie any
increase in the Medicaid matching rate to a requirement

that states maintain most or all of their funding commit- -

ments to their children’s Medicaid programs. This would
create an incentive for states to expand program enroll-
ment or improve their programs in other ways, such as by
enriching benefit packages or increasing reimbursement
for providers.

L ]
RECOMMENDATION: Federal Matching Rates

The federal government should raise the federal Medicaid matching rate
for children to the same level as the SCHIP matching rate to encourage
states to enroll more children in Medicaid, to provide states with fiscal
relief, and to simplify administration.

L ]

Coordinating with Employer-Sponsored Coverage
Cost remains a barrier to expanding public health cover-

. age for children, especially in difficult economic times.

One potentially cost-effective avenue for expanding
health coverage to children and families is to use public
funds to subsidize private group health insurance offered
through employers. This approach is practical because,
although many uninsured poor children have parents
who work at jobs that do not offer health coverage, 40%
to 50% of uninsured children in families with incomes
between 133% and 250% of the FPL have access to
employer-sponsored coverage. In addition, the business
community supports health coverage for children: 9 out
of 10 employers nationwide reported concerns about
uninsured children and their belief that every child
should have some basic level of health care.5

Both SCHIP and Medicaid already authonze the use of
public funds to help eligible low-income families pay the
premiums for employer-based coverage. Curtis and

Neuschler in this journal issue describe a strategy called
premium assistance that uses public funds to enroll eligi-
ble children in their parents’ employer-sponsored cover-
age. Premium assistance offers the potential for cost
savings becausc employers usually cover most (70% to
75%) of the costs involved with providing family cover-
age.’® For example, Rhode Island saves an average of
$178 per month for each family enrolled in its premium-
assistance Medicaid program rather than its straight Med-
icaid program.’” Moreover, through premium-assistance
programs, states can frequently insure entire families for
less than the cost of enrolling eligible children in Medic-
aid or SCHIP. Children benefit when their parents have
health coverage, and many parents prefer to have all fam-
ily members in the same health plan.

As Curtds and Neuschler note, although a number of
states have attempted to launch premium-assistance pro-
grams, progress has been slow, in part because of admin-
istratve rules under SCHIP intended to protect children
from the limited benefit packages and families from the
potentally burdensome cost sharing found in some pri-
vate insurance plans. Recently, waivers have been granted
to several states to relax some of these restrictions on the
condition that families can choose to enroll their children
in either the “regular” SCHIP program or an employer-
sponsored plan and can switch to the purely public plan
if they find that the employer-sponsored plan does not
meet their needs.3

L

RECOMMENDATION: Coordination with
Private Coverage

States and the federal govemment should cooperate in developing cost-
effective health coverage for low-income children and their families by
coordinating public health insurance programs with private, employer-
sponsored coverage.

[ ]

Addressing Barriers to Qutreach, Enroliment,

and Retention

Because the Medicaid and SCHIP programs have
tremendous potential to address the problem of unin-
sured children, understanding and addressing the factors
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associated with children’s participation or lack of partici-
pation in these programs is key to solving the problem.
Program policies and administrative practices, lack of
knowledge about program availability, and not wanting
or needing coverage have been identfied as the main
impediments to participation (see the article by Holahan
and colleagues in this journal issue). Accordingly, simpli-
fying program rules and administrative practices associat-
ed with both enrollment and retention, and educating
parents about the availability and value of coverage (out-
reach activities), can lead to significant reductions in the
ranks of uninsured children. (See the article by Wong in
this journal issue for a discussion of innovative approach-
es to reducing uninsurance among children.)

Understanding the Causes and Consequences
Before modifying program practices and procedures, it is
important to consider why these practices exist. Many pro-
gram requirements and administrative procedures were
established to ensure program integrity—that is, to make
sure that the programs serve only the children they were
intended to serve. For instance, documentation of income
requirements helps to assure that only children in families
with incomes that qualify them for public health coverage
receive it. (In this issue, Blumberg discusses the challenges
of targeting coverage to specific populations while ensuring
that a wide range of children are served.) The downside of
using dauntdng administrative procedures (extensive docu-
mentation requirements, long detailed application forms,
in-person interview requirements, frequent reporting, or
reenrollment requirements) to ensure program integrity is
that they can discourage even eligible families from partic-
ipating in important programs.

A solutdon, however, lies in the definition of “program
integrity.” If a more comprehensive definition were used,
one that includes how well a program serves its eligible
population as well as how effectively it screens out the
ineligible, the states could focus on balancing the impacts
" of exclusionary requirements against the imperative to
serve targeted populations. Ultimately, decisions as to
which administrative practices should be retained can be
based on empirical research on the impact on program
integrity of different policies and procedures, and agree-
ment among stakeholders on what are acceptable trade-
offs between enrolling eligible and excludlng ineligible
children and families.

Health Insurance for Children

Unfortunately, there has been little research on the
impact of different administrative procedures on program
integrity. There is, however, much anecdotal evidence (as
documented by Cohen Ross and Hill in this issue) of the
positive effect on program participation of administrative
simplification and of a change in the relative values
assigned to enrolling versus excluding children from pub-
lic health insurance programs that accompanied the roll-
out of the SCHIP program beginning in 1998.

Specifically, when Medicaid was viewed as a welfare pro-
gram tied to cash assistance, it included many adminis-
trative rules, practices, and procedures to discourage
participation. With the advent of SCHIP and federal wel-
fare rcform, however, the reframing of the children’s
Medicaid program as a health insurance program, and a
shift in policy focus to reducing the number of uninsured
children, many of the administrative barriers to children’s
participation in Medicaid were reduced or eliminated.

At the same time, in some states vestiges of the old restric-
tive Medicaid system remain, which means that the system
that serves the poorest children stll has more enrollment
barriers than does SCHIP. For example, as of January
2002, four states required face-to-face interviews for
enrollment into their children’s Medicaid programs; only
one state required these interviews for its SCHIP program
as well. Four states also maintained an asset test (families
need to document their assets on the application for bene-
fits and are not eligible if their assets exceed a certain level)
in their Medicaid programs, whereas only one SCHIP pro-
gram had an asset test. In addition, many states that cover
low-income parents as well as children in their Medicaid
programs impose more enrollment requirements on adult
family members than on children, with the result that it is
more difficult for children to enroll as part of a family than
as individuals. This complicates matters for parents and
runs counter to parents’ preference to enroll the endre
family in a single insurance program.

The good news, however, is that most states have great-
ly improved their enrollment procedures in recent years
(38 states required face-to-face interviews in 1997), and
states are gradually adopting other procedures to simpli-
fy enrollment and retention processes. For example, 13
states do not require families to provide verification of the
income they report on their applications. This system
greatly reduces the paperwork burden on families. These
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states now verify income and other information by
matching identfying information provided by the family
with existing state databases. Some states that have
adopted self-declaration report a substantial reduction in
application-processing, time and costs while maintaining
high levels of accuracy5? Other studies have documented

administrative cost savings from other administrative sim-

plifications. Because effective simplification strategies
increase enrollment in health insurance programs, how-
ever, they are not likely to reduce overall program costs.
Nonetheless, reducing administrative costs can free up
resources for delivery of health care services to enrollees.

There is a danger that in the current fiscal environment,
states will undo some of the administrative simplifications
adopted in recent years in order to reduce program par-
ticipation and program costs. For example, in 2001 Ken-
tucky rescinded its policy that allowed self-declaradon of
income on children’s health insurance applications, and it
is considering reinstatement of face-to-face interview
requirements at initial enrollment.®® Using administrative
procedures to reduce enrollments and public expendi-
tures on coverage for children runs counter to the pur-
pose of the programs.

Improving the Alignment of SCHIP and Medicaid
Further efforts can be made to streamline and simplify
enrollment. One key area requiring further work, for
example, is the need to improve the alignment of rules
and procedures between Medicaid and SCHIP. Thirty-
five states offer both Medicaid and separate SCHIP pro-
grams for low-income children. Yet, the interdependent
and complementary relationship of Medicaid and SCHIP
means that children move from one program to another
as their family circumstances change or as they age. Align-
ing the programs and simplifying procedures that allow
children to move between the programs would make the
programs easier for families to navigate and would enable
children to receive care more efficiently.

Thirty-three of the states that have separate SCHIP pro-
grams allow families to ‘use a single form to apply for
both Medicaid and SCHIP for their children, but many
programs maintain program and procedural characteris-
tics that create hurdles for families. Families may even
have some children eligible for Medicaid and others eli-
gible for SCHIPD, so the families must comply with dif-
ferent sets of reporting requirements, deadlines, and

procedures to provide health coverage for all their chil-
dren.8! Twenty states, however, have enacted uniform
eligibility criteria for all children in a single family.

Programs can also be more responsive to changes in
family circumstances by making it easier for children in
families experiencing financial hardship to transfer from
a separate SCHIP program into a Medicaid program (as
most Medicaid programs do not require a financial con-
tibution, whereas some SCHIP programs do). States
can facilitate transfers by using a joint renewal applica-
don and establishing systems for sharing relevant infor-
mation about children participating in both programs.5?
For example, Florida and Texas transfer applications
electronically, whereas Kansas and New Jersey coordi-
nate among eligibility workers to determine children’s
eligibility for either program. Other states with separate
programs have facilitated enrollment and maximized
administrative efficiency by using similar methods to
determine eligibility and similar enrollment procedures,
and by allowing one worker to determine eligibility for
both programs.

Making Renewal as Easy as Possible

Enrolling eligible children in public coverage programs is
only the first step toward ensuring their access to health
care; keeping children enrolled presents an ongoing chal-
lenge. Many studies have demonstrated that eligible chil-
dren are at risk for losing coverage at any time, but that
the probability of disenrollment is highest when children
must renew their coverage. Both SCHIP and Medicaid
have encountered the problem of “churning,” in which
children lose coverage but reenroll within a few months.
Other children bounce between Medicaid, SCHIP, and
private coverage. An unknown number may experience
protracted periods of uninsurance after disenrollment. In
response, states have adopted a vaniety of approaches for
simplifying renewal policies and procedures, as outlined
below and discussed in the article by Cohen Ross and Hill.

For example, a growing number of states allow families
to renew coverage for their children at longer intervals
(such as every 12 months rather than every 6) or allow
children to retain their public coverage for a full year even
if their family income changes.®® Twenty-one states are
using joint renewal forms for Medicaid and SCHIP,
which are helpful to families who have children in differ-
ent programs or whose changed circumstances have
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shifted their eligibility from one program to the other.
Some states provide families with preprinted renewal
forms and ask them to provide updates at renewal only
on information that has changed. States are also experi-
menting with different methods for following up with
families, such as phone calls, to remind them to reenroll
their children. Florida uses a method called automatic or
passive reenrollment in its SCHIP program. This proce-
dure allows children to remain enrolled as long as fami-
lies do not notify the program that their circumstances
have changed, but continue to pay the program premi-
ums. A recently published study found that although
other states experienced 30% to 50% drops in enrollment
at renewal in the absence of premiums, Florida’s disen-
rollment at renewal was only 5%.%*

L |

RECOMMENDATION: Streamlined Procedures

States should make application, enroliment, and renewal procedures for
Medicaid and SCHIP as easy as possible and should ensure that rules
designed to maintain program integrity do not deter participation by eli-
gible children.

L i

Innovative Measures to Facilitate Enrollment

Two promising measures for streamlining enrollment,
highlighted in this journal issue in articles by Klein and
by Horner and colleagues, respectively, are presumptive
eligibility and coordination with other public programs
for children. A small number of states have used these
strategics to ensure that eligible children receive cover-
age as quickly as possible and to create partnerships with
other public programs that target children in low-
income families.

Presumptive Eligibility

Presumptve eligibility allows entites such as health care
providers and schools to immediately, but temporarily,
enroll children who appear eligible into public health
insurance programs. While their families complete the
application process, the children will receive health care
services for which providers are reimbursed, even if a
child is uldmately found to be ineligible.%> As of August
2002, 10 states had adopted presumptive eligibility under
Medicaid, and 5 states had adopted it under SCHIP.%
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Klein explains that in addition to ensuring quick access to
care, presumptive eligibility allows states to involve com-
munity-based organizatons in enrollment as well as out-
reach. In turn, families can learn about children’s health
insurance and receive application assistance from familiar
and wusted sources. A natonal survey of low-income
families with uninsured children showed that parents
were more likely to enroll their children in Medicaid if
they could enroll immediately upon receiving services
and provide forms later.5” A downside of presumptive eli-
gibility is that it will increase the number of ineligible chil-
dren who are enrolled and receive services and will also
increase disenrollment rates when these children are dis-
enrolled. There is also some risk that presumptive eligi-
bility, because it provides coverage at the point of service,
could encourage families to use the programs for episod-
ic and sporadic acute care rather than for prevenuve care.
It may be appropriate, therefore, for states to monitor the
effect of presumptive eligibility on care-seeking behavior
and to provide education or other supports to encourage
sound program utlization by children enrolled through
the process.

Coordinate with Other Public Programs

Another potentially effective approach is to coordinate
enrollment for health insurance with enrollment in
other public benefit programs. Many uninsured chil-
dren are enrolled in other public programs that have
cligibility requirements similar to Medicaid and
SCHIPS8 For example, 63% of low-income, uninsured
children are in families that receive food stamps or par-
ticipate in nutrition programs such as the National
School Lunch Program or the Special Supplemental
Food Program for Women, Infants, and Children
(WICQ). Through a strategy known as express lane eli-
gibility, Medicaid and SCHIP are linked with other
public programs that target children in low-income
families. An uninsured child’s enrollment in those
programs can then serve as a basis for qualifying that
child for public health insurance.®® Using this
approach, states and other organizations can take affir-
mative steps to ensure that children who are enrolled
in other public benefit programs are enrolled in health
insurance as well.

Approaches of varying intensity are possible. For
example, application for or enrollment in other public
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benefit programs could be used as the basis for out-
reach to families for Medicaid or SCHIP. Joint appli-
cations could be developed for these programs, and
enrollment in the health insurance programs could be
facilitated by the staff and systems that handle enroll-
ment into the other programs. A potential limitation
of this approach is that several of the public benefit
programs (specifically the nutrition programs) have
less stringent enrollment criteria than do Medicaid or
SCHIP—they typically do not require verification of
income or citizenship. Accordingly, linking these pro-
grams to Medicaid and SCHIP may subject partici-
pants in the other programs to a more rigorous level
of scrutiny and may theoretically lead to a reduction in
participation in the other programs. It may be pru-
dent, therefore, to approach program coordination
eftorts cautiously and to monitor the impact of these
efforts not only on enrollment in public health insur-
ance programs, but on enrollment in the other public
benefit programs as well.

Linking outreach for Medicaid and SCHIP to applica-
tion for employment insurance or to job termination
procedures may be another effectve but underutilized
way of boosting program participation and cushioning
the impact of job loss on families with children.
Because the majority of children obtain health insur-
ance through their parents’ employment, a parent’s job
loss can trigger an episode of uninsurance. Although
families have the option under COBRA of continuing
coverage for up to 18 months after a job termination,
this unsubsidized coverage is unaffordable for many
low- to moderate-income families. Job loss may also
trigger a reduction in family income, which may make
a child eligible for Medicaid or SCHIP. Accordingly, it
appears likely that the time of application for unem-
ployment insurance, or the formal exit interview at
which employees are informed of their COBRA
options, presents an opportunity to enroll children in
public health insurance programs. This opportunity
was explored in Congress in late 2001 and early 2002.
in response to the rapid rise in unemployment that fol-
lowed the terrorist acts on September 11, 2001, but
interest in such linkages waned because of difficulties in
working out the details of how to target coverage to
those affected indirectly by the attack.

— ]
RECOMMENDATION: Coordination with
Other Programs

States should coordinate enrollment in public heafth insurance pro-
grams with enrollment in other public benefit programs that target low-
income children (such as schoo! lunch and food stamp programs) to
increase children’s coverage.

I ]

Sustain Outreach Efforts

The launch of SCHIP in 1998 spurred intensive efforts -
to make the public aware of the new program and to
actively encourage enrollment. SCHIP’s objective of
reducing the number of uninsured children in the Unit-
ed States dramatically influenced Medicaid’s outreach
and enrollment procedures. For the first time, a public
health program emphasized the importance of program
promotion and active efforts to enroll eligible children.
As described by Perry in this journal issue, states devel-
oped a range of marketing strategies to promote their
public programs, including choosing appealing names
and engaging the media, churches, and schools in enroll-
ment campaigns.”® Most states (73%) promoted their
SCHIP and Medicaid programs jointly, which likely
increased enrollment in both.”” Some states report that
they enrolled several eligible but previously uninsured
children in Medicaid for every child enrolled in SCHIP.

Yet budget constraints and an economic downturn have
severely constrained states’ ability to continue with their
public education and media campaigns. State budget
shortfalls not only put pressure on outreach budgets
directly, but also create strong incentives to reduce out-
reach efforts in order to slow or reverse the growth in
program enrollments and program expenditures.
Nonetheless, sustaining intensive outreach and public
education efforts is necessary to reduce the high numbers
of uninsured children who are eligible for public coverage
but not enrolled—especially since lack of knowledge
about program availability and not valuing coverage
remain important impediments to participation.

At this point in the evolution of the SCHIP and Medic-
aid programs, targeting outreach and public education
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campaigns to specific groups with elevated rates of unin-
surance, such as children in immigrant families, .other
minorities, and adolescents, may make good use of limit-
ed funds. Outreach to immigrant families should be in
their own languages, should employ culturally appropn-
ate messages to educate parents about the value of cover-
age and how to access the system, and should seck to
allay inappropriate fears that program partcipation will
jeopardize a family’s stay in the United States. Similarly,
adolescents need outreach programs that speak to their
needs and concerns. Lastly, outreach to families made eli-
gible for SCHIP or Medicaid as a result of the economic
downturn may be particularly valuable if these families
have not interacted with public assistance programs in the
past. For all these groups, outreach from community-
based organizations and instituions—and from other
public benefit programs such as unemployment insur-
ance—can be cost-effective.

Working with Community-Based Organizations

Increasingly in recent years, states have partnered with
community-based organizations and institutions as part of
their outreach efforts, opening new opportunities for
reaching vulnerable populations such as adolescents and
immigrants. SCHIP administrators have developed part-
nerships with community-based organizations to assist
with enrollment in public health coverage and to comple-
ment broad outreach and marketing campaigns. Unlike
Medicaid regulations, federal SCHIP regulations allowed
states to use a variety of organizations to determine a
child’s eligibility for coverage.” SCHIP used this flexibili-
ty to leverage the trusting relationships that families devel-
op with familiar organizations they deal with frequently,
such as schools and community health clinics. One study
showed that California families who received assistance
from community organizations during the application
process were approved for coverage at a higher rate than
those who did not receive assistance.” In particular,
Cohen Ross and Hill note in this journal issue that com-
munity organizations may provide invaluable assistance
for families that do not speak English, have concerns
about how program participation might impact their
immigration status, or simply need a convenient place to
apply during off hours. Culturally competent, communi-
ty-based organizations can be an effective way to reach
uninsured immigrant children. In addition, some com-
munities have existing traditions of health-related out-
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reach that programs can incorporate into their efforts to
reach eligible children. For example, in the article by
Lessard and Ku in this journal issue, the promotoras in
many Latino communities are highlighted as a useful
resource for helping families navigate public programs.

In addition, community organizations have provided
important feedback to program administrators that has
resulted in improved applications. For instance, in
response to input from schools and community groups
thar staffed an enrollment evenr in the public schools,
Chicago shortened its application and clarified that par-
ents did not have to provide their own Social Security
numbers when applying for coverage for their children.”*

[ 1
RECOMMENDATION: Outreach and Education

States and the federal goverhment should maintain outreach and public
education as a priority and should work with community-based organi-
zations to target children who are disproportionately uninsured, such as
adolescents, minority children, and children in immigrant and newly
unemployed families. '

I _]

Focusing on Vulnerable Populations

Rates of uninsurance and access to appropriate care
among children vary along dimensions such as family
income; parental work status; age, race, and ethnicity; cit-
izenship status; geographic location; and need for care.
Some groups of children, such as adolescents and children
in immigrant families, particularly Latinos, have a higher
risk for being uninsured. These two groups of children, as
well as children with special health care needs, would all
benefit from health insurance programs that are respon-
sive to their high-priority needs and concerns. Three arti-
cles in this journal issue discuss the challenges of reaching
difficult-to-serve populatons and describe strategies for
serving these vulnerable children more effectively.

Tailoring Programs to Accommodate Children
with Special Health Care Needs

Preliminary data from the first nadonwide survey of chil-
dren with special health care needs (SHCNs) indicates
that children with special needs represent 15% to 18% of
the total population of American children. Although the
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term “special health care needs” has been defined in a
number of ways, these children tend to have chronic con-
didons and a high need for services, especially specialty
and ancillary care. Accordingly, care for these children
accounts for almost 50% of all health care expenditures
for children.” Children with SHCNs are also especially
vulnerable to adverse health outcomes and are therefore
an important group to consider when designing public
health insurance programs.

In an article in this journal issue, Szilagyi reviews the pub-
licly funded programs that serve children with SHCNs and
describes the challenges and opportunities involved in their
care. In addition to Medicaid and SCHIP, children with
SHCN' s are also served by Title V of the Social Security
Act, which provides money to states for community-based
programs; Supplemental Security Income (SSI), also a
Social Security program, which provides cash assistance to
families to help with expenses related to disabilities; and
Katie Beckett waivers, which allow states to use Medicaid

funds to cover health care for children with SHCNs who

otherwise would be ineligible and would have to forgo
needed care. As Szilagyi notes, Medicaid is particularly well
suited for children with SHCNs because it offers a very
comprehensive benefit package and is an entitlement with
litde or no cost sharing. In fact, families of children with
SHCNs are generally more satisfied with the care provided
through Medicaid than they are with private insurance cov-
erage.” A consistent finding, however, is that Medicaid’s
low reimbursement rates for providers make many
providers reluctant to care for children with SHCNS,
which can limit children’s access to appropriate care.

Although most separate SCHIP programs offer children
with SHCNS a richer, more appropriate benefit package
than the typical commercial plan, many basic SCHIP
plans fall short of Medicaid in providing for children with
SHCNs. Some states try to supplement basic SCHIP
benefits with wraparound coverage (additional coverage,
such as for dental or rehabilitation services) or carve-out
programs (special service delivery programs, such as for
mental health services), but these arrangements may
complicate access to and coordination of services, and
there is yet little systematic evidence as to how well these
arrangements are working.

In addition, some states require that children be unin-
sured for anywhere from one to six months before

enrolling in SCHIP.”” The purpose of this provision is to
discourage families with employer-sponsored insurance
from switching to SCHIP. Yet, as Szilagyi notes, such
waiting periods present a particular risk for children with
chronic or urgent medical conditions who need health
coverage without delay. Some states have attempted to
remedy this problem by exempting children with special
needs from waiting periods.”® Other states have exempt-
ed children from waiting periods if their families have
spent more than a certain proportion of their income (for
example, 5% in Connecticut) on health care.”®

Szilagyi also identifies a number of ways in which health
insurance programs for children, private as well as public,
could be improved, including enhanced outreach,
improved wraparound (supplemental) services, strength-
ened provider networks, financial incentives appropriate
for the additonal costs of caring for children with
SHCNs, improved care management and cross-program
collaboration, and enhanced quality-monitoring and
quality-improvement programs.

L ]

RECOMMENDATION: Children with Special Health
Care Needs

States should monitor how well their Medicaid and SCHIP programs are
serving children with special health care needs in the areas of enroll-
ment, scope of benefits, access to providers, and coordination of care,
and take appropriate action to improve performance.

L ]

Adolescents

Adolescence is a unique developmental stage of acceler-
ated growth, when a number of physiological, cognitive,
social, and emotional changes occur simultaneously. As a
result, according to Brindis and colleagues in this journal
issue, prevention, early intervention, and health educa-
don are especially important for adolescent children. Yet,
adolescents are significantly less likely than their younger
peers to have health coverage, and participation rates in
public programs are lower for cligible teens than for eli-
gible children under age six3° Low insurance rates
among adolescents are troubling because the transition
from childhood to adulthood represents a critical oppor-
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~tunity to prevent the onset of health-damaging, risky
behaviors such as smoking, substance abuse, or unsafe
sex, which can lead to lifelong health problems and
unwanted pregnancies.

Although historically the Medicaid eligibility standards
for adolescents were more restrictive than for younger
children, program expansions in the late 1980s through
the early 1990s and the creadon of SCHIP in 1997
greatly increased adolescents’ eligibility for public health
insurance. These expansions of coverage equalized eligj-
bility thresholds for children of different ages, but studies
show that low-income parents of adolescents are still less
likely to think their children are eligible for public cover-
age than parents with younger children.®! As a result, the
uninsurance rate among adolescents (children ages 10 to
18) is about 14%, with even higher rates among low-
income and minority adolescents.®2

To increase partcipaton by adolescents in public health
insurance programs, more attention needs to be paid to
developing effective outreach and enrollment strategies
and to providing a health care dclivery system that is
responsive to adolescents’ needs and concerns. Little is
known about which outreach strategies are effective in
reaching adolescents generally or what works with specif-
ic subpopuladons of youth who are at high risk for health
problems. Brindis and colleagues recommend that states
work with service organizations, schools, and health care
providers to develop, implement, and evaluate outreach
strategies targeted to adolescents. Once cnrolled, adoles-
cents will also need educaton on how to access services,
because many adolescents may want to access services
independently of their parents.

Adolescents need a broader set of health care services
than do younger children (for example, family-planning,
reproductive health, mental health, and substancc-abuse
services) and may access services in different venues
(school-based and family-planning clinics, for example)
than younger children. In addition, studies show that
assurances of confidentiality increase adolescents’ effec-
tive use of care and that without confidentality protec-
tion some adolescents will forgo care. However, not all
states have modified their Medicaid and SCHIP pro-
grams to address adolescents’ needs. For example, some
programs do not cover appropriate preventive services for
adolescents in accordance with the most current guide-
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lines. Restrictions on mental health and substance-abuse-
treatment benefits, which may apply as well to younger
children and adults, may have greater significance for
adolescents than they do for other age groups. Lastly,
although all states offer some confidendality protections
to adolescents under age 18, Brindis and colleagues
report that more could be done to improve the policies
and practices of health plans and health care providers to
assure confidendality protections for adolescents.

Brindis and colleagues identify two groups of adolescents
needing special attention: those leaving foster carc and
those leaving the juvenile justce system. Many adoles-
cents who leave the foster care system at age 16 or older
have serious unmet physical and mental health needs, but
lack familial and financial supports. These highly vulnera-
ble adolescents are covered by Medicaid while in foster
care, but become uninsured after leaving foster care
because few states have taken advantage of a federal
option to expand Medicaid coverage to age 21 for mem-
bers of this population. Similarly, many youth in the juve-
nile justice system experience significant behavioral
problems and acute and chronic medical conditons.
While in custody, these youth receive care through the
juvenile justice system, but many of their problems per-
sist when they leave custody. Because many of these
youth are eligible for Medicaid or SCHIP upon their
release from custody, Brindis and colleagues recommend
screening these young people for eligibility for these pro-
grams upon their release.

I
RECOMMENDATION: Adolescents

States should experiment with special outreach efforts to increase ado-
lescent participation in Medicaid and SCHIP and should closely monitor
how well these programs are meeting adolescents’ needs.

I ]

Immigrants

The United States is a natdon of immigrants, yet many
children in immigrant families are not covered by health
insurance. One in five children under age 18 is either an
immigrant or a member of an immigrant family (see the
article by Lessard and Ku in this journal issue for a
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detailed description of different categories of immigrant
families).3* The majority (75%) of these children are
native-born citizens, while 25% are noncitizens. Since
1990, the number of children in immigrant families has
increased seven times faster than the number of children
in nonimmigrant families.’ As Lessard and Ku put it, one
of the most important risk factors for lack of health insur-
- ance among children in the United States is family immi-
gration status. One in four uninsured children lives in an
immigrant family.3

A subset of immigrant children is barred from participat-
ing in Medicaid and SCHIP by eligibility restrictions, but
many low-income children in immigrant families are in
fact eligible for coverage, but not enrolled. Eligible chil-
dren remain without coverage because their families
encounter too many obstacles (for example, language bar-
riers and documentation requirements) while trying to
enroll them, are confused about program availability and
cligibility, or fear the possible repercussions of accessing

public benefits. In their article, Lessard and Ku outline a

number of suggestions for addressing these barriers.

Several studies have documented the negative impact of
welfare reform on immigrant children’s use of public
health insurance programs and other benefits.?5 Some of
the confusion about cligibility stems from the new cate-
gories of eligibility for all public benefits, including health
insurance, created when Congress reformed federal wel-
fare policies in 1996. These new categories distinguish
" between immigrants who entered the United States
before and after August 22, 1996, the date the law was
passed.8¢ Overall, as Lessard and Ku note, the proportion
of eligible immigrant children covered by Medicaid and
SCHIP dropped by nearly 8% after the 1996 welfare law
was enacted.?

In addition, the anti-immigrant policy climate of the
1990s appears to have eroded immigrants® confidence in
their ability to access public benefits without repercussions
even if they are eligible.®® For instance, in a recent three-
city (San Francisco, Miami, and New York) survey of Lat-
na mothers who had just given birth, those who lived in
California were six times more likely to report facing
obstacles and a sense of fear when they attempted to
access publicly provided health care services than similar
women in New York and Florida.* Common concerns
were that applying for public health insurance would jeop-

ardize their immigration status or make it more difficult to
become citizens and that they would someday have to
reimburse the government for health care costs. Such con-
cerns acted as barriers to participation for many women
who were eligible for coverage. A series of California poli-
cies, such as Proposition 187, a 1994 ballot measure that
would have restricted the access of undocumented immi-
grants to most public services, appear to have contributed
to an environment of anxiety among immigrants.

Overall, the restrictions on providing coverage to legal
immigrant children in the 1996 federal welfare law
appear to have adversely affected the participation of eli-
gible children in immigrant families as well. The situation
is made more confusing by a provision of the legislation
that allows children to enroll in federally funded Medic-
aid and SCHIP programs after five years of residence in
the United States. Coupled with the fact that children
born in the United States are citizens and so are eligible
for coverage, this provision means that immigrant fami-
lies can have children in multiple eligibility classifications
that will change over time. Fortunately, several states have
offered Medicaid and SCHIP coverage to legal immi-
grant children with state funds; however, these programs
may be in jeopardy when state budgets are constrained.

Restore Eligibility for Legal Immigrant Childven
Restoring federal eligibility for public health coverage for
those who lost coverage as a result of welfare reform in
1996 would have several major benefits. It would provide
coverage to a number of low-income immigrant children
currently barred from participating in public programs
they would have been eligible for prior to August 22,
1996; simplify the application processes for these pro-
grams for all children; reduce the anxiety and concern
that immigrant families feel about accessing public health
coverage for their children; and perhaps, therefore,
increase participation in these programs by currently eli-
gible children. Federal support would be especially
important now, when states that are providing this cov-
erage without federal funds are facing revenue shortfalls.
Moreover, restoring these benefits would make federal
policy toward legal immigrant children more consistent.
Last year, the food stamp eligibility that had been
revoked for these children in 1996 was restored, and they
remain eligible for federal nutridon programs such as
school lunch and WIC.

Volume 13, Number 1

25



I ]

RECOMMENDATION: Legal Immigrant Children

The federal government should restore its funding for public heatth
insurance programs for legal immigrant children who lost coverage fol-
lowing the enactment of welfare reform in 1936.

L |

Cover Low-Income Children Regardless of
Dmmigration Status

Restoring federal eligibility for all legal immigrant chil-
dren would not help the undocumented immigrant chil-
dren who comprise 6% of uninsured children. All states
are required to cover eligible immigrants’ emergency
medical care under Medicaid, and some states allow chil-
dren to enroll in advance for the emergency care benefit.
Even though enrolling children in strictly limited pro-
grams is not ideal, enhancing access to emergency care
could lead to earlier and less costly interventions.*®

Although extending health coverage to undocumented
immigrant children may seem to be a daunting political
challenge, ample precedent to do so exists. Lessard and
Ku describe initiatives in several states and localities to
insure immigrant children, regardless of immigration sta-
tus.”! They also note that undocumented children are
currenty eligible for nutrition programs such as school
lunch and breakfast. There is also strong reason to believe
that eliminating immigration status as a factor in program
eligibility could substantially increase participation by
children in immigrant families who are eligible under cur-
rent law, but who do not enroll because of confusion or
concerns that the immigration status of other family
members could be threatened by their participaton.

Expanding federal coverage to include undocumented
children will also provide fiscal relief to states and safety net
providers. Three states and the District of Columbia use
their own funds to provide at least some coverage for
undocumented children. In addition, to the extent that
state and locally funded safety net providers end up serving
the health care needs of low-income immigrant children
with litle remuneration, federal participation in the fund-
ing of health insurance for these children can help reduce
state and local outlays and shore up safety net providers.

Health Insurance for Children

Provide Linguistic and Culturally

Competent Assistance

For children in immigrant families, restoring or expand-
ing cligibility for Medicaid and SCHIP will not alone
guarantee enrollment or access to health care services.
Immigrant parents and their children will need linguisti-
cally and culturally competent assistance in applying for
benefits and using the health care system. As previously
discussed, trusted community groups can play that role as
well as help allay concerns that getting medical assistance
might endanger a family’s immigration status. In addi-
tion, because linguistic and cultural competence are inte-
gral to quality health care, efforts (resources, administrative
procedures, and monitoring) to assure the greater avail-
ability of such care should be part of any attempts to serv-
ice this population.

Lastly, although there are many ongoing evaluatons of the
impact of coverage expansions on children, little is known
about how coverage expansions impact children in immi-
grant families. This issue requires more research to help us
understand how to effectively reach, enroll, and serve these
children, as well as to measure the benefits they may derive
from coverage. In addition, because of concerns about the
possible adverse effects of expanding coverage for immi-
grant children on state budgets and immigration patterns,
these two issues should be studied as well.

[ : ]
RECOMMENDATION: Undocumented Children

States and the federal govemment should expand Medicaid and SCHIP
coverage to all low-income children regardless of immigration status
and should provide linguistically and culturally appropriate services to
ensure that all children can benefit from the expanded coverage.

[ ]

Next Steps: Expanding Coverage to More Children
and to Parents

Though SCHIP and Medicaid have made substantial
progress in filling the gaps in health coverage for chil-
dren in families that cannot afford private insurance,
many children stll fall through the cracks berween
public and private health insurance programs. Two
ways to improve coverage for children are raising the
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income eligibility level for SCHIP and expanding
SCHIP coverage to parents.

Raising SCHIP Income Eligibility

In addition to children in immigrant families, many other
low-income children lack coverage, because not all states
have increased coverage under SCHIP to 200% of the
FPL. Even at that level, some uninsured children in fam-
ilies with somewhat higher incomes do not qualify for
public coverage, but nonetheless have difficulty affording
private coverage. As was pointed out earlier, further
expanding SCHIP eligibility to uninsured children in
families with income below 300% of the FPL could pro-
vide coverage for 5% of all currently uninsured children.

Ten states have taken advantage of available SCHIP
funds and the generous SCHIP federal matching rate to
expand coverage to children in families with incomes
above 200% of the FPL. (New Jersey has the highest eli-
gibility level at 350%.) Many of these programs impose
modest cost sharing on families in the form of premiums
and co-payments for services. Cost-sharing requirements
typically increase as family income rises. New York
charges the full cost of its SCHIP program for families
with incomes above 208% of the FPL, but most states
continue to substantially subsidize their programs for
families with incomes above 200% of the FPL.

One reason for expanding eligibility for public programs
above 200% of the FPL is variation in the cost of living.
For example, several counties in the San Francisco Bay
Area have recently launched locally financed programs to
cover children in families with incomes up to 300% or
400% of the FPL (California covers children to 250% of
the FPL in its SCHIP program). These programs
attempt to address the very high cost of living in the Bay
Area. Another reason to consider expanding eligibility for
public health insurance to uninsured children in families
with incomes between 200% and 300% of the FPL is that
about one-half of these children reside in families that do
not have access to employer-sponsored coverage.

Expansion of public coverage to children in families with
incomes up to 300% of the FPL will require some special

" consideradons, however. First, because approximately

50% of uninsured children in families with incomes
between 200% and 300% of the FPL have access to
employer-sponsored coverage, coverage expansions to

this group might be accomplished at lower cost through
employer buy-in programs. Coordination with employer-
sponsored insurance may be easier to administer in this
income range because there may be less need to com-
pensate for the higher cost sharing and more limited
scope of benefits frequently associated with private insur-
ance for this group of children than for children in fami-
lies with lower incomes.

Second, because within this income band there are
almost 10 times as many children with employer-spon-
sored coverage as there are uninsured children, public
programs for this population should be designed to min-
imize crowd-out. Cost-sharing arrangements (prermiums
and co-payments) of a magnitude more like generous
employer-sponsored programs than public programs may
be appropriate for this income group. However, very lit-
te is known about why children in this incoine band are
uninsured or how these program features might affect
their participation in public programs, use of services, or
propensity to switch from private to public programs. So
it may be valuable to include a research and evaluation
component in further public program expansions to chil-
dren in higher-income families to get the answers to these
key program design questons.

[ 1
RECOMMENDATION: Income Eligibility Levels

All states should increase eligibility under SCHIP to include all children
in families with incomes up to 200% of the federal poverty level, as
intended in the SCHIP statute, and, as funds become available, experi-
ment with expanding coverage to children in families with incomes up
to 300% of the federal poverty ievel.

L |

Cover Entire Families

Some states and rescarchers have begun to test the rela-
tonship between reaching and enrolling uninsured chil-
dren and expanding health insurance to parents.”? Nearly
75% of uninsured children who are cligible for Medicaid
or SCHIP have at least one parent who is uninsured.”® Of
these 9 million uninsured parents, nearly three out of
four work, earning below 200% of the FPL at jobs that
often offer limited or no health insurance coverage.
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In studies that compared children’s Medicaid enrollment
in states that expanded Medicaid to include parents versus
states that did not cover parents, children were found to
have higher rates of Medicaid partcipaton in states that
had instituted broader expansions.®* One study found that
an expansion of the Medicaid program to cover parents in
Massachusetts led to a 14 percentage point increase in
Medicaid coverage among children, most of whom had
already been eligible for Medicaid.®® When Rhode Island
expanded its SCHIP program to cover parents, the num-
ber of children who enrolled increased by 47% over three
_ years, compared to an increase of 10% over three years
before the expansion to parents.®

Evidence also suggests that parental insurance coverage
affects the quantty and quality of the care children
receive—even if the children themselves have no cover-
age. Children are two to three times morc likely to sce a
doctor if their parents have seen a doctor, and parents
with insurance are more likely to seek care.” In addition,
a recent Insttute of Medicine report observed, “[1]f just
one member of a family does not have health insurance,
it adversely affects the health, emodonal well-being and
financial stability of the entire household.””® The report
cites evidence that parents’ poor physical or emotonal
health can undermine their children’s emotional health
and development and can lead to poorer school per-
formance, difficulty with socialization, and higher rates of
emotional disorders.

Private employer-sponsored health insurance is the pri-
mary source of coverage for adults in the United States;
however, the availability of employer-sponsored coverage
is highly correlated with earnings, with the result that
many low-income parents do not have access to employ-
er-sponsored coverage. Recent public policy changes,
however, have increased states’ options for covering low-
income parents under Medicaid or SCHIP. The provi-
sions of PRWORA (the federal welfare reform law)
decoupled Medicaid from cash welfare benefits and made
it easier for states to cover more low-income parents under
Medicaid. Five states had adopted this approach by July
2000. In additon, 10 states have used Medicaid 1115
waivers, and 4 states have used SCHIP 1115 waivers to
cover parents. (These demonstration waivers allow the
Secretary of Health and Human Services to waive provi-
sions of the Medicaid and SCHIP laws for research and
demonstration purposes that further the interests of the
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programs.) States that most recenty implemented SCHIP
parental expansions report that they quickly met or
exceeded their enrollment targets for parents.*

The recent economic downturn and ensuing state budg-
et shortfalls have dampened interest in large-scale expan-
sions of public coverage for parents. For example,
California has twice delayed a- major expansion of its
SCHIP program to cover parents in families with
incomes between 100% and 200% of the FPL, and the
governor has proposed a rollback of the Medicaid fami-
ly-income-eligibility level for parents from 100% to 63%
of the FPL. Most parental coverage is optional under
Medicaid and SCHIP, and parents are more expensive to
cover on a per-capita basis than are children. States are
showing more interest in using Medicaid and SCHIP
funds to provide family coverage by buying into employ-
er-sponsored coverage (as described above), however,
and the federal government has signaled its willingness to
help facilitate these buy-in plans by reducing some of the
regulatory complexites that made these plans difficult to
administer in the past.

Conclusion

Medicaid and SCHIP have provided a blueprint for suc-
cessfully insuring low-income children. Although these
programs have yet to completely fulfill their promise, the
encouraging news is that the programs need only be
improved and expanded to continue to make major
inroads in reducing the numbers of uninsured children in

the United States.

The artcles in this journal help provide a picture of what
these programs might look like if they fulfilled their
promise. All eligible children would be enrolled and
would continue to receive health coverage for as long as
they needed it. The programs would be financed in a
manner that reflects the reality that demand for public
coverage increases during economic downturns. Federal
funding would be stable, secure, and adequate to meet
the needs of programs and would provide incentves for
states to cover as many eligible children as possible. In
addition, federal matching rates for Medicaid and SCHIP
would be equalized to make states indifferent to covering
children under Medicaid or SCHIP. Federal funding
would also acknowledge the extent of Medicaid’s respon-
sibility for providing health coverage to the nation’s
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neediest children. Finally, the financing problems that
threaten SCHIP would be resolved. States, for their part,
would behave responsively to make sure that programs
were adequately funded over the long run, regardless of
the state of the economy, and that benefit packages and
the level of provider reimbursement were adequate to
assure children access to appropriate care.

In light of the interdependent and complementary rela-
tionship of Medicaid and SCHIP, systems for the two
programs would be streamlined and aligned. Relevant
application information would be shared efficiently using
up-to-date technologies, and administration for both
programs would be seamlessly coordinated. The pro-
grams would also coordinate with private coverage and
other public programs to make sure children maintain
coverage as their family circumstances change.

As this journal issue goes to press, the U.S. health care
sytem continues to be buffeted by the same forces—
rising costs, high and rising rates of uninsurance for
some groups, gaps in coverage for others (including the

elderly), concerns about quality, and disgruntled
providers—that have plagued the system for many years.
It is possible that the current “crisis” will spawn a revolu-
tionary set of reforms and restructuring that will success-
fully address these problems. If not, it would appear that
the next best achievable outcome for children would
come from continuing to build on the insurance systems
in place to expand and assure children’s access to appro-
priate medical care. As U.S. Representative Henry Wax-
man, a driving force behind expansions of Medicaid
coverage for children, once observed, “Incrementalism
may not get much press, but it does work.”!%

Eugene M. Lewit, Ph.D.
Courmey Bennett, Ph.D.
Richard E. Behrman, M.D.

The authors wish to thank Genevieve Kenney,
Deanna Gomby, and Margie Shields for their insight-
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Health Insurance for Children

Historical Overview of

Children’s Health Care Coverage

Cindy Mann, Diane Rowland, and Rachel Garfield

SUMMARY

America’s public health insurance programs
reflect a deeply rooted commitment to caring
for low-income families and children. This arti-
cle chronicles the evolution of Medicaid and the
State Children’s Health Insurance Program
(SCHIP), two public programs designed to
provide free or low-cost health coverage to low-
mncome children who do not have access to pri-
vate health insurance. Such a historical overview
is key to understanding where the programs
come from and the challenges that policymak-
ers must grapple with in order to effectively
provide health coverage to children.

Depression-era maternal and child health pro-
grams created the foundation for Medicaid.
Expansions of the program during the 1980s
and 1990s made Medicaid the largest single
insurance provider for children in the United
States. In 1997, SCHIP boosted these efforts by
filling the gap between Medicaid and employ-
ment-based coverage. In addition to expand-
ing coverage, SCHIP also motivated efforts to
address obstacles to coverage such as applica-

tion and enrollment procedures. Together,
SCHIP and Medicaid have made significant
progress in providing health coverage to chil-
dren in low-income families. They are the pri-
mary sources of coverage for children in
low-income families.

In a discussion of major challenges to providing
public health coverage to children, the authors
highlight some important issues that threaten
current progress, such as rising health care costs
and falling state revenues, gaps in coverage, and
remaining barriers to enrollment and retention.

Cindy Mann, ].D., is a vesearch professor at the
Institute for Health Care Reseavch and Policy at
Georgetown University.

Diane Rowland, Sc.D., is executive vice president of
the Kaiser Family Foundation and an adjunct associ-
ate professor in the Department of Health Policy and
Management at the Blumberg School of Public Health
at the Johns Hopkins University.

Rachel Garfield, M.H.S,, is the special assistant to the
executive divector and a policy analyst at the Kaiser
Commission on Medicaid and the Uninsured.

www.futureofchildren.org

31

34



Mann, Rowland, and Garfield

merica’s commitment to assuring health care

for its poorest children has developed over

several decades. Rooted in the maternal

and child health programs of the Depres-
sion era, health coverage became an entitlement for
low-income children with Medicaid’s enactment in
1965 and subsequent expansions in Medicaid coverage
for children in the 1980s and 1990s. The 1997 cre-
ation of the State Children’s Health Insurance Pro-
gram (SCHIP) boosted these efforts by further
expanding federal financing and state options for cov-
erage of low-income children.

The development of publicly funded health coverage
for children reflects an effort to fill in a significant gap
in the privately based health system: Although most
Americans have access to health insurance through
their jobs or through the jobs of family members, not
all children have access to employer-based coverage.
Nationally, more than two-thirds of all children have
some type of private health insurance coverage, with
most (63%) obtaining their coverage from an employ-
er-sponsored group health plan offered to their par-
ents in the workplace. For low-income children who
do not have private coverage, public coverage plays a
critical role. One in every five children (20%) and 41%
of low-income children are covered by Medicaid or
SCHIP.! Yet, 12% of children remain without any
coverage at all.2

Whether publicly or privately sponsored, health insur-
ance improves children’s access to care, enables them to
benefit from early preventive and primary care, and
contributes to improved health status. On any measure
of access to care, uninsured children persistently lag
behind those with public or private coverage.? As these
disparities have become more apparent, there have been
renewed efforts to assure coverage for all children.

This ardcle provides an overview of the evolution of
publicly sponsored coverage over the past four decades
through Medicaid and, most recently, SCHIP; the cur-
rent state of health coverage for children; and remain-
ing challenges. It coneludes with a discussion of lessons
learned from experiences with Medicaid and SCHIP
that can inform future efforts to improve health cover-
age for America’s children.

The Evolution of Public Health Coverage
for Children

While the most recent developments in coverage for chil-
dren were prompted by the adopdon of SCHIP in 1997,
public health insurance for children has a long history
(see Box 1). Much of this history is inextricably linked to
the development of cash assistance programs to support
low-income families with children. For the past two
decades, however, broad, consistent political support for
health coverage for children has extended publicly fund-
ed coverage for children well beyond traditional welfare
populations. Today, most low-income children are eligi-

ble for coverage through Medicaid or SCHIP.

Depression-Era Maternal and Child Health Programs
Assisting families with dependent children was among
the priorities leading to the enactment of the Social Secu-
rity Act in 1935. In response to the Great Depression,
the act not only established the nation’s retirement ben-
efit and unemployment insurance systems, but it also cre-
ated the nation’s public assistance system. As part of the
public assistance provisions, states were permiitted to pro-
vide additional funds to families receiving welfare to help
cover the cost of medical care. Not until the Social Secu-
rity Amendments of 1950, however, could states make
direct payments to providers for medical care delivered to
welfare recipients.*

Title V of the Social Security Act of 1935 also established
“Grants to States for Maternal and Child Welfare.” Based
on the work of the 1912 Children’s Bureau, these grants
provided states with funds for direct services to children.’
Funds were provided based on a formula, with fixed allo-
cations to each state. States generally used Title V funds to
provide traditional public health programs—such as
immunization and infant mortality prevention—and to
provide services to children with special health carc needs.

Medicaid and Medicaid Expansions

The enactment of Medicaid as part of the Great Society
program was a major advance in providing medical cov-
erage to low-income Americans. Medicaid, or Tide XIX
of the Social Security Act, was enacted in 1965 as com-
panion Jegislation to the Medicare program for the eld-
erly. Building on the model of the earlier Kerr-Mills
program for the medically indigent aged population,

" Medicaid was structured as a joint federal-state pro-
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gram.” The federal government provides matching
funds—or payments to states for a share of the costs they
incur for services provided to Medicaid beneficiaries—
and sets broad guidelines for eligibility and scope of cov-
erage. The states administer the programs and make
specific decisions about eligibility and benefits. State par-
ticipation in Medicaid is voluntary, but states that choose
to participate and reccive federal funds must meet feder-
al guidelines. Federal law also allows flexibility by giving
states the optdon to expand their programs’ eligibility or
to offer benefits beyond the minimums, and by granting
states broad discretion to set provider payment rates and
establish health care delivery systems. The federal gov-
ernment currently pays about 57% of program costs.®

Medicaid was designed to give federal financial support
to states to help provide medical assistance to families, the
aged, and disabled individuals who were receiving wel-
fare. For families with children, eligibility for Medicaid
was primarily based on receipt of cash assistance through
the Aid to Families with Dependent Children (AFDC)
welfare program. Enacted during the Depression as part
of the onginal Social Security Act of 1935, AFDC pro-
vided states with federal matching funds for cash assis-
tance to needy children and their parents.® In general, a
. family was eligible for AFDC if it had a “dependent”
child and an income below its state’s “need standard”
(also called an income-eligibility standard), the level of

income and assets the state determined a family needed
to live. Most families who qualified were single-parent
households with little or no income.

Amendments to the Social Security Act adopted in 1967,
just two years after the enactment of Medicaid, made sig-
nificant changes to the program. One change gave states
the option to cover low-income children who were not
receiving cash assistance. This option laid the ground-
work for the later expansion of Medicaid’s role to provide
health coverage based on income, not welfare status.

The 1967 amendments also included provisions to broad-
en beneficiaries’ access to care. Most significant for children
was the creation of the Early Periodic Screening, Diagno-
sis, and Treatment (EPSDT) program within Medicaid.!®
EPSDT extended Medicaid’s role from paying for health
services to assuring that children receive comprehensive
preventve care and follow-up for health problems. With
the addition of EPSDT, Medicaid not only entitled chil-
dren to the basic Medicaid services (for example, hospital,
physician, laboratory, and nursing home services), but it
also required states to provide health screenings at regular
intervals.!! Later amendments further strengthened Med-
icaid’s role for children. Under Medicaid’s original rules,
services were available to children with very limited contri-
butons from families toward the cost of care. Amend-
ments adopted in 1982 eliminated cost sharing for
children, assuring that health services for children would be

s
A
.~i

The Future of Children

36



Mann, Rowland, and Garfield

—

Box 1

Medicaid and SCHIP Coverage of Ghildren: Legisﬂaﬁﬁve History, 1865—2001

This summary outlines the major changes in publicly funded cov-
erage for children enacted by Congress since the initiation of the
Medicaid program in 1965. This legislative history is not compre-
hensive; it includes only the most significant of the changes in
Medicaid eligibility, benefits, and financing policy for nondisabled
children, and the enactment of the State Children’s Health Insur-
ance Program. It does not include references to major changes
that affected other groups of Medicaid beneficiaries or proposals
that were debated by Congress, but not enacted, such as the Med-
icaid block grant proposals of 1981 and 1995.

Social Security Amendments of 1965

(Public Law 89-97)

D Enacted Medicaid as an individual entitiement with open-ended
federal matching payments to states

D Required states that participated in Medicaid to cover chil-
dren receiving Aid to Families with Dependent Children (AFDC)
cash assistance

D Gave states the option to cover other children with incomes
below AFDC income standards (“Ribicoff” chitdren)

Social Security Amendments of 1867

(Public Law 90-248)

D Enacted Early and Periodic Screening, Diagnostic, and Treatment
(EPSDT) benefit, requiring regular periodic health screens for children

D Required states to allow Medicaid beneficiaries to use any
providers who accepted Medicaid payment

Omnibus Reconciliation Act of 1981 (OBRA 81)
(Public Law 97-35) ‘
D Limited AFDC eligibility, including restrictions in eligibility for families

with earnings, which automatically limited eligibility for Medicaid .

D Enacted the Section 1915(b) “freedom of choice” waiver to
allow mandatory managed care in Medicaid

Tax Equity and Fiscal Responsibility Act of 1982 (TEFRA)

(Public Law 97-248)

D Allowed states to impose nominal cost sharing on certain Med-
icaid beneficiaries and services, but exempted children and
pregnant women, among other groups

Deficit Reduction Act of 1984 (DEFRA)

(Public Law 98-369)

D Required coverage for children born after September 30, 1983, up
to age five, in families meeting state AFDC income and resource
standards (approximately 40% of the federal poverty level)

D Required coverage for first-time pregnant women and pregnant
women in two-parent unemployed families meeting state AFDC
income and resource standards

D Required nine months of “transitional medical assistance” for
families who became ineligible for welfare due to earnings or
child support

D Made infants born to mothers covered by Medicaid automati-
cally eligible for one year of coverage

Consolidated Omnibus Budget Reconciliation Act of 1985

(COBRA) (Public Law 99-272)

D Reguired coverage for pregnant women in two-parent families
meeting state AFDC income and resource standards (that is,
dropped the AFDC unemployed-parent criteria)

D Required coverage of children up to age five in families meeting
AFDC income and resource standards

Omnibus Reconciliation Act of 1986 (OBRA 86)

(Public Law 99-509)

D Allowed states to cover pregnant women and young children up
to age five in families with incomes at or below 100% of the
federal poverty level (resource standards could be dropped)

D Allowed states to use presumptive eligibility and continuous eli-
gibility for pregnant women . ‘

Omnibus Reconciliation Act of 1987 (OBRA 87)

(Public Law 100-203) .

D Allowed states to cover pregnant women and infants with fam-
ily incomes at or below 185% of the federal poverty level

D Required coverage for children up to age eight with family
incomes below AFDC standards and allowed states to cover
these children up to 100% of the federal poverty level
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Box 1
(Continued)

Medicare Catastrophic Coverage Act of 1988 (MCCA)

(Public Law 100-360)

D Required the phase-in of coverage for pregnant women and
infants with family incomes below 100% of the federal poverty
level (retained when MCCA was repealed)

Family Support Act of 1988

(Public Law 100-485)

D Extended transitional Medicaid coverage to 12 months to fami-
lies leaving AFDC due to earnings

D Required coverage of two-parent families meeting the AFDC
unemployed eligibility test with incomes below AFDC income
and resource standards, even if the state did not cover such
families under AFDC

D Allowed states to cover pregnant women and children (among
other groups) beyond minimum standards

Omnibus Budget Reconciliation Act of 1989 (OBRA 89)

(Public Law 101-239)

D Required coverage of pregnant women and children under age
six in families with incomes at or below 133% of the federal
poverty level

D Expanded the EPSDT benefit for children under age 21 to
include diagnostic and treatment services that could be covered
under Medicaid, even if the state Medicaid program did not
cover these services for adult beneficiaries

D Required coverage of services provided by federally qualified
health centers

Omnibus Budget Reconciliation Act of 1930 (OBRA 90)

(Public Law 101-508)

D Required phase-in (by 2002) of coverage of children ages 6
through 18 in families with incomes at or below 100% of the
federal poverty level

Omnibus Budget Reconciliation Act of 1993 (OBRA 93)

(Public Law 103-66)

D Established the Vaccines for Children program, providing feder-
ally purchased vaccines to states

Personal Responsibility and Work Opportunity

Reconciliation Act of 1996 (PRWORA)

(Public Law 104-193)

D Repealed the AFDC program and replaced it with a block grant
to states (Temporary Assistance for Needy Families) and sev-
ered the linkage between eligibility for cash assistance and
for Medicaid

D In lieu of the AFDC link, established the Section 1931 “family
coverage” category, requiring coverage of families with children
meeting July 16, 1996, AFDC income and resource standards
and family composition rules and allowing higher eligibility
thresholds at state option

D Barred Medicaid coverage for five years for most legal immi-
grants who entered the United States on or after August 22,
1996; allowed coverage after the five-year ban at state option

Balanced Budget Act of 1997 (BBA 97)

(Public Law 105-33)

D Established the State Children’s Health Insurance Program, pro-
viding capped federal matching payments to states for coverage
of uninsured, low-income children with incomes above March
1997 Medicaid standards (enhanced matching rate relative to
regular Medicaid rate)

D Allowed states to require most Medicaid beneficiaries to enroll
in managed care organizations (MCOs) without states obtaining
Section 1915(b) “freedom of choice” waivers

D Allowed presumptive and continuous eligibility for children
in Medicaid

Sources: Congressional Research Service for the Subcommittee on Health and the Environment. {8 House of Representatives Medicaid source book: Background data
and analysis (1993 update). Washington, DC: CRSSHE; Committee on Ways and Means, U.S. House of Representatives. 1998 green book. Washington, DC: U.S. Government
Printing Office. May 19, 1998; Committee on Ways and Means, U.S. House of Representatives. 2000 green book: Background data and data on the programs within the
jurisdiction of the Committee on Ways and Means. Washington, DC: U.S. Government Printing Office. October 2000; The Library of Congress. Thomas: Legislative informa-

tion on the Internet. Available online at http://thomas.loc.gov/.
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available at no cost to families. In 1989, further amend-
ments required states to provide treatment for problems
detected during EPSDT screenings.

Enrollment grew rapidly in the early years as states chose
to participate in the Medicaid program and began cov-
ering eligible groups.'? From the mid-1970s to the mid-
1980s, however, enrollment of children slowed, and
enrollment among poor children actually declined,
largely because of the decline in AFDC eligibility.!?
Between 1972 and 1990, AFDC eligibility was restrict-
ed, and the real-dollar value of the AFDC income-eligi-
bility standard fell by more than 40%.!* Because
eligibility standards for parents’ and children’s Medicaid
-coverage were largely linked to receipt of AFDC (rather
than to a family’s income relative to the federal poverty
level [FPLY)), decreases in AFDC cligibility automatical-
ly translated into reduced Medicaid eligibility for chil-
dren and their families.

The reductions in Medicaid coverage resulting from Med-
icaid’s ties to AFDC, along with reports of rising infant
mortality rates, prompted congressional efforts in the
early 1980s to improve pregnant women’s and children’s
access to Medicaid and to sever the direct link between
receipt of welfare and Medicaid cligibility for these two
groups. Through omnibus budget bills, major federal leg-
islative changes affecting Medicaid coverage of pregnant
women and children were enacted each year beginning in
1984 and contdnuing through 1990.'® Most notably,
these changes began to base children’s eligibility on fami-
ly income, not welfare status, and opened up the program
to children in two-parent families. For pregnant women
and children, the federal minimum eligibility require-
ments adopted during this peniod still apply:!®

D Under 1989 legislation, states participating in Medicaid
were required to cover pregnant women and children
under age six with incomes below 133% of the FPL.

D Under 1990 legislation, states participating in Medicaid
were required to cover older children (ages 6 to 18)
with incomes up to the FPL. This coverage was phased
in over time by extending coverage to older children
each year.

These legislative changes also gave states the latitude to
cover children at higher income levéls and sdll receive

federal funding to help cover the cost of their care. At the

same time, standards for physician payment were imple-
mented in order to assure adequate provider availability
for the covered population.

The establishment of federal minimum eligibility stan-
dards that were no longer tied to AFDC represented a
major step forward for children. In 1992, only one state
(Washington) covered children at all ages with incomes
up to the FPL. Effective September 30, 2002, all children
under age 19 with incomes below the FPL had to be cov-
ered under Medicaid in every state. Partly as a result of
the new federal requirements and states taking up the
option to cover children at higher income levels, the
number of children enrolled in Medicaid grew steadily
throughout the late 1980s and early 1990s. The most
substantal increases occurred for younger children, who
were the subject of the ecarliest federal mandates and
options (see Figure 1).

As eligibility expansions increased the number of children
covered by Medicaid, states grew concerned about rising
program costs and the availability of Medicaid providers to
serve new beneficiaries. With predictable costs through
prepaid health care and the potential to tap into new
provider networks, managed care became an appealing
way to contain costs and enhance access to care for Med-
icaid beneficiaries. States soon began to transition from
providing care on a fee-for-service basis to enrolling Med-
icaid beneficiaries—primarily children and their parents—
in managed care plans. Increasing use of managed care in
the private sector and easing of federal restrictions on the
use of prepaid health plans in Medicaid'” facilitated this
shift in service delivery. Throughout the 1980s, Medicaid
managed care grew steadily, and during the 1990s, enroll-
ment increased more than sixfold.'® In 1997, the use of
managed care in Medicaid was made easier by the Bal-
anced Budget Act, which allowed states to require most
beneficiaries to enroll in managed care without states first
obtaining special permission from the Secretary of Health
and Human Services (as had previously been the case).

The passage of the 1996 federal welfare law (the Person-
al Responsibility and Work Opportunity Reconciliation
Act, or PRWORA) completed the delinking of Medicaid
cligibility and cash assistance for children that had begun
in the late 1960s.!* PRWORA repealed AFDC, replacing
it with the Temporary Assistance for Needy Families
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Figure 1

Historical Overview

Percentage of Children Enrolled in Medicaid, by Age
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(TANF) block grant. In an attempt to assure that welfare
changes would not result in the loss of Medicaid cover-
age, PRWORA severed the final eligibility link between
Medicaid and cash assistance for families with children
and replaced it with a new Medicaid eligibility category,
referred to as Section 1931. Families with children now
qualified for Medicaid on the basis of their income and
resources, not on their status as welfare recipients.?’
Although implementatdon problems contributed to a
decline in Medicaid coverage in the first years following
welfare reform, PRWORA provided an important step
forward in changing Medicaid from a welfare program
into a health insurer for low-income families.

The delinking of Medicaid eligibility for children and
their families from eligibility for welfare both increased
the number of children covered and changed the com-
position of Medicaid beneficiaries. In 1975, 9.6 million
children under age 21 were enrolled in Medicaid, and
88% of them were also receiving welfare assistance.?! By
1995, 17 million children were enrolled in Medicaid, and
just over half of them were receiving welfare.2? In 1998,

only 37% of children with Medicaid coverage were also
receiving welfare.

Through a combination of incremental eligibility expan-
sions, provisions to facilitate access to care, and the separa-
tion of health coverage from welfare, Medicaid made great
progress in extending health insurance to low-income chil-
dren in the United States. In its first three decades, the pro-
gram evolved from an adjunct to an existing welfare
program into the largest single insurer of children in the
nation. Studies show that Medicaid’s expanding role posi-
dvely impacted the health status of American children.?
Despite these advances, particularly for poor children and
young children at incomes somewhat above poverty, cov-
erage of near-poor children remained limited in many
states. States had the option to extend Medicaid to chil-
dren with family incomes beyond federal minimums and
still receive federal matching funds, but as of 1997, less
than one-third of states had taken this option.?* Recogniz-
ing the effectiveness of public coverage and limits on its
availability, policymakers and children’s advocates began to
explore how to further expand coverage.

The Future of Children
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A Balanced Budget
That Protects Our Families, Invests in Our People
and Cuts Taxes for Middle Class Families

State Children’s Health Insurance Program

In the aftermath of welfare reform and the failure to
implement comprehensive health care reform in the mid-
1990s, pressure grew to move incrementally to broaden
coverage for at least children. Aleernative strategies were
debated: Some advocated cxpanding Medicaid to cover
more low-income children, while others advocated a fed-
eral block grant that would give states virtually unlimited
flexibility. The result was a compromise approach and the
enactment in 1997 of SCHIP.

SCHIP provides $40 billion in additional federal financial
support over 10 years to encourage states to offer cover-
age to uninsured children with family incomes above
1997 Medicaid eligibility levels. To assure that SCHIP
funds would be used to extend coverage to currently
uninsured children, the law included a number of provi-
sions designed to prevent SCHIP from supplanting
cither employer-based coverage or Medicaid coverage.

The design of SCHIP reflects the fact that the legislaton
was the product of a political compromise between those

advocating for a new health care block grant with little or
no federal standards and those who supported a new
Medicaid expansion for children. Unlike Medicaid,
which provides open-ended federal financing, SCHIP is
funded through a block grant—a capped amount of fed-
eral funds—that states can use to provide coverage to
children. Like Medicaid, SCHIP requires states to con-
tribute to the cost of care, but the federal government
pays for a higher share of spending under SCHIP than
under Medicaid (the “enhanced federal match” is 30%
higher under SCHIP than under Medicaid).?

Though SCHIP was funded through a block grant, a com-
promise in the design of the coverage expansion allows
states three options for structuring their programs: They
may use their federal SCHIP funds to create or expand a
separate child health program, expand Medicaid, or use a
combination of both types of programs. As of July 2002,
16 states had elected to develop separate SCHIP programs
with no Medicaid expansion, 16 states (including the Dis-
wict of Columbia) relied on Medicaid to expand coverage,
and 19 states used a combination approach.?

Volume 13, Number 1
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States that choose to create separate child health pro-
grams generally have broad discretion in designing their
programs. As part of the political compromise, however,
states must cover a specified level of services and limit the
costs that beneficiaries have to pay to receive those serv-
ices (cost sharing). SCHIP requires that states’ separate
programs meet a “benchmark” benefit package, general-
ly tied to a commercial plan available in the state or to the
state employees’ health benefit package. Cost sharing
(including premiums, co-payments, and deductibles)
must be nominal for children with incomes below 150%
of poverty. For children in families with higher incomes,
cost sharing must not exceed 5% of total family income.
(See the article by Wysen, Pernice, and Riley in this jour-
nal issue.) In addition, in part because SCHIP does not
provide open-ended federal financing, children have no
federal entilement to coverage under a separate SCHIP
program. States can limit costs and coverage by capping
or freezing enrollment at any time, even if a child meets
the eligibility standards for coverage.

States that choose to use their SCHIP funds to expand
their Medicaid programs must follow all Medicaid pro-
gram rules, including those regarding benefits and cost
shaning. Because Medicaid is an entitlement, and the
state is required to enroll all children meeting the eligi-
bility criteria, states may not cap or freeze enrollment
under Medicaid expansions. Under both Medicaid and
separate SCHIP program options, however, states can
roll back or even eliminate their SCHIP-funded expan-
sions at any time. If costs exceed the capped SCHIP
allotment in a Medicaid expansion state, the state can
use regular federal Medicaid matching funds to cover
the additional costs.

SCHIP’s passage in 1997 came at a fortuitous time. The
economy was strong, and many states were experiencing
revenue surpluses. The fiscal situation, the enhanced fed-
eral matching payments available under SCHIP, and the
broad political support for children’s coverage combined
to make SCHIP-funded expansions almost irresistible at
the state level. Every state took advantage of SCHIP and
expanded coverage for children within the first two years
of the program. The scope of coverage and program
structure varies Widcly across the states, but natonwide,
SCHIP has the potential to cover millions of low-
income, uninsured children.

Historical Overview

Health Coverage for Children after 1997

By 2000, Medicaid and SCHIP together covered 24 mil-
lion children, with Medicaid covering 21 million poor
and near-poor children, and nearly 3 million near-poor
children assisted by SCHIP through cither separate or
Medicaid-operated programs. Medicaid and SCHIP had
become the primary sources of health coverage for chil-
dren from low-income families (those with incomes
below 200% of the FPL, or $27,476 for a family of three
in 2000): In 2000, 41% of low-income children were
covered by Medicaid or SCHIP.

The implementaton of SCHIP was significant not only
because it expanded eligibility to nearly all low-income
children, but also because it ushered in a movement to
get cligible children cnrolled by addressing obstacles to
coverage. Medicaid application and enrollment proce-
dures were rooted in welfare application procedures.
Long application forms with extensive . questions and
documentation requirements regarding work history,
assets, and personal information; use of welfare offices
and personnel for processing enrollment; and require-
ments of in-person interviews discouraged many appli-
cants, particularly those who were not also applying for
welfare, from initiating or completing the process.

Recognizing that the complexity and intrusiveness of the
enrollment process often deters participation, many
states sought to eliminate these barriers when designing
their separate SCHIP programs. In the late 1990s, states

. developed short application forms, limited documenta-

ton requirements, streamlined the application process,
and encouraged enrollment in SCHIP through out-
reach.?® Over time, a growing number of states adopted
these same simplification strategics in their Medicaid
programs, dramatically improving the enrollment
processes for children in Medicaid. The majority of states
now use simplification strategies in both their Medicaid
and SCHIP programs. Forty-four states have dropped
the asset test for children’s coverage, forty-seven states
no longer require a face-to-face interview for children’s
coverage, and many states have eliminated most docu-
mentation requirements and renew coverage on an
annual basis, 2?30

Studies have examined whether these expansions have
helped improve access to health care, reduce financial
stress, and improve health outcomes for children.
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Research studies consistently show higher levels of pre-
ventive care and greater likelihood of a usual source of
care among children with public coverage compared with
their uninsured counterparts (see Figure 2).3' Among
low-income children, research shows that public cover-
age through Medicaid is comparable to private insurance
in securing access to care.*? Medicaid coverage, and now
SCHIP, helps give children a regular source of care and
access to early preventive and primary care.

In addition, a growing body of evidence suggests that
having insurance has a positive effect on health out-
comes.?? For example, Medicaid expansions were shown
to reduce the number of acute health conditons, bed
days, and restricted actvity days among children.?* As
data and evaluations become available, comparable
cffects for children now covered by SCHIP who were
previously uninsured may be documented. For example,
an evaluadon of the separate SCHIP program in Iowa

(called Hawk-1) found that SCHIP coverage for children
helped improve health status, reduce family stress, and
promote access to care.*3¢ Ongoing research will pro-
vide additional evidence about the impact of these pro-

grams on children’s access to health care and overall
health status.

Current Challenges:
Continuing the Progress

While Medicaid and SCHIP have created a strong foun-
daton for providing health coverage to the nadon’s low-
income children, an estimated 6.5 million low-income
children remain uninsured.¥” (See the article by Holahan,
Dubay, and Kenney in this journal issue.) This section
discusses challenges facing public health msurance pro-
grams for children, including rising health care costs and
falling state revenues, gaps in coverage, and remaining
barriers to enrollment and retention of children.

r

Figure 2

Access to Gare among Low-Income Children by Insurance Status, 1897
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Figure 3

Historical Overview

Sources of Growth in Federal Medicaid Expenditures, 2001-2002
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Rising Health Care Costs and Falling Revenues

Just when the groundwork for covering all low-income
children has been laid, and a blueprint for how to success-
fully identify and enroll eligible children has begun to
emerge, fiscal pressures threaten to stall or even reverse this
progress. The tasks of closing the gap between eligibility
and enrollment and assuring that children receive the qual-
ity care they need once they are covered will be consider-
ably more difficult in light of the downturn in the economy
and rapidly dsing health care costs. In an economic down-
turn, more children turn to Medicaid and SCHIP as their
families lose income and health insurance coverage. Down-
turns, however, lower state revenues, making it more diffi-
cult for states to afford their share of Medicaid and SCHIP
costs. Nationwide, state tax revenues are falling more
sharply than they have in more than 10 years.

Adding to the problem of greater need and lower rev-
enues is the rising cost of health care services. The cost of
private health insurance premiums is climbing at a rate of

11% to 12% per year.®® Medicaid spending is growing at
rates that are similar although not quite as steep. In
March 2002, the Congressional Budget Office estimated
that federal Medicaid costs would grow by an average of
9% per year between 2001 and 2012.¥ Although, as
shown in Figure 3, children’s coverage is not a major
driver of these cost increases, all spehding is subject to
reexamination when states face large budget shortfalls.

In Medicaid, federal financial support grows as costs and
enrollment increase, but states may need even greater
assistance from the federal government to avert cutting
back on coverage and care. Federal SCHIP funds are
capped, and while federal caps and related SCHIP financ-
ing rules do not pose an immediate threat to children’s
coverage, unless some changes are made, several states
will hit those caps over the next few years. According to
projections by the federal Office of Management and
Budget, this situation could lead to the loss of coverage
for nearly 1 million children
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Remaining Gaps in Coverage

These fiscal challenges make it even more difficult to
address remaining gaps in coverage. Although most low-
income, uninsured children are now eligible for coverage
through Medicaid or SCHIP, some poor and near-poor
children still do not qualify for coverage due to limits on
income eligibility in some states and limits on coverage of
immigrants. In additon, many parents of children who are
eligible for Medicaid and SCHIP are themselves uninsured.
Coverage gaps for children and parents might also widen if
a weakening economy and fiscal pressures push states to roll
back eligibility standards for children, freeze enrollment in
separate SCHIP programs, or impose premiums for chil-
dren that may be difficult for their families to'manage.

Immigrant Children

As considered more fully in the article by Lessard and Ku
in this journal issue, legally present immigrant children
who entered the United States after August 1996 are
generally barred from Medicaid and SCHIP for their first
five years in the country, regardless of their income. Over
time, the ban will affect a growing number of children
who are in the country legally. In additon, undocument-
ed children have always been barred from enrolling in
Medicaid, except to receive emergency services.

The five-year ban creates barriers to care and adds to the
fiscal pressures facing state and local governments and
safety net institutions. Children who are not cligible for
public health coverage because of their immigrant status
are more likely to be uninsured and thus less likely to
receive the health care they need.#! If they do receive care,
it is often because cither state or local government is pay-
ing the cost of that carc without the benefit of federal pay-

ments, or local safety net institutions are bearing the.

burden without any direct reimbursement. Either way,
ongoing care for these children is at sk, pardcularly in
light of pressure to cut services that do not qualify for fed-
eral matching payments from state budgets and the fiscal
stress that most safety net providers are experiencing.

Family Coverage

Many parents of children eligible for Medicaid and
SCHIP are uninsured. In light of research showing that
family coverage improves opportunites to enroll children
and helps assure that they will get needed services, efforts
to extend coverage to children in low-income families
have focused attention on covering parents as well.#?

In contrast to the policies that apply to children, there is
no uniform federal eligibility standard for Medicaid cov-
erage of parents, nor is there a consistenty available
source of enhanced federal matching payments to help
states expand coverage to parents. The delinking provi-
sions adopted by Congress in 1996 offer states new
options to broaden coverage for low-income parents, and
many states have taken advantage of these options, at
least until the most recent economic downturn. In addi-
tion, some states have obtained waivers to federal rules
that enable them use of SCHIP funds to lower the state
cost of covering parents.** Not all states, however, have
available SCHIP funds to redirect to parents.

As shown in Figure 4, parents’ coverage standards in most
states remain below the FPL and well below the standards
for children. As of July 2002, only 18 states covered par-
ents with earnings at or above the FPL. In 13 states, par-
ents with incomes at 50% of the FPL are “over income”
for Medicaid. Two states (Missouri and New Jersey) that
had covered parents up to or above the FPL rolled back
that coverage in the summer of 2002 because of state
budget pressures.** As a result of low Medicaid eligibility
levels for parents and limited opportunities for low-wage
workers to obtain employer-based coverage, one out of
every three low-income parents was uninsured in 2000.4°

Eligibility Rollbacks, Enrollment Caps,

and Premiums

Because separate SCHIP programs are not entitlement
programs for children, states can stop enrollment and cre-
ate waiting lists for coverage. Shortfalls in state funding for
SCHIP have already prompted freezes in enrollment in
some states. As of August 2002, three states (Montana,
North Carolina, and Utah) stopped enrolling children in
their separate SCHIP programs for some penod of time.
Several other states have imposed caps on the number of
children they will enroll (or on the amount of dollars they
will spend), but they had not reached those caps and had
not stopped enrolling children in SCHIP. A preliminary
analysis of families affected by the enrollment freeze
imposed in North Carolina in 2001 shows that the enroll-
ment cap caused parents to delay necessary care for children
and imposed considerable debt on low-income families.*

Because Medicaid is an enttlement, states may not cap
enrollment in their Medicaid programs, at least not with-
out special permission from the Secretary of Health and
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Figure 4

Historical Overview

Income-Eligibility Thresholds for Children and Parents under Medicaid and SCHIP, 2001
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Source: Guyer J. Low-income parents’ access to Medicaid five years after welfare reform. Washington, DC: Kaiser Commission on Medicaid and the Uninsured, June 2002, p. 5.
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Human Services (obtained through a waiver of federal -

Medicaid rules). While some states have been granted
waiver authority to cap enrollment for adults (including
parents), no state had a waiver that would allow an enroll-
ment cap for children.”

States can roll back their eligibility standards in either
Medicaid or SCHIP without a waiver, however, as long
as they continue to cover children who fall below the fed-
eral Medicaid minimum cligibility standards. Rollbacks,
like enrollment freezes, reduce the coverage available to
children, but they do so based on family income rather
than on a first-come, first-served basis. While a few states
considered rolling back children’s eligibility under
SCHIP and Medicaid as they prepared budgets for 2003,

no state had actually taken that step as of June 20024
Yet, budget analysts and state Medicaid agencies predict-
ed that many states would have to revisit their 2003
budgets soon into the year to address shortfalls.* It
remains to be seen whether the eligibility standards for
children that were in place in 2002 will represent the
high-water mark for children’s coverage, at least for the
next several years.

In addition to eligibility rollbacks and enrollment caps,
coverage may be at risk if budget pressures prompt states
to impose premiums that are difficult for some families to
manage. In the absence of a waiver, states cannot charge
premiums for children’s coverage in Medicaid {except for
families with children who are eligible under the “transi-
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tional medical assistance” coverage category. See Box 1,
DEFRA provisions). Premiums for children are allowed
under SCHIP, within federal guidelines. Over the past
year, as a result of budget pressures, a few statcs have
imposed new premiums or increased premiums for chil-
dren in both Medicaid and SCHIPS5 Research has shown
that premiums will reduce participation rates among low-
income people, but it is too early to know whether the
new premium charges will impose too heavy a toll on
low-income families and reduce participation among oth-
erwise eligible children.?!

Promoting Enroliment and Retention of Eligible Children
The vast majority (84%) of the nadon’s 6.5 million low-
income, uninsured children are now eligible for public
coverage, according to analyses based on 2000 state eli-
gibility levels. Most (60%) are eligible for Medicaid, and
24% are eligible for SCHIP (cither through separate
SCHIP programs or through SCHIP-funded Medicaid
expansions).”? While much progress has been made in
promoting enrollment of eligible children in recent
years, continued efforts will be needed to eliminate
remaining barriers to enrollment and retention and to
coordinate enrollment between Medicaid and separate
SCHIP programs.

Removing Barriers to Coverage

Barriers to enrollment and retention, including a lack of
informatdon about eligibility, have been long-standing
problems in Medicaid. Some of these problems, partcu-
larly in the area of retenton, have arisen in SCHIP as
well. However, strategies adopted by many states to
improve participation rates in public programs have
demonstrated that both SCHIP and Medicaid can be
designed to encourage enrollment and retention, consis-
tent with federal rules.5® (See the article by Cohen Ross
and Hill in this journal issue.) Nonetheless, although the
policy levers are in place, several states still have more
burdensome procedures in Medicaid than in SCHIP, and
many states have not carried over to family applications
and renewals all the simplification strategies implemented
for children.

Eligibility renewals continue to pose a challenge to assur-
ing continuity of coverage, and they create a risk point

The vast majority (84%) of the nation’s 6.5 million low-income,
uninsured children are now eligible for public coverage.

where eligible children often lose their coverage ™
Moreover, some children and families experience difficul-
ty in keeping their Medicaid coverage when they leave
welfare. An estimated 1.7 million children lost Medicaid
coverage as a result of welfare reform, and many of the
children who lost Medicaid (50%) were uninsured.>® The
Medicaid /TANF delinking issue received a good deal of
attentgion in 1999 and 2000 and resulted in considerable
efforts by states to remedy the problems that had been
identified.*” Yet, some problems may still be unresolved.
Nationally, enrollment of children in regular (non-
SCHIP) Medicaid has rebounded after declines follow-
ing the enactment of the 1996 welfare law, but there are
significant variations across states, suggesting that prob-
lems may persist in some states.>

Over the next few years, state and local delinking systems
will face a new test. TANF rolls have dsen in many states
as a result of the downturn in the economy, but when the
economy picks up again, families will find jobs and leave
welfare. In addition, over the next few years, more chil-
dren will be reaching their TANF time lLimits (the five-
year maximum that their families may receive cash
assistance). Effective and updated automated eligibility
systems, staff training, and continued efforts to inform
families of continued Medicaid eligibility will help pre-
vent the loss of Medicaid or SCHIP among; eligible chil-
dren whose TANF benefits end.

Creating Seamless Systems of Coverage

Two-thirds of the states now have two separate publicly
funded health coverage programs for low-income chil-
dren: Medicaid and SCHIP. The other states have Med-
icaid expansion SCHIP programs. Unless the two
programs function effectively as a unified system of pro-
viding coverage for children, children will inevitably fall
through the cracks, and states will fall short of their cov-
erage goals.

Families often do not know if their children are eligible
for Medicaid or for SCHIP. Without coordination at the
enrollment stage, children applying for the “wrong” pro-
gram could be left uninsured. Similarly, children cross in
and out of eligibility for Medicaid and SCHIP because
their family circumstances tend to be fluid. In some
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states, because eligibility rules are tied to a child’s age,
children must transfer from Medicaid to SCHIP when
they “age out” of Medicaid, even with no change in their
family circumstances.

Without systems that assure seamless transitions between
programs at the application and renewal stages, normal
life-cycle changes will put continued coverage of eligible
children at risk. Limiting the instances when a program
transfer requires families to switch providers can promote
continuity of care. For some families, the need to change
providers can be the most negative aspect of a transition
between coverage programs.*

Coordinating Public and Private Goverage

States face a number of challenges as they look to coor-
dinate public and private coverage. In the past few years,
a number of states have pursued ways to use SCHIP and
Medicaid funds to purchase employer-based coverage
and in some cases also to purchase coverage available on
the individual market. The goal is to promote reliance on
private coverage systems and in some cases to reduce
public costs. Medicaid rules allow states to subsidize pri-
vate coverage if states find it cost-effective to do so, but
SCHIP rules are more limited, in part because of the
concern, when SCHIP was created, that subsidies for
employer coverage would result in employers pulling
back their contributions (referred to as “crowd-out”). A
few states administer premium-assistance programs, but
in general enrollment has been quite limited, largely
because so few low-income families have access to
employer-based coverage. (See the article by Curts and
Neuschler in this journal issue.)

Premium-assistance programs are strongly favored under
the Bush administradon’s Health Insurance Flexibility
and Accountability (HIFA) waiver initiative. According
to administraton guidance, all HIFA waivers must have
a premium-assistance component. Already, several states
have applied for waivers or have had waivers approved to
subsidize private coverage with Medicaid and SCHIP
funds. These waivers generally do not assure children
supplemental coverage to bring cost sharing and benefits
up to the minimum Medicaid or SCHIP federal stan-
dards. It remains to be seen whether these efforts will
prove to be a cost-cffective way to deliver coverage that
meets low-income children’s needs.

Historical Overview

Improving Access to Care

Enrollment is only the first step to receiving care.-Benefit
packages and access to doctors, hospitals, and other
health care providers are critical components of the chil-
dren’s coverage story.

Benefits :

Now that initial implementation of SCHIP is over, the
scope and quality of the care that children receive once
they are enrolled in SCHIP and Medicaid are attract-
ing more attention. The scope of benefits offered to
children under Medicaid and separate SCHIP pro-
grams can differ substantially under the rules estab-
lished by federal law, although in many states the
benefit packages are quite similar.®® Budget pressures,
however, may result in fewer benefits being available
through both programs.

As described previously, Medicaid EPSDT rules are

“intended to assure that poor and near-poor children

eligible for Medicaid receive regular preventive care,
health screenings, and all necessary treatment. While
questions about the cost of EPSDT arise periodically,
children covered under Medicaid continue to be the
lowest-cost group of Medicaid beneficiaries.®! In some
cases, because of low provider rate payments, states
incur fewer costs covering children in Medicaid than in
separate SCHIP programs, even though federal
SCHIP rules do not require states to provide EPSDT
to children.®® Nonetheless, budget pressures and new
waiver policies at the federal level will inevitably focus
renewed attention on EPSDT. For example, Ten-
nessee, a state facing budget shortfalls and long-stand-
ing problems ensuring that its managed care
organizations actually delivered EPSDT services,
recently obtained a waiver from the federal govern-
ment eliminating the EPSDT requirement for children
covered at state option.®?

Separate SCHIP programs do not have to comply with
EPSDT requirements, but many states have adopted
benefit packages that are broader than typical commer-
cial plans.® In other states, benefits provided under
separate SCHIP programs are more limited in scope,%
raising questions about how well children with mental
health problems and special health care needs are far-
ing in separate SCHIP programs.® Estmates suggest
that as many as 17% of children eligible for SCHIP
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have disabilities or chronic illnesses.5” Some states, such
as Connecticut and North Carolina, have addressed
the neceds of these children by offering supplemental
coverage to children with special health care needs.
One of the challengés facing states, however, is effec-
tively identifying these children so that they are able to
get the care they need.®

To the extent that states are providing benefits in separate
SCHIP programs that exceed federal minimum stan-
dards, budget pressures may result in benefit reductions.
At least one state {Utah) eliminated dental services for
children in its separate SCHIP program in 2002 as a
result of fiscal constraints. In addition, as mentioned pre-
viously, fiscal pressures arc prompting some states to
increase the amount families must pay through co-pay-
ments and coinsurance requirements to access scrvices
under SCHIP. Although cost sharing is not allowed for
children under Medicaid, a few states are seeking waivers
that would allow them to impose such costs. Cost shar-
ing by families may reduce the state and federal costs of
providing Medicaid and SCHIP and allow states to keep
benefit packages intact. However, cost sharing also can
interfere with children’s access to care, depending on the
costs imposed and the income level of families who are
required to pay them.®

Access to Providers

Limited access to providers willing to see Medicaid
patents has intermittently plagued the Medicaid pro-
gram since its incepton. Several factors contribute to
provider access problems, including the lack of certain
types of providers in some parts of the country and rela-
tively low provider payment rates. The American Acade-
my of Pediatrics has idendfied low provider rates and
burdensome paperwork imposed on providers as the two
main reasons for low rates of pediatrician participation in
Medicaid.”® Similarly, the federal Centers for Medicare
and Medicaid Services (which oversees the Medicaid pro-
gram at the federal level) has noted a link between low
provider payment rates for dentists and limited access to
children’s dental services.” Limited information is avail-
able concerning the adequacy of providers for children
enrolled in separate SCHIP programs.

Limited access to providers willing to see Medicaid patients has
intermittently plagued the Medicaid program since its inception.

Budget pressures at the state level threaten to worsen
provider access problems. In a preliminary review of state
budget actions taken in Medicaid and SCHIP in their
Fiscal Year 2003 budgets, 28 states reported that they
were cutting or freezing their Medicaid provider payment
rates. Hospitals, physicians, nursing homes, and managed
care organizations were most heavily affected by these
rate changes.”? Co-payments and coinsurance charges
also could affect provider participation in Medicaid
because providers often view these charges as reductions
in Medicaid or SCHIP payment rates. In July 2002, one
of the largest drugstore chains in Massachusetts, report-
edly serving one-third of all Medicaid beneficiaries in the
state, threatened to withdraw from the Medicaid pro-
gram, largely because of rate cuts and new Medicaid and
SCHIP pharmacy co-payments imposed by the state.”

Federal Financing Issues

In light of state budget pressures and the “dip” in feder-
al SCHIP funding that was built into the original author-
ization of the program, federal financing issues could
have a profound effect on states’ ability to contnue to
provide coverage and a broad set of benefits to low-
income children. Still unknown is the extent to which
SCHIP waivers that redirect SCHIP spending to other
populations will impact children’s coverage.

The SCHIP “Dip”

In the formula for distributing SCHIP funds, there is a
mismatch between the timing of the availability of feder-
al funds and states’ need for those funds. SCHIP was
enacted at the same time Congress was trying to reach its
balanced-budget goals at the federal level. As a result, the
total amount of federal SCHIP funding dropped in 2002
and will not reach its pre-2002 levels untl 2005. The
drop in funding came after the initial SCHIP start-up
period, when enrollment was growing at a strong pace.

The dip in federal SCHIP funds prompted the federal
Oftice of Management and Budget to project a signifi-
cant decline in SCHIP enrollment beginning in federal
Fiscal Year 2004 (see Figure 5). (The lag in the impact of
the dip stems from the fact that states have three years to
spend their SCHIP funds; carryovers will help most states
keep enrollment intact for a few years after the dip
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begins.) SCHIP funds that were unspent in the pro-
gram’s early years (Fiscal Years 1998 and 1999) could
have helped address this dip, but under SCHIP funding
rules, these funds reverted to the Treasury (that is,
became unavailable to states to cover children) at the end
of federal Fiscal Year 2002.

Historical Overview

SCHIP Waivers

SCHIP waivers will also impact SCHIP funding, although
it is difficult to predict the extent of the impact. As noted
above, waivers have allowed states to use SCHIP funds to
cover populations other than children. In July 2000, fed-
eral waiver policy allowed states to use SCHIP funds to

Figure 5

Projected SCHIP Enrollment and Funding, 2001-2007
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cover parents and pregnant women under certain circum-
stances.” This policy was expanded under HIFA guide-
lines announced in August 2001.7° Under HIFA
guidelines, states may use SCHIP funds to cover childless
adults as well as parents and pregnant women.

These waiver opportunities may help states expand cover-
age or maintain current coverage for low-income adults.
Because SCHIP funds are capped overall, however, waiv-
er spending will reduce the amount of funds some states
might receive to cover children. Under the SCHIP fund-
ing formula, SCHIP funds that are unspent after three
years are reallocated to other states that have fully spent
their SCHIP funds. (States have one year to spend the
reallocated funds. At the end of the year, the funds revert
to the Treasury.) More waiver spending will result in less
money moving to other states through the reallocation
process. The extent to which SCHIP waiver policy affects
children’s coverage will depend on many factors, includ-
ing the level of SCHIP waiver activity in the states, states’
needs for SCHIP funds to cover children, and whether
federal legislation restores the funds that reverted to the
Treasury and addresses the dip in federal SCHIP funds.

Medicaid Financing

Federal Medicaid funds are the largest source of federal
grants to states, accounting for 42% of all federal grants to
states in 2000.7¢ However, given the fiscal pressures faced
by states generally and in their Medicaid programs partic-
ularly (because of rising health costs), states are looking to
the federal government to increase the level of federal
financial participation in Medicaid, at least for as long as
the economic downturn continues.”” In the long term,
policymakers may need to consider whether it makes fiscal
or policy senise to have a higher federal matching rate for
the children states cover through SCHIP than for the
children states cover through Medicaid. Greater levels of
federal financial support for children’s coverage could be
made available to states by raising the matching rate for
children in Medicaid to the higher SCHIP matching rate.

Lessons Learmed

Despite the challenges that remain and the strains likely to
occur with a weaker economy, Medicaid and SCHIP
together provide an important vehicle for providing cov-
erage to many of the nation’s low-income children. Expe-
rience with the recent expansions in publicly sponsored

coverage shows that families value coverage, but efforts
are needed to inform them about available coverage and
allow them to access that coverage without undue bur-
den.”® The recent experience with expansions in coverage
for children also shows that reliable, substantial federal
financial participation and federal coverage standards are
critical to efforts to close coverage gaps. The stcady
growth in the number and percentage of children covered
by Medicaid from the mid-1980s until welfare reform, in
contrast to the decade before, reflects the availability of
federal matching funds for expansions in children’s cover-
age as well as the influence of federal requirements. In the
absence of federal standards, many children would have
remained uninsured, and coverage would have varied
markedly across states. For example, while states had the
option to cover pregnant woimmen and infants with family
incomes up to 133% of the FPL before 1990, 31 states did

- not expand coverage up to this income level untl federal

law made it a requirement in April 1990.7° The recent
experience with SCHIP shows that in a strong economy,
enhanced federal funding can boost coverage considerably
above federal requirements. (See Box 2 for a state and fed-
eral perspectve on lessons learned from SCHIP.) The
impact of a weakening economy and rising costs on state
coverage options, even with an enhanced matching rate,
remains to be seen.

While it is clear that predictable and substantial federal
funding is critcal to children’s coverage, it is not clear
how the differences between the Medicaid and SCHIP
financing systems will affect coverage over time. SCHIP
and Medicaid offer two distinct models of financing. In
Medicaid, federal dollars follow the beneficiary. If more
children are enrolled, more federal funds are automati-
cally available to the state to help cover the cost of the
coverage. Then, if per-child costs rise for any reason,
more federal dollars are automatically available to share
those added costs. This open-ended financing system
allows the program to operate with certain guarantees:
Children are guaranteed coverage as long as they meet
the state’s eligibility rules; providers are guaranteed pay-
ment for services rendered; and the state is guaranteed its
federal share of all Medicaid expenditures.

By contrast, the federal government’s commitment under
SCHIP is capped, and the amount of funds any state will
receive is difficult to predict, given that some portion of a
state’s federal funding depends on how much other states
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Box 2

Views from Debbie . Chang: A Federal and State Perspective

Within the last 20 years, child health policy in this country has dra-
matically evolved, fueled by innovations at the state level and by
federal actions to modify the existing federal and state frame-
works for Medicaid. In 1997, major national policy decisions were
made regarding children’s heaith, when the SCHIP program was
established. The following observations reflect lessons learned
from the perspective of Debbie I. Chang, who has worked on child
health policy at the federal and state levels for the past 15 years.
She led the implementation of SCHIP in 1997 at the Centers for
Medicare and Medicaid Services and is now the Medicaid and
SCHIP director for the state of Maryland.

D Program eligibility rules should be simple to maximize cov-
erage and ease administration.
Under SCHIP, states have worked to make eligibility more uni-
form, and usually based on income, rather than welfare rules.
Together with reforms to simplify Medicaid, SCHIP has almost
eliminated Medicaid’s complex system of providing eligibility
for categories of children and women.

D Simplifying the enroliment process and undertaking proac-
tive outreach increases enroliment.
SCHIP demonstrated that simple, short application forms that
could be mailed in, coupled with local outreach efforts that tar-
get locations with many children, such as children’s day care
centers and schools, were effective at increasing the enroll-
ment of eligible children,

D New and established programs benefit from and influence

each other—yet their structures differ according to the pop-
ulations they serve.
The simplification of enrofiment under SCHIP has influenced
Medicaid's enrollment processes. States have dropped Medicaid
asset tests and face-to-face interviews and simplified Medicaid
documentation requirements under Medicaid. Yet, Medicaid's
administrative infrastructure (including its management infor-
mation systems, quality-of-care mechanisms, and provider base)
created a strong platform for launching SCHIP programs.

Program design also differs according to the income levels of the
populations served. Programs that cover children in very poor
families must respond to greater health care needs and limited
family resources with comprehensive benefits (such as the current
Medicaid benefits). But, as families with higher levels of income

are covered, states need the flexibility to design coverage that is
similar to that found in the private sector. The mechanisms to sub-
sidize private insurance coverage also need to be simplified.

Despite some inherent tension, the federal—state partnership
works effectively to improve health for children. _
The arrangement of providing federal funds to match state invest-
ments provided opportunities and incentives for states to expand
coverage. The federal government's broad parameters also gave
states the flexibility to develop programs that addressed their
unique needs. At the same time, enhanced federal matching
resulted in more focused attention where virtually all states cre-
ated new programs. Federal standards also set the framework for
state choices on designing programs, while enhanced federal
matching compensated for additional federal requirements.

Incrementally building on current programs is cost-effective,
but results in equity issues.

States provided different levels of health coverage to fow-income
children under their Medicaid programs. When new funding
came available under SCHIP, states that already covered children
at higher levels of poverty did not benefit as much from higher
levels of federal funding. In addition, because of the focus on the
currently uninsured, families who had already purchased cover-
age for their children or were underinsured did not benefit.

Accurate baseline data is needed to monitor success and
improve accountability.

Limitations of the data available on the number of uninsured
children mean that states do not have good baseline data. This
makes it difficult to determine how effectively the program has
reduced the numbers of uninsured children because states do
not have accurate baselines.

Implementing new programs takes time, and expectations
should be realistic.

SCHIP was enacted in August 1997, and the money became
available to states with approved plans less than two months
later. Soon' after SCHIP was implemented, issues of how many
children were enrolled were raised. Now, after four years, the
number of children ever enrolled increased to 4.6 million in Fis-
cal Year 2001. Federal and state governments need time to sys-
tematically develop policies and design effective programs.
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have spent. In part because federal financing is capped,
SCHIP does not provide children with an entitlement to
coverage, and while the capped funding is less advanta-
geous to states, some states were attracted to SCHIP pre-

cisely because it did not involve an entitlement. Given the

reladvely short life of SCHIP, it is too soon to know how
these features will affect states’ willingness and ability to
sustain coverage, maintain provider participation, and
assure children’s access to care.

The evoluton of children’s coverage through Medicaid
and SCHIP also underscores the importance of designing
programs for low-income children that recognize their
health needs (which are often greater than thosc of their
higher-income peers) and their families’ limited resources.
For poor and near-poor children covered under Medicaid,
EPSDT provides services beyond the coverage available in
typical employer-based health plans at no cost to the fam-
ily. Most children do not use a high level of services, but
some children need these services. Through SCHIP’s
extension of coverage to children in low-income families
with incomes above Medicaid levels, the scope of benefits
and appropriateness of cost sharing and premiums were
reassessed. As different states try different approaches,
they will undoubtedly learn more about how to design
and implement health insurance programs that meet the
needs of a broader group of low-income children.

The path to improving coverage for children has not
been smooth, however, and many challenges are stll

ahead. Medicaid has struggled with developing its own
rules and procedures, separating from welfare, and bring-
ing the public’s perception of the program in line with its
new role. SCHIP has had to survive unrealistic expecta-
dons that millions of children would be enrolled during
the first year or two in operation, and states must contend
with SCHIP block grant financing that may not fully
respond to enrollment trends and coverage demands
among children. Both programs have contended with a
changing marketplace, rising health care costs, and, more
recently, an economic downturn.

Publicly funded coverage for children through Medicaid
and SCHIP fills a critical void in the patchwork health
care system in the United States. With one out of five
children enrolled in these programs, and more children
eligible, public coverage has made and will undoubtedly
continue to make a large contribution toward the goal of
providing all children with health coverage and access to
health care. Reaching children who are eligible for assis-
tance, but remain uninsured, extending coverage to their
families, and maintaining meaningful coverage for chil-
dren and families who are enrolled are the most signifi-
cant future coverage challenges.

The author Cindy Mann was a sentor fellow at the Kasser
Commission on Medicaid and the Uninsured while writ-
ing this article. '
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Health Insurance for Children

Which Children Are
Still Uninsured and Why

John Holahan, Lisa Dubay, and Genevieve M. Kenney

A strong economy and increased enrollment in
employer-sponsored health insurance coverage,
together with expansions in Medicaid and State
Children’s Health Insurance Program (SCHIP)
led to reductions in uninsurance among low-
income American children between 1998 and
2000 (from 15.6% to 13.3%). Nonetheless,
12% (about 9 million) of children remained
uninsured. Identifying these children and
understanding the factors that contribute to
their continued lack of health coverage is key to
providing them access to health care.

Using 1994, 1998, and 2000 census data, this
article analyzes recent trends in children’s health
coverage, as well as the groups that make up the
population of uninsured children. The picture
that emerges from these analyses is one of
tremendous variation in coverage for different
groups of children, with some groups having a
higher risk for lacking health insurance. For
example, poor children, Hispanics, adolescents,

and children with foreign-born parents (particu-
larly those whose parents are not U.S. citizens)
are overrepresented among the uninsured.

The authors conclude that the strong economy
and concomitant increase in employer-based
coverage played a bigger part in reducing unin-
surance rates than did expansions in public pro-
grams. They also argue that lack of participation
by eligible children rather than inadequate eli-
gibility levels is the key policy issue, and con-
clude with several recommendations to increase
program participation.
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he late 1990s saw an unprecedented federal

and state commitment to reducing uninsur-

ance among children, which culminated in

1997 with the enactment of the State Chil-
dren’s Health Insurance Program (SCHIP). The peri-
od also witnessed an unparalleled economic boom.
Even so, 9.2 million children—12% of all children
nationwide—were uninsured in 2000.! Given the
adverse consequences of going without insurance®*—
such as a lower likelihood of having a usual source of
care, greater unmet health and dental needs, lower
receipt of preventive services, and higher rates of avoid-
able hospitalizations (see the article by Hughes and Ng
in this journal issue)—the lack of insurance coverage
for children is a serious problem in this country.

This article sheds light on why so many children
remain uninsured in spite of Medicaid and SCHIP pro-
grams, which could cover 65% to 75% of all uninsured
children, and a period of great economic prosperity.’ It
begins with an analysis of recent trends in children’s
health insurance coverage,® and an analysis of the pop-
ulation of uninsured children. These analyses suggest
that specific groups of children will need to be target-
ed if major inroads are to be made in reducing unin-
surance among children. The article closes by
discussing the major policy changes needed to increase
the participation of currently unenrolled children.

Recent Trends in Children’s Health
Insurance Goverage

Children’s insurance coverage is influenced by a host of
factors, including access to publié and private coverage,
and the sociodemographic characteristics of children
and their families.”® The 1990s were characterized by
a number of shifts in these underlying factors that com-
bined to produce a decline in the rate of uninsurance
among children, from 14.5% in 1994 to 13.3% in
2000." The primary factor in this decline, however,
was the large increase in employer-sponsored insurance
(ESI) coverage of children, not expanded access to
public insurance programs. Moreover, the decline
would have been even greater if not for two important
demographic changes: growth in the share of children
who are Hispanic or “other” race/ethnicity, and
growth in the percentage of children age six and older.

Because these groups have higher rates of uninsurance,
as the number of children in them incrcased, more
children were at risk of not being covered.

Shifts in Reliance on Public and Private Coverage
Between 1994 and 2000, ESI coverage of children
expanded from 60.5% to 65.1%—an increase of 5.1 mil-
lion children covered through employers (see Figure 1).
Over the same period, Medicaid and SCHIP (including
other state coverage) declined from 18.5% to 16.4%, a
reduction of 1.1 million covered children. Coverage
through federal programs such as the Civilian Health
and Medical Program of the Uniformed Services
(CHAMPUS) and Medicare and coverage in the private
nongroup market also declined. The increases in ESI
werc more than sufficient to offset the declines in public
and nongroup coverage, so the uninsurance rate fell.
However, the number of uninsured children fell by only
500,000 because of the growth in the overall number of
children during these years.

These shifts were spurred by three significant events: the

" strong economy, welfare reform, and implementation of

SCHIP. The economy emerged from a recession in the
mid-1990s and underwent a period of strong expansion
as the decade wore on. Periods of economic growth tend
to be associated with lower unemployment and rising
incomes, which generally lead to greater access to private
coverage. Between 1994 and 2000, the strong economy
did, in fact, spur increases in ESI.

At the same time, the enactment of federal welfare reform
legisladon in 1996 may have had unintended conse-
quences for Medicaid enrollment,!! particularly in 1997
and 1998, when the new law was first being implement-
ed. Medicaid and state coverage declined sharply as many
families moved off welfare. Some families were taking
advantage of new job opportunitics and gained access to
ESI. Overall, however, in the four years between 1994
and 1998, more children became uninsured than gained
access to private coverage, so that the percentage of unin-
sured children increased from 14.5% to 15.6% (an
increase of 1.2 million children).

In the next two years, 1998 to 2000, the economic boom
continued and the rate of ESI for children continued to
increase, from 63.2% to 65.1%. In additdon, SCHIP pro-
grams were launched, and more efforts were made to
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Figure 1

Children’s Health Insurance Coverage
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Source: Urban Institute, 2001. Based on data from March Current Population Surveys, 1935, 1999, 2001.

minimize the effects of welfare reform on Medicaid.
SCHIP increased the eligibility thresholds at which chil-
dren could qualify for public coverage, resulting in sub-
stantial expansions in public coverage. (See the article by
Mann, Rowland, and Garfield in this journal issue.) While
initial participation rates were lower in SCHIP than in
Medicaid, more recently, SCHIP enrollment has
increased substantially. At the same time, because of fed-
eral oversight and pressure from advocates, states respond-
ed to the decline in Medicaid coverage associated with
welfare reform by improving their enrollment procedures,
and Medicaid coverage also has increased. (See the article
by Cohen Ross and Hill in this journal issue.)

These eligibility expansions led to a small but statisti-
cally significant increase in Medicaid and SCHIP cov-
erage, from 15.7% in 1998 to 16.4% in 2000. Other
government coverage, primarily CHAMPUS,
declined, as did coverage in the private nongroup mar-
ket. Nevertheless, the increase in public coverage
under Medicaid and SCHIP, combined with the con-
tinued increase in private coverage, led to a reduction
in the number of uninsured children by 1.7 million
between 1998 and 2000 (from 15.6% to 13.3%).
Because of the ecarlier rise in the number of uninsured
children, however, these gains netted an overall reduc-
tion of only 500,000 uninsured children, using 1994

as the baseline. (For a detailed summary of data on this
topic, see Appendix 1 at the end of this article.)

Changing Health Insurance Goverage of Children
Data from the Current Population Survey (CPS), using
the verification question introduced in the 2000 CPS (see
Box 1), indicates that 9.2 million children in the United
States, or about 12% of all children nadonwide, were
uninsured in 2000.'2 But the child population in the
United States was undergoing important structural
changes during the 1990s that affected the distribution
of coverage. Some groups gained while others lost. Fig-
ure 2 summarizes the uninsurance rates across different
groups of children by family income, parents’ work sta-
tus, child’s age, child’s race /ethnicity, parents’ citizenship
status, and geographic location.'?

Differences by Family Income

In simple terms, the rate of uninsurance declines as
family income rises. Between 1994 and 2000, howev-
er, the distribution of uninsured children by income
shifted somewhat, with uninsured children becoming
increasingly more likely to live in families with higher
incomes. More specifically, the share of uninsured who
were poor declined by 2.1 percentage points. This
decline occurred principally because of decreases in the
number of children in poverty.
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Box 1
The Current Population Survey

The Current Population Survey (CPS) is an annual survey of the
noninstitutionalized population living in the United States. The
survey is sponsored by the Bureau of Labor Statistics and the
Census Bureau. The March CPS Supplement is the primary source

of detailed information on income and work experience in the

United States, including information about insurance status during
the previous calendar year for all household members.

Trend analysis. The CPS is the only national survey that allows for
annual analysis of coverage trends over this period. This article
draws on March CPS Supplement data from 1995 through 2001 to
examine trends in children’s insurance coverage, document the
uninsured rates among different subgroups of children, and
examine changes in the composition of the population of unin-
sured children.

Verified versus unverified data. Before 2000, survey respondents
who did not report having any form of coverage were counted as
uninsured. Beginning in 2000, however, an important change was
made: Respondents were asked to confirm the lack of insurance
for household members by verifying that the lack of any positive
indication of a particular form of coverage meant that they lacked
health insurance altogether. With such verified data, uninsured
rates are uniformly lower than when using unverified data. For
example, in 2001, this verification question resulted in a reduction
in the percentage of children who were uninsured from 13.3% to
12.0% (10.2 million to 9.2 million).

For more information, see the CPS Web site at: http://www.bls.census.gov/cps/
cpsmain.htm. For more information about verified versus unverified data, see Nel-
son, C., and Mills, R. The March CPS health insurance verification question and its
effect on estimates of the uninsured. U.S. Census Bureau. 2001. Available online at
http:/Aandview.census.gov/hhes/hithins/verif.himl.

Between 1994 and 2000, a large number of children left
poverty and moved up the income distribution, and near-
ly as many children gained access to ESI (see Figure 3).
This movement to higher family income levels, where
ESI is more prevalent, was the major reason for the
growth in ESI. Within income groups, there was little
change in the likelihood of children having ESI. Appar-
ently, however, as many more parents became employed
and increased their income, their children gained
employer-sponsored insurance.

Under 100% of Poverty

Between 1994 and 2000, the rate of ESI increased for this
group, but the rate of Medicaid and SCHIP coverage
dropped sharply, from 54.0% to 47.5%, or 2.9 million
fewer children. (See Appendix 1.) As a result, the overall
rate of uninsurance for this income group increased from
24.8% to 27.3%. At the same time, because the total num-
ber of children below poverty declined by 3.5 million, the
number of uninsured poor children actually declined
slightly, by 400,000. (If the number of poor children had
stayed the same, Medicaid and SCHIP coverage of chil-
dren would have declined only by about 1.3 million.)

Nevertheless, poor children are dramatically overrepre-
sented among the uninsured: Twenty-seven percent of
poor children are uninsured, accounting for nearly one-
half of all uninsured children in 2000.!* These findings are
particularly troubling in light of the fact that virtually all
these children are eligible for Medicaid or SCHIP.!5 -

Erom 100% to 199% of Poverty

Over this period, the share of uninsured children with fam-
ily incomes from 100% to 199% of poverty decreased by 4.2
percentage points, probably because of SCHIP and its
spillover effects on Medicaid. The rate of Medicaid and
SCHIP coverage of this group increased from 16.3% to
23.8% between 1994 and 2000, while the rate of employer
coverage remained constant. Because most of this increase
occurred between 1998 and 2000, new SCHIP programs
appear to have driven the increase in coverage. The growth
in Medicaid and SCHIP coverage, along with the stability
of employer and other forms of coverage, resulted in a sub-
stantdal decline in this group’s overall uninsurance rate, from
21.7% to 17.5% between 1994 and 2000. Thus, despite a
small absolute increase in the size of this income group, the
number of uninsured children declined by 600,000.
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Figure 2
Uninsurance Rates among Children, by Subgroup (2000)
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Figure 3

Changes in Child Population and Insurance Coverage by Income Group, 1894 to 2000
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From 200% to 299% of Poverty

For children with family incomes between 200% and
299% of poverty, there was no statsdcally significant
change in the uninsurance rate. At the same time, the rate
of ESI coverage for this group fell. This seeming paradox
is likely due to a compositional change in the families in
this income bracket. Families that moved up the income
distribution into this bracket were more likely to have ESI
coverage for their children than families at lower income
levels, but not to the same extent as those already in this
income bracket. For example, families may have increased
their work hours without gaining fringe benefits. Particu-
larly after 1998, Medicaid and SCHIP coverage almost
doubled (3.8% 10 6.4%), likely because of SCHIP.

Above 300% of Poverty »
Between 1994 and 2000, the share of uninsured children
with family incomes above 300% of poverty increased by
4.6 percentage points, reflecting the increase in the popu-
lation of children in families with incomes above 300% of
poverty. As shown in Figure 3, the number of children
above 300% of the FPL increased by a huge amount—
approximately 5.7 million—with about 5.2 million gain-
ing access to ESI. Although the uninsurance rate of these
higher-income children did not increase significandy, the
number of uninsured increased by 400,000, simply
because of growth in the overall size of this group.

In sum, the declines in uninsurance rates among children
were not uniform across different income groups. In par-
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ticular, the uninsurance rate for near-poor children
declined substantially, especially after the introduction of
SCHIP. This decline was principally due to increases in
Medicaid and SCHIP coverage rather than increases in
the share of children with employer-sponsored coverage.
In contrast, uninsurance rates for poor children grew
during this ime. Furthermore, this increase occurred in
the context of a decline in the number of uninsured poor
children (by about 400,000); while fewer poor children
were uninsured in 2000 than in 1994, a larger percent-
age of poor children were uninsured, suggesting that
children who remained poor in 2000 were more disad-
vantaged than their 1994 counterparts.

Differences by Age of Child

Overall, younger children had somewhat lowcr rates of
uninsurance in 2000 compared with teenagers (see Fig-
ure 2). Changes in coverage between 1994 and 2000, as
well as changes in the age distribution of children over
this period, help explain the lack of large reductions in

Which Children Are Still Uninsured
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uninsurance among children despite economic and pub-
lic program expansions.

In terms of coverage, the rate of ESI increased for chil-
dren of all ages, but increased more for younger children
than older children (see Figure 4). In contrast, the rate of
Medicaid and SCHIP coverage fell more sharply for
younger than for older children, probably because Med-
icaid expansions to older children were phased in over
this period and SCHIP increased eligibility more dramat-
ically for older children.'® Nonetheless, the rate of Med-
icaid and SCHIP coverage was still much higher for
younger children than older children.

Teenagers constitute a somewhat larger share of the unin-
sured than of all children. (See the article by Brindis,
Morreale, and English in this journal issue.) Rates of ESI
coverage are higher for older children, but coverage
under public programs is significantly lower. SCHIP only
recently equalized eligibility for public programs for chil-
dren of different ages, so these differences may disappear
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Children at greatest risk of being uninsured include those in families
with incomes below poverty, those in families with nonworkers,

those with noncitizen parents, and those who are Hispanic.

as families become more aware of older children’s eligi-
bility for public coverage. Meanwhile, as of 1999, partic-
ipation rates in Medicaid and SCHIP programs among
eligible teenagers was about 14 percentage points lower
than among eligible children under age six. This large dis-
parity likely accounts, at least in part, for teenagers’ high-
er overall uninsurance rates.!”

The change in the age distribution of children also helps
explain why the growth in ESI and the introduction of
SCHIP did not have more of an effect on uninsurance
rates. Betweén 1994 and 2000, the number of children
under age 6 fell by 800,000, while the number of chil-
dren between ages 6 and 18 increased by 3.5 million.!®
Because the rate of Medicaid and SCHIP coverage was
higher for younger than for older children, the uninsur-
ance rate for younger children is 1.5 percentage points
lower than that of older children. If the populaton of
older U.S. children had not increased as it did, the unin-
sured rate for children would have been lower. (For a
detailed summary of data on this topic, see Appendix 2 at
the end of this article.)

Differences by Child Race/Ethnicity

The same patterns of change in coverage occurred with-
in each race/ethnic group between 1994 and 2000: ESI
coverage increased, Medicaid and SCHIP coverage
declined, and the uninsurance rate declined. However,
significant differences in the magnitude of these trends
emerged by race/ethnicity. Between 1994 and 2000, the
share of uninsured children who were white decreased by
6.5 percentage points, the share who were black stayed
roughly the same, whereas the share who were Hispanic
increased by 5.5 percentage points (see Figure 5).

White children have much higher rates of ESI overall, pri-
marily because of much higher family incomes. But even
within each income group, whites tend to have higher
rates of ESI and lower rates of Medicaid and SCHIP cov-
erage. The uninsurance rates for white children within
income groups are about the same as for blacks, but sub-
stantally lower at each income level than for Hispanics
and other race/ethnicity groups.!’

Hispanic children partcipate in public programs at simi-
lar rates as whites, but have much lower rates of ESI. As
a result, Hispanic children have significantly higher rates
of uninsurance relative to whites, and these disparities
persist at all income levels.?® In 2000, the uninsurance
rates of Hispanic and “other” racial/ethnic groups of
children were three times higher than those of whites,
and nearly double those of blacks. (See Figure 2.) More-
over, the number of Hispanic children and children in
other race/ethnicity groups increased by 2.2 million and
700,000, respectively. Because these children account for
all the growth in the total number of children, their high-
er uninsurance rates are extremely important in under-
standing trends in coverage among children. In 2000,
fully 35% of all uninsured children were Hispanic, even
though Hispanic children account for only 16.5% of all
children. If this trend persists, the share of uninsured chil-
dren who are Hispanic will soon outpace the share of
white uninsured children, even though Hispanics will still
make up a substandally lower percentage of the total
child population. (For a detailed summary of data on this
topic, see Appendix 3 at the end of this article.)

Differences by Parents’ Citizenship Status
Uninsurance rates are lowest among children with native-
born parents, and somewhat higher for those with for-
eign-born parents who have obtained citizenship. In
contrast, more than one-fourth of children with at least
one foreign-born noncitizen parent were uninsured in
2000, and children with at least one foreign-born nonci-
tizen parent were disproportionately represented among,
the uninsured (constituting 28.4% of uninsured children,
compared with only 13.0% of all children). Children of
foreign-born parents are consistently more likely to be
uninsured than are children of native-born parents
throughout the income distribution, with the widest dis-
parities for children with noncitizen parents.

Between 1994 and 2000, the number of uninsured chil-
dren with native-born parents decreased, while those
with foreign-born parents, regardless of citizenship,
increased. This trend may be the result of changes in eli-
gibility for public programs stemming from the welfare
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Figure 4

Which Children Are Still Uninsured

Children’s Health Insurance Coverage, by Age of Child
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reform bill combined with fear of being categorized as a
“public charge,” which could affect an individual’s
immigration status. (For a more detailed discussion of
immigrant issues, see the article by Lessard and Ku in
this journal issue.)

Differences by Geographic Location

Finally, children’s uninsurance rates varied dramatically by
region. Due to a complex set of circumstances, children in
the South and West were about 1.7 times more likely to
be uninsured than children in the Northeast. Although

eligibility for public programs did not vary importantly
across regions, ESI rates and the racial /ethnic and income
distribution of the population did vary in ways that are
correlated with uninsurance rates. In contrast, urban ver-
sus rural residence made no difference in uninsurance
rates for children.

In sum, uninsurance rates vary greatly across different sub-
groups. Children at greatest risk of being uninsured
include those in families with incomes below poverty,
those in families with nonworkers, those with noncitizen
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Figure 5

Composition of Uninsured Children, by Race/Ethnicity

Black
18.2%

Hispanic
27.7%

Hispanic
33.2%

Source; Urban Institute, 2002, Based on unverified health insurance coverage data from the 1995 and 2001 Current Population Surveys.

parents, and those who are Hispanic. Because subgroups

vary in size, however, some subgroups of children may
have very high rates of uninsurance but represent a small
share of the uninsured. Efforts to insure these populations
are important, but may not go a long way toward achiev-
ing significant reductions in overall uninsurance rates.

To develop effective mechanisms to solve the problem of
uninsurance overall, it is critical to understand which sub-
groups constitute the largest proportion of the uninsured.
An assessment of the data from this perspective is summa-
rized in Box 2. These findings reinforce the need to focus
on children in poor families, those who are Hispanic, and
those with a noncitizen parent. In addition, the findings
saggest that children in low-income families with at least
one full-ime worker may also warrant special attention, as
well as children living in certain regions, especially the
South and West, and those living in metropolitan areas.

Solving the Problem of Uninsured Children

Public insurance programs such as Medicaid and SCHIP
offer tremendous potential for solving the problem of lack
of insurance among children. The overwhelming majori-
ty of low-income children who are uninsured appear to be
eligible for either Medicaid or SCHIP. The key issue is
how to reach and enroll them in the programs. Under-
standing the factors associated with participation or lack of
participation in Medicaid and SCHIP, as well as the rea-
sons low-income parents do not enroll their eligible unin-
sured children, is critical to identifying effective outreach
efforts. (See the article by Cohen Ross and Hill.)

The Extent to Which Medicaid and SCHIP Can
Reduce Uninsurance

Data from the National Survey of America’s Families
(NSAF) (see Box 3) indicate that among all uninsured
children age 17 and under, more than three-quarters
(77%)*" were eligible for some type of public health insur-
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ance coverage in 1999 (see Figure 6). An even higher
percentage of low-income, uninsured children (84%)
were cligible for public coverage (see Figure 6). Greater
numbers of uninsured children are eligible for Medicaid
than SCHIP: Over one-half of all uninsured children are
eligible for Medicaid, compared with only about one-
quarter for SCHIP. Among low-income, uninsured chil-
dren, well over one-half (60%) were eligible for Medicaid,
compared with 25% for SCHID.

Overall, about 17% of uninsured children have family
incomes that are too high to qualify for Medicaid or
SCHIP. Most (about 70%) of these children’s families
have incomes above 300% of the FPL. Few public pro-

Which Children Are Still Uninsured

grams are likely to expand to these income levels; thus,
these uninsured children are likely to remain beyond the
reach of public programs in most states.?? However, near-
ly 8% of low-income children also have incomes too high
to qualify. This is because as of early 2002, about 12 states
had SCHIP eligibility thresholds under 200% of the FPL.
As a result, eligibility for low-income children in those
states has the potential to be increased.?

About 6.2% of uninsured children and 8.0% of low-
income, uninsured children live in families that meet the
income and other requirements for eligibility but do not
appear to qualify for Medicaid or SCHIP coverage
because the children are undocumented aliens2* The

Box 2
Who Are the Uninsured Ghildren?

D Family Income. Poor children constituted 45.7% of uninsured
children in 2000 and are dramatically overrepresented among
the uninsured.? Children in families with incomes between 100%
and 200% of the FPL constituted another 27.2% of uninsured
children. Children in families with incomes above 200% of pover-
ty accounted for about one-quarter of all uninsured children.

D Parent’'s Employment. Consistent with previous research, close
to 70% of all uninsured children had parents with at least one
full-time worker. Another 9% had parents who worked only part
time. The remaining 21% had no working parents.

D Age. Children ages 6 to 12 and teenagers each accounted for
about 36% of all uninsured children, with those under age 6
making up the remaining 29%. Unlike the other age groups,
teenagers constitute a somewhat larger share of the uninsured
than of all children.

D Race/Ethnicity. Fully 35% of all uninsured children were His-
panic, although Hispanic children account for only 16.5% of all
children. Moreover, while white children accounted for 62.7% of
all children, they accounted for 39.5% of all uninsured children.

Children of other races and black children accounted for 7.5%
and 17.6% of all uninsured children, respectively.

D Parents’ Gitizenship Status. Children with at least one foreign-
born noncitizen parent were disproportionately represented
among the uninsured, constituting 28.4% of uninsured children.
Children with native-born parents and foreign-born parents who
were naturalized citizens constituted 65.7% and 5.9% of all
uninsured children, respectively—the former being underrepre-
sented among the uninsured compared with their representa-
tion among all children, the latter accounting for about the same
proportions of both.

D Residential Location. Close to 40% of all uninsured children
lived in the South, and another 30% lived in the West in. 2000.
Children living in these regions are overrepresented among
uninsured children relative to all children. Uninsured children
residing in the Northeast and Midwest accounted for 12.6% and
18.1% of all uninsured children, respectively. The share of unin-
sured children (and all children) living in metropolitan areas was
slightly over 80%.

&When children are categorized by CPS family income, the share of uninsured children who are poor decreases to 32.2%.

Source: Urban Institute, 2002. Analysis based on data from 2000 reported in the March Current Population Survey, 2001.
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Box 3
National Survey of America’s Families

The Urban Institute's Assessing the New Federalism project
includes the National Survey of America’s Families (NSAF), a
nationally representative survey of the noninstitutionalized popu-
lation that oversamples the low-income population in 13 states.
Detailed information is collected on up to two children in each
household (one under age 6 and one between ages 6 and 17) from
the adult (generally a parent) who knows the most about the
child’s education and health care. The sample of 35,000 children
in 1999 contained information on health insurance coverage, fam-
ily income, and a broad range of other measures.

For this article, NSAF data were analyzed to examine eligibility
and participation in Medicaid and SCHIP based on a simulation
model that mimics the eligibility-determination process faced by
families. First, eligibility units were created from the household
survey data based on which individuals in the household would be

considered in the eligibility-deterrhination processes for Medicaid
and SCHIP. Second, the following state-specific Medicaid and
SCHIP eligibility rules in place as of July 2000 were applied to
these units regarding eligibility thresholds, family compoesition,
and work status of the parents: how income is counted, including
whose income and what types of unearned income are counted,
work, earned income, child care, and child support disregards;
asset limits; and validating stepparent and grandparent income.
Third, children were categorized into two eligibility groups: (1)
those eligible for Medicaid and (2) those eligible for SCHIP.

For more information, see the NSAF Web site at: hitp://www.urban.org/Content/
Research/NewFederalism/NSAF/Overview/NSAFOverview.htm. For more on the
simulation model used for the analysis of data on eligibility and participation, see
Dubay, L., Haley, J., and Kenney, G. Children’s eligibility for Medicaid and SCHIP: A
view from 2000. Assessing the New Federalism Pollcy Brief No. B-41. Washington,
DC: Urban Institute, January 2002.

—

importance of this subgroup among uninsured children
varies substantially across states?® and regions, with west-
ern states having a substantally higher share of uninsured
children who are noncitizens—about 20%. Under feder-
al restrictuons, states would have to finance state-only
health insurance programs to provide health insurance
coverage to these noncitizen children. (See the article by
Lessard and Ku.)

These statistics underscore that Medicaid and SCHIP
programs can provide insurance coverage to a substantial
number of currently uninsured children, particularly low-
income children. If these programs can reach and enroll
eligible children who are uninsured, more than three-
quarters of all uninsured children would have coverage.

Factors Affecting Participation in Medicaid and SCHIP
In theory, children’s participation in public health insur-
ance programs should depend on the relative costs and
perceived benefits of the different insurance options facing
parents. The expectation is that children with greater
health care needs and less access to low-cost alternative

sources of care will participate in Medicaid and SCHIP

. programs at higher rates than other children. The rescarch

to date points to various factors that appear to influence
participation rates for different subgroups of eligible chil-
dren, These factors can be grouped into four broad cate-
gories: program characteristics, children’s characteristcs,
connections with welfare, and geographic locaton.

Program Characteristics

While several studies?*2® have examined how participa-
ton in public programs varies across different subgroups
of children, less is known about how partcipaton is
affected by the characteristics of the public health insur-
ance programs themselves,” or by access to safety net
providers.3*3! Some small-scale studies have found an
association between outreach efforts and enrollment in
public programs,®* but it is not clear that the findings
from these studies can be generalized. In additon, previ-
ous studies suggest that premiums for public coverage
dampen participation among the uninsured,*3* but no
empirical work has been done to assess the impact of pre-
miums within the context of SCHIP.
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Nevertheless, a growing number of new studies are find-
ing that expanding eligibility for public programs to par-
ents may stimulate greater participation among children
who are already eligible but not enrolled.338 Thus, states
taking advantage of opportunities to use federal dollars to
cover parents®#* may increase the enrollment of unin-
sured eligible children in public health insurance pro-
grams by offering coverage to their parents. Moreover,
parents’ lack of insurance almost certainly exacerbates
problems children face in other aspects of their lives. New
evidence suggests that whether or not children have cov-
erage, those whose parents lack insurance receive fewer
preventive and treatment services than those with insured
parents, making these children even more vulnerable.*!
More than 40% of parents in poor families do not have
health coverage.*?

Children’s Characteristics
Previous rescarch on how public insurance participation
vanes with the characteristics of children and families has

Which Children Are Still Uninsured

identified a number of factors, including the child’s eligi-
bility category and age, and the parent’s birthplace. The
most recent NSAF data (1999) found participation rates of
66% among low-income citizen children eligible for Med-
icaid or SCHIP who did not have private health insur-
ance*® Participation rates were highest for children who
were eligible under the welfare-related criteria (79%) and
lowest for children who were newly eligible for coverage
under SCHIP (45%). Children eligible under the poverty-
related expansions had a participation rate of 64%.** These
rates are consistent with historic patterns showing that chil-
dren eligible under the poverty-related expansions partici-
pated at lower rates than those eligible under the welfare
category.***” The higher participaton rates for Medicaid-
eligible children relative to those eligible under SCHIP is
not surprising, given how short a ime most SCHIP expan-
sions had been in place in 1999.*8 Participation rates appear
to decline as income rises, but because income and eligj-
bility category are highly correlated, assessing how income
affects participation is difficult.

Figure 6

Eligibility for Medicaid or SCHIP among Uninsured Children Ages 0-17, 1999

Low-income?

All Uninsured Children

KEY:

] Meets income and other
requirements, but does
not meet legal status
requirements

B SCHIP eligible

] Incomes above
Medicaid/SCHIP cutoffs

B Medicaid eligible

a“Low-income” children are those in families with incomes under 200% of the FPL.

Uninsured Children

Source: Based on data from the National Survey of America’s Families. See Dubay, L., Haley, J.M., and Kenney, G.M. Children’s eligibility for Medicaid and SCHIP: A view from
2000. Assessing the New Federalism Policy Brief No. B-41. Washington, DC: Urban Institute, March 2002.
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gaps found for these groups.

Citizen children who are school-age, children who have
activity limitations, and children who have foreign-born
parents participate at lower rates than preschool-age chil-
dren, those with no activity limitations, and those with
native-born parents. The lower participation rates
among older children and those with foreign-born par-
ents may be due in part to larger knowledge gaps found
for these groups’®! For example, greater confusion
seems to exist about eligibility rules for older children
than for younger children. Low-income, uninsured pre-
school children are about 15 percentage points more
likely than low-income, uninsured school-age children to
have parents who think they are eligible for covcrage.5?
The higher participation rates for children with function-
al limitations may reflect greater motivation for parents to
enroll their children when they have greater health care
needs. In addition, because these children come into con-
tact with the health care system more frequently, their
parents are more likely to learn about available Medicaid
and SCHIP coverage. (Sce the artcle by Szilagyi in this
journal issue.)

Connections to Welfare

Participation in Medicaid and SCHIP appears to hinge in

part on the family’s previous connection to a welfare pro-
gram and their opinions about welfare > Children whose
families had not been enrolled in a welfare program at
any point in the two years prior to the survey, for exam-
ple, were about 15 percentage points less likely to partic-
ipate in Medicaid or SCHIP compared with children
whose families had been on welfare sometime during
those two years. The children whose parents had more
positive views about welfare—believing that welfare helps
people get on their feet, that it does not encourage peo-
ple to work less or to have babies before marriage—were
about 7 to 10 percentage points more likely to participate
in Medicaid or SCHIP programs than were children
~ whose parents had less positive views about welfare.

Eligibility for welfare remains closely connected with
Medicaid and SCHIP eligibility in many people’s minds,3
even though eligibility for the two types of assistance is no
longer linked. In addition, Medicaid and SCHIP partici-

The lower participation rates among older children and those
with foreign-born parents may be due in part to larger knowledge

pation is lower for children whose parents believe that wel-
fare participation is a prerequisite for Medicaid or SCHIP
coverage.5® Thus, raising participatdon in Medicaid and
SCHIP programs may require building more outreach
efforts outside the traditional welfare system and further
clarifying the independence of Medicaid and SCHIP eli-
gibility from welfare receipt.

Geographic Location

Partcipation rates also vary by residental location and
across regions and states (see Figure 7). Children living in
metropolitan statistical arecas (MSAs) are about 10 per-
centage points more likely than those living outside
MSAs to participate in Medicaid and SCHIP5¢ This is
consistent with other data that suggest that low-income
families with uninsured children living in rural areas are
more confused about eligibility rules for Medicaid and
SCHIP programs compared to their urban counter-
parts.%” With regard to regional variation in participation
among citizen children, in 1999 the lowest rates (around
66%) were in Midwestern and Southern states and the
highest rates were in the Northeast (79.8%). The average
participation rate in the Western states was 72.5%. In
addition to regional variadon, substandal interstate varia-
ton exists. In 1999, for example, citizen children in
Massachusetts, New York, and Washington participated
in Medicaid at rates of 80% or higher, well above the
national average, compared with rates of 64% and 59%,
respectively, for Mississippi and Texas, both below the
national averagc .3

That some states achieved much higher rates of Medicaid
participation than others did calls for greater understand-
ing of the policy or program characteristics that explain
their success. For example, in Massachusetts, more than
90% of all eligible children were participating, and only
7% of the state’s low-income children remained unin-
sured.’*® The broad-based, seamless approach to cover-
ing low-income children, their parents, and other
low-income adults that Massachusetts undertook
through its MassHealth program may have been partal-
ly responsible for this outcome—as well as the state’s sub-
stantial investment in outreach and its greatly simplified
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enrollment process. An important test is whether these
high participation rates can be maintained in the face of
shortfalls in Massachusetts’ tax revenues, and whether
they can be replicated by other states attempting similar
outreach initiatives and coverage expansions.

Reasons Eligible Children Are Not Enrolled in
Medicaid and SCHIP
NSAF data from 1999 identified a variety of reasons low-
income, uninsured citizen children who are eligible for
public coverage do not participate in Medicaid or SCHIP
programs.®! These included lack of key information
about coverage, problems parents experience with the
.enrollment process, and lack of interest in public health
insurance generally? In addition, many uninsured chil-
dren had been enrolled previously, and may have lost cov-
erage inadvertently through the redeterminaton process.

Which Children Are Still Uninsured

Lack of Information

Many low-income families with uninsured children lack
basic information about the availability of coverage, espe-
cially under newer SCHIP programs, and do not under-
stand that their children are eligible for coverage.
Altogether, the parents of 27% of all uninsured eligible
children in 1999 reported that they had not heard of
Medicaid or SCHIP, had not inquired about or applied
for coverage because they thought their child was not eli-
gible, or did not have enough program information to
apply. More recent information from early 2001 indicates
that such knowledge gaps persist for many low-income
parents with uninsured children.

Enrollment-Related Problems
About 1 in 10 low-income, uninsured children who were
citizens and eligible for Medicaid or SCHIP coverage in

Figure 7

Medicaid/SCHIP Participation Rates by Residential Location and Region, 1999
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1999 had parents who said they had not inquired about
or applied for coverage because of administrative hassles
related to the enrollment process. These included not
being able to obrain necessary documents, transportation
problems, and language barriers. Evidence from early
2001 confirms the persistence of negative perceptions
about the Medicaid and SCHIP application processes.**
Families may not realize that the Medicaid and SCHIP
enrollment processes have been simplified—including
the introducton of mail-in applications in many states.
(See the article by Cohen Ross and Hill.)

In addition, applications for Medicaid and SCHIP cover-
age had been made on behalf of 11.5% of all currently
uninsured citizen children who appeared to qualify for
such coverage. Understanding why these uninsured chil-
dren are still not enrolled in Medicaid or SCHIP is nec-
essary to develop effective approaches for covering these
children—they may be awaiting an eligibility determina-
tion and will not remain uninsured.

Not Needing or Wanting Coverage

In 1999, the parents of about 23% of all eligible unin-
sured cinzen children said they did not inquire about or
apply for Medicaid and SCHIP coverage on behalf of
their child either because they did not want public health
insurance coverage or they felt it was not needed. These
uninsured children tend to be in better health and to
have fewer unmet needs relative to other uninsured chil-

r,g
Y
b
=
2
BES
&
(3]

dren, which may partially explain why their parents felt
they did not need or want Medicaid and SCHIP cover-
age.% These families also may have negative views about
Medicaid and SCHIP because they link those programs
with welfare or because they have a safety net provider
they know and trust.

Problems Maintaining Coverage

Another subgroup of uninsured citizen children includes
those who were previously enrolled in Medicaid or
SCHIP but lost their coverage. Fully 22.4% of low-
income children who were uninsured at the time of the
NSAF survey had been enrolled in Medicaid or SCHIP
at some point in the 12 previous months. These children
may have lost coverage inadvertently through the eligi-
bility-redeterminaton process.

In sum, children with greater health care needs, younger
children, and children whose parents have positive atui-
tudes toward welfare are most likely to participate in pub-
lic health insurance programs. In addition, recent
evidence suggests that participation is higher when the
whole family is eligible for coverage.® While lack of
knowledge and understanding about eligibility for Med-
icaid and SCHIP is an important issue for some families
with uninsured children, other influental factors include
administrative complexities and perceptions that parents
do not need or want insurance. Overall, the reasons par-
ents have not enrolled their uninsured eligible children
are complex and varied, suggesting that a range of out-
reach and enrollment strategies is needed if participation
is going to be increased.

Conclusions and Policy Implications

Despite the strong economy and the unparalleled com-
mitment to covering children under the Medicaid and |
SCHIP programs, more than 9 million children—12% of
all children—lacked health insurance coverage in 2000.
Importantly, the vast majority of these children are eligi-
ble for Medicaid or SCHIP.

Between 1994 and 2000, the uninsurance rate for chil-
dren fell from 14.5% to 13.3%, representing a decrease of
500,000 in the number of uninsured children. Yet, these
gains were not solely or even mainly attributable to the
expansions in eligibility for public programs that took
place over this period. In fact, welfare reform and the
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movement of families up the income distribution result-
ed in a decline in the share of children with public cover-
age from 18.5% to 16.4%.

Instead, increases in ESI were much more important
than expansions in public programs in explaining the
drop in uninsurance rates. The rate of ESI increased from
60.5% to 65.1%, an increase in coverage of 5.1 million
children. Had it not been for the buoyant economy mov-
ing so many families with children up the income distri-
butdon—where the likelihood of ESI is greater and
uninsurance rates lower—more children would have
been uninsured. This implies that children’s coverage
could easily decline in a weaker economy. Moreover,
these trends mask tremendous variation in coverage for
different groups of children.

Many reasons account for children’s continued lack of
enrollment in health insurance programs. In some states,
SCHIP eligibility standards are below 200% of poverty,
leaving some near-poor children without access to afford-
able health insurance. In other states, many uninsured
children are noncitizens who are not eligible for Medic-
aid or SCHIP under current federal law.

In most states, however, the problem is not inadequate
eligibility levels, but lack of participation among unin-
sured children who are eligible. The factors responsible
for low participation among those eligible for public
insurance include poor outrcach and cumbersome
enrollment processes. In other cases, the issue may lie
with families. Some parents believe that their children do
not need insurance, possibly because they assume care
will be available when needed from safety net providers.
A few may not wish to join public programs, particular-
ly Medicaid, because of the stigma attached to welfare-
related programs.

These results present a mixed picture of the potential of
public health insurance programs to solve the problem
of uninsurance among children. On the one hand, the
declines in uninsurance experienced by low-income chil-
dren, and the steeper declines among the near—poor,
particularly after SCHIP was implemented, are an
encouraging sign that these public efforts are producing
results. It is especially likely that SCHIP is largely
responsible for the decline in uninsurance among low-
income children, since parents (who are much less likely

Which Children Are Still Uninsured

than their children to have access to Medicaid or
SCHIP) did not experience a comparable decline.%”

On the other hand, many poor children— 4.4 million in
all—still lack health insurance coverage. This group has a
27% uninsurance rate despite the fact that virtually all
poor children, except certain groups of noncitizens, qual-
ify for public coverage. One explanation may be a
reduced understanding of eligibility since the advent of
welfare reform. Moreover, given recent declines in the
welfare rolls, fewer needy families may be coming into
contact with the types of government programs that his-
torically have facilitated their enrollment in public health

coverage programs.*8

Under the current structure, lack of participation among
eligible uninsured children may not change. Furthermore,
modest changes to the structure will affect coverage only
marginally—because states will always vary in their willing-
ness to expand coverage and finance outreach efforts, and
some families will always choose, for whatever reason, not
to insure their children, no matter how attractive the pro-
gram. The weakening economy and rising health care costs
make it less likely that states and employers will maintain
their current level of support, let alone increase it.

To increase participation among uninsured' children, a
number of major changes to current policy are needed.
Though certain to be politcally difficult, these changes
are necessary to address current problems.

D Increase the federal Medicaid matching rate to
SCHIP Jevels. This would address problems that have
reportedly arisen in some states—in particular, con-
cern that outreach for SCHIP will lead to more
enrollment of children in Medicaid (rather than
SCHIP), which has a lower federal matching rate.
This change would help make states financially indif-
ferent in dealing with Medicaid and SCHIP and
could help reduce the very high uninsurance rates
that have persisted among poor children. The
increase in federal dollars (about $5 billion) will also
offset most of the higher costs to states associated
with the other recommendations.

D Mandate that to obtain SCHIP funding, states must
provide coverage under SCHIP to at least 200% of the
FPL. This should be relatvely easy, because only 12

The Future of Children

74

4



Holahan, Dubay, and Kenney

states currently provide coverage only to children
whose families are below 200% of the FPL, but this
action would set an important precedent of a uni-
form minimum standard for the coverage of children.

D Require that federal and state governments minimize

many diffevences between Medicaid and SCHIP.
While Medicaid serves a lower-income population
and its benefit package arguably should be broader,
the federal government should work with states to
achieve uniformity in outreach and enrollment
efforts, provider payment rates, and managed care
contracting provisions. The goal should be to ensure
that the two programs are equally attractive, though
with some benefit reductions, and insurance premi-
ums, and cost sharing for higher-income children.

O Bund a major federal campaign to (1) educate fami-

lies on the value of health insurance and health care
services for children, (2) provide information on the
benefits of enrvolling in Medicaid and SCHIP, and (3)
provide information on how to envoll in either pro-
gram in each community and state. This needs to be

a federal campaign because expanding insurance cov-
erage of children is a national, not just a state, objec-
tive. Federally funded grants to local organizations
may also be required to help families successfully nav-
igate the Medicaid and SCHIP enrollment processes.

To the extent that even these efforts leave many low-
income children uninsured, solving the problem could
require mandating that all families with children who
are eligible for Medicaid or SCHIP insure their chil-
dren—and accompanying the mandate with subsidies
that families can use to enroll children in an employer’s
plan, an individual policy, Medicaid, or SCHIP. This
type of program would provide more equal treatment
of those with equal incomes, regardless of coverage,
than does the current system (referred to as “horizon-
tal equity”; see the article by Blumberg in this journal
issue). Such a program would likely require much
greater increases in public funding than the other pol-
icy changes outlined above, but this level of investment
ultimately may be required to achieve the goal of
health insurance coverage for all American children.
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Appendix 1

Children’s Health Insurance Coverage, 1994-1998, 1998-2000

1994-1998 1998-2000
Coverage Distribution  Change Coverage Distribution  Change Change
within in Millions within in Millions  in Millions -
Income Category of People Income Category of People of People
1994 1998 1994-98 1998 2000 . 1998-00 1994-00
All Incomes (miliions of people) 739 76.0 208 76.0 76.6 0.61 27
Employer 60.5% 63.2%°2 3.30 63.2% 65.1%? 1.84 518
Medicaid and SCHIP 18.5% 15.7%* -1.74 15.7% 16.4%* 0.64 -1.1°
CHAMPUS/Medicare 2.0% 1.5%* -0.35 1.5% 1.4% -0.02 -04®
Private Nongroup 4.5% 4.0%* -0.31 4.0% 3.7%° -0.18 -0.5°
Uninsured 14.5% 15.6%* 117 15.6% 13.3%" -1.66 -0.5°
Less than 100% of FPL (millions of people) 19.7 18.0 -1.67 18.0 16.3 -1.79 -35
Employer 16.5% 19.5%?2 0.27 195% ° 20.8% -0.15 0.12
Medicaid and SCHIP 54.0% 46.6%" =224 46.6% 47.5% -069 -2.9°
CHAMPUS/Medicare 1.2% 0.9% -0.07 0.9% 1.4% 0.05 0.0
Private Nongroup 35% 3.0% -0.15 3.0% 3.0% -0.05 - 0.2
.Uninsured 24.8% 29.9%"® 0.51 29.9% 27.3%" -0.95 -04°
100 to 199% of FPL (millions of people) 149 149 0.01 14.9 15.2 0.23 0.2
Employer 53.5% 52.7% -0.11 52.7% 53.1% 0.18 0.1
Medicaid and SCHIP 16.3% 18.5%* 0.33 18.5% 23.8%" 0.84 1.22
CHAMPUS/Medicare 3.3% 2.0%"® -0.19 2.0% 2.0% 0.01 -0.2°
Private Nongroup 53% 4.3%" -0.14 4.3% 35% -0.11 -0.2?
Uninsured 21.7% 22.4% 0.11 22.4% 17.5%" -0.69 -0.6?
200 to 299% of FPL (millions of people) 13.0 13.0 0.02 13.0 13.2 0.16 0.2
Employer 77.9% 78.5% 0.10 78.5% 75.2%* -0.31 -0.2°
Medicaid and SCHIP 31% 3.8% 0.09 3.8% 6.4%" 0.35 0.5°
CHAMPUS/Medicare 2.5% 2.0% -0.07 2.0% 1.9% -0.01 -0.1
Private Nongroup 5.3% 4.4% -0.12 4.4% 4.7% 0.04 -0.1
Uninsured 11.1% 11.2% 0.02 11.2% 11.8% 0.09 0.1
300%+ of FPL (millions of people) 26.3 30.0 3.72 30.0 320 2.01 5.7
Employer 89.0% 88.1% 3.04 88.1% 89.2%" 2.12 5.2
Medicaid and SCHIP 0.8% 0.9% 0.08 0.9% 1.3%° 0.14 - 02°
CHAMPUS/Medicare 1.5% 1.3% -0.02 1.3% 1.0% -0.07 -0.1¢
Private Nongroup 4.4% 4.2% 0.10 4.2% 3.7% -0.07 0.0°
Uninsured ~ 43% 5.5%* 0.52 5.5% 4.9%° 0.1 0.4

Note: Excludes persons age 65 and older and those in the Armed Forces.
8indicates change in percentages is statistically significant (at the 5% level).
bindicates change in percentages is statistically significant (at the 10% level).

Source: Urban Institute, 2001. Based on data from March Current Population Surveys, 1995, 1999, 2001.
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Appendix 2
Children’s Health Insurance Coverage by Age, 1994-2000

Children Ages 0-5

Coverage Distribution  Change

within in Millions
Income Category of People
1994 2000 1994-00
All Incomes (millions of people) 24.4 23.7 -0.8
Employer 55.6% 63.6%" 15
Medicaid and SCHIP 25.0% 20.2%" -1.3
CHAMPUS/Medicare 2.2% 1.7%"* -0.1
Private Nongroup 35%  21%° 0.4
Uninsured 13.7% 12.3%" -0.4
Less than 100% of FPL (millions of people) 7.7 5.5 -23
Employer 14.3% 18.9%" =01
Medicaid and SCHIP 61.7% 53.7%" -1.8
CHAMPUS/Medicare 1.5% 1.3% 0.0
Private Nongroup 2.0% 1.0% -0.1
Uninsured 20.4% 25.0%" -0.2
100 to 199% of FPL (millions of people) 5.0 5.0 0.0
Employer 52.3% 52.6% 0.0
Medicaid and SCHIP 21.5% 27.5%" 0.3
CHAMPUS/Medicare 3.7% 2.8% 0.0
Private Nongroup 3.4% 2.4% -0.1
Uninsured 19.1% 14.8%° -0.2
200 to 299% of FPL (millions of people) 4.2 4.2 0.1
Employer 77.4% 75.9% 0.1
Medicaid and SCHIP 4.2% 7.9%"° 0.2
‘CHAMPUS/Medicare 2.8% 2.2% 0.0
Private Nongroup 4.4% 3.2% -0.1
Uninsured 11.2% 10.8% 0.0
300%-+ of FPL (millions of people) 75 9.0 14
Employer 88.1% 91.3%"° 1.5
Medicaid and SCHIP 1.1% 1.4% 0.0
CHAMPUS/Medicare 1.6% 1.2% 0.0
Private Nongroup 4.6% 2.1%* -0.2
Uninsured 4.7% 4.0% 0.0

Note: Excludes persons age 65 and older and those in the Armed Forces.
eIndicates change in percentages is statistically significant (at the 5% level).
®Indicates change in percentages is statistically significant (at the 10% level).

Source: Urban Institute, 2001. Based on data from March Current Population Surveys, 1995, 1999, 2001.

Which Children Are Still Uninsured

Children Ages 6-18
Coverage Distribution  Change
within in Millions
Income Gategory of People
1998 2000 1994-00
495 52.9 35
63.0% 65.8%" 37
15.3% 14.7%° 0.2
1.9% 1.3%* -0.2
5.0% 4.4%" -0.1
14.8% 13.8%* -0.1
120 10.8 -1.2
17.9% 21.7%* 0.2
49.0% 44.3%* -1.1
1.0% 1.4% 0.0
4.5% 4.1% -0.1
27.6% 28.5% -0.2
99 10.1 0.2
54.1% 53.4% 0.1
13.7% 21.9%* 0.9
31% 1.6%* -0.1
6.2% 4.1%"° -0.2
23.0% 18.9%* 0.4
89 9.0 0.1
78.2% 74.9%* -0.2
26% 5.7%* 0.3
24% 1.7% -0.1
5.7% 5.4% 0.0
11.1% 12.2% 0.1
18.7 23.0 43
89.4% 88.3% 36
0.7% 1.3%° 0.2
1.5% 0.9%* -0.1
4.3% 4.3% 0.2
4.2% 5.2%* 0.4
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Appendix 3

Children’s Health Insurance Goverage by Race/Ethnicity, 1994-2000

All Incomes (millions of people)

Employer

Medicaid and SCHIP
CHAMPUS/Medicare
Private Nongroup
Uninsured

Less than 100% of FPL (millions of people)

Employer

Medicaid and SCHIP
CHAMPUS/Medicare
Private Nongroup
Uninsured

100 to 199% of FPL (millions of people)

Employer

Medicaid and SCHIP
CHAMPUS/Medicare
Private Nongroup
Uninsured

200 to 299% of FPL (millions of people)

Employer

Medicaid and SCHIP
CHAMPUS/Medicare
Private Nongroup
Uninsured

300%+ of FPL (millions of people)

Employer

Medicaid and SCHIP
CHAMPUS/Medicare
Private Nongroup
Uninsured

White
Coverage Distribution ~ Change
within in Millions
Income Category of People
1994 2000 1994-00
48.3 48.0 -03
70.8% 75.2%* 1.9
10.8% 9.8%* -0.5
1.9% 1.4% -0.2
5.7% 4.6%? 0.5
10.8% 8.9%? 0.9
7.8 6.0 -1.8
22.6% 27.7%* -0.1
45.5% 41.3%" S -1
- 1.9% 1.6% 0.0
6.4% 5.8% -0.2
23.7% 23.6% -0.4
9.0 76 -1.4
58.2% 58.4% -0.8
14.4% 20.7%" 0.3
3.1% 2.5% -0.1
7.0% 5.1%? -0.2
17.2% 13.4%* -0.5
9.9 8.7 -1.2
79.0% 78.2% -1.2
26% - 5.0%?2 0.1
2.0% 1.8% 0.0
6.2% 5.8% 0.1
10.2% 9.2% 0.2
215 25.7 4.2
89.9% 90.3% 38
0.5% 0.9%" 0.1
1.3% 0.9%" 0.0
4.7% 3.8%* 0.0
3.6% 41% 0.3

Black
Coverage Distribution Change
within in Millions
Income Category of People
1994 2000 1994-00
11.7 11.8 0.1
41.4% 51.0%* 1.2
37.7% 29.7%? 0.9
2.5% 2.0% 0.0
1.9% 2.1% 0.0
16.6% 15.1%* -0.2
6.1 4.6 -1.5
13.7% 19.3%* 0.1
63.6% 55.9% -1.3
0.7% 1.5% 0.0
1.7% 1.5% 0.0
20.3% 21.8% -0.2
24 2.9 0.5
56.1% 58.3% 0.3
18.6% 23.8%* 0.2
4.3% 2.4% 0.0
3.0% 2.5% 0.0
18.1% 13.0%"° 0.1
1.3 1.8 0.5
76.7% 70.3%° 0.2
4.4% 9.6%" 0.2
6.1% 3.8% 0.0
21% 2.6% 0.0
10.7% 13.7% 0.1
1.9 24 05
86.9% 88.1% 0.5
1.9% 2.0% 0.0
3.3% 1.4%° 0.0
1.0% 2.5%° 0.0
7.0% 6.0% 0.0
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All Incomes (millions of people)
Employer i
Medicaid and SCHIP
CHAMPUS/Medicare
Private Nongroup
Uninsured

Less than 100% of FPL (millions of people)
Employer
Medicaid and SCHIP
CHAMPUS/Medicare
Private Nongroup
Uninsured

100 to 199% of FPL (millions of people)
Employer
Medicaid and SCHIP
CHAMPUS/Medicare
Private Nongroup
Uninsured

200 to 299% of FPL (millions of people)
Employer
Medicaid and SCHIP
CHAMPUS/Medicare
Private Nongroup
Uninsured

300%+ of FPL (millions of people)
Employer
Medicaid and SCHIP
CHAMPUS/Medicare
Private Nongroup
Uninsured

Note: Excludes persons age 65 and older and those in the Armed Forces.

Hispanic
Coverage Distribution Change
within in Millions
Income Category of People
1994 2000 1994-00
104 126 2.2
35.5% 42.0%° 1.6
32.8% 28.5%" 0.2
1.2% 0.9%"° 0.0
2.0% 1.8% 0.0
28.5% 26.8%" 0.4
49 4.7 -0.2
10.4% 14.6%° 0.2
56.7% 47.7%"° 0.5
.0.3% 0.9% 0.0
1.3% 1.2% 0.0
31.3% 35.7% 0.1
28 38 1.0
38.7% 38.8% 04
19.1% 29.2%? 0.6
1.7% 0.9% 0.0
1.9% 1.6% 0.0
38.6% 29.5%* 0.0
1.2 2.0 0.8
721% 69.1% 0.6
5.0% 8.6%° 0.2
21% 0.7% 0.0
3.6% 2.6% 0.0
17.2% 19.0% 0.2
15 2.1 0.7
82.4% 82.1% 0.5
2.8% 4.1% 0.0
2.3% 0.9% 0.0
3.3% 2.9% 0.0
9.2% 10.0% 0.1

2indicates change in percentages is statistically significant {at the 5% level).
bIndicates change in percentages is statistically significant (at the 10% level). -

Source: Urban Institute, 2001. Based on data from March Current Population Surveys, 1995, 1999, 2001.

Which Children Are Still Uninsured

Other
Coverage Distribution Change
within in Millions
Income Category of People
1994 2000 1994-00
35 42 0.7
57.3% 59.0% 0.5
18.0% 18.3% 0.1
3.8% 1.4%* -0.1
3.9% 3.4% 0.0
17.0% 17.8% 0.1
9 1.0 0.0
15.0% 14.7% 0.0
48.5% 44.6% 0.0
3.7% 2.1% 0.0
3.9% 2.7% 0.0
28.9% 35.9% 0.1
6 8 0.2
$1.1% 52.0%° 0.2
22.2% 27.9% 0.1
9.4% 1.2% 0.0
3.4% 1.8% 0.0
23.9% 17.1% 0.0
L] 6 0.0
74.4% 68.9% 0.1
5.0% 10.2% 0.1
4.1% 1.0% 0.0
1.5% 2.2% 0.0
15.0% 17.6% 0.1
1.4 1.8 0.4
85.1% 83.1% 03
1.4% 2.5% 0.0
1.4% 1.3% . 0.0
5.1% 4.9% 0.0
6.9% 8.2% 0.0
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Health Insurance for Children

Enrolling Eligible Children
and Keeping Them Enrolled

Donna Cohen Ross and lan T. Hill

SUMMARY

Coverage under Medicaid and the State Chil-
dren’s Health Insurance Program (SCHIP)
provides low-income children with a vital link
to needed health care, yet a significant propor-
tdon of children eligible for these programs
remain uninsured. States have found that
expanding eligibility and marketing new pro-
grams are not enough to increase enrollment
of eligible uninsured children in public health
programs. States also need to simplify enroll-
ment and renewal procedures to make them
more family-friendly. According to survey data,
a key reason for underenrollment is that fami-
lies find enrollment and renewal procedures
too complex.

This article details the efforts that states have
made to increase enrollment in Medicaid
and SCHIP, and it offers recommendations
for strengthening these efforts. Although
barriers to enrollment and renewal still exist,
states are making progress in several ways,
such as:

D Simplifying eligibility procedures.

D Using community-based application
assistance.

D Eliminating procedural differences between
Medicaid and separate SCHIP programs.

The authors recommend that states continue to
simplify program requirements and procedures,
making it easier for children to enroll in Medic-
aid and SCHIP, retain coverage for as long as
they qualify, and transfer between programs
when necessary. In addition, outreach and com-
munity-based application assistance will continue
to be essental activities, along with developing
efforts to enroll children through other public
programs, such as the food stamp program.

Donna Cohen Ross is the divector of outreach at the
Center on Budget and Policy Priorities.

Ian T. Hill, M.P.A., M.S.W, is a senior research asso-
ciate at the Health Policy Reseavch Center at the
Urban Institute.

www.futureofchildren.org
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ealth insurance can make a striking differ-

ence in the lives of children and their fam-

ilies. It not only can influence whether a

child obtains needed health care, but it
also can affect a child’s school attendance and ability to
fully participate in school activities.! In addition, families
that lack health insurance are more vulnerable to finan-
cial stress than families with health coverage, making it
more challenging for them to meet the needs of their
children.? For the vast majority (84%) of low-income,
uninsured children, Medicaid and SCHIP can provide a
vital link to health care, improved participation in school,
and greater financial stability.® Yet, 6.7 million low-in-
come children who qualify for these programs remain
uninsured.® States’ experiences indicate that expanding
eligibility and marketing new programs are not sufficient
to reduce the number of uninsured children. To achieve
success, a combination of these strategies, supported by
ongoing, concerted efforts to facilitate the enrollment of
eligible children in health coverage and keep them en-
rolled, is needed.

Surveys indicate that the complexity of enrollment and
renewal procedures has deterred families with eligible
children from applying for health coverage. Thus, many
children appear to be going without insurance, not
because they do not qualify for existing programs, but
because their families have difficulty completing forms
and assembling the documents that states require them
to submit.> For example, a national survey found that
67% of low-income families with uninsured children eli-
gible for Medicaid had tried to enroll their children, but
only 43% had been successful, largely due to confusion
about the process and difficulty producing required doc-
uments.® Similar procedural barriers impede families from
completing the renewal process, causing their children to
lose coverage even when they remain eligible.”

With the creadon of SCHIP in 1997, much attention
was focused on the considerable flexibility states had to
design new children’s health coverage programs that
were free of enrollment obstacles. The surge of state
activity that followed led federal officials to emphasize
that states could also use this flexibility to remove barri-
ers in their existing Medicaid programs, making it easier
to coordinate children’s health coverage and to conduct
outreach, as the law requires.®
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Since the implementation of SCHID, intensive efforts to
publicize the availability of health coverage, simplify
enrollment procedures, and provide direct application
assistance to families appear to have contributed to a sig-
nificant reduction in the number of uninsured children.
Census data show that the number of uninsured chil-
dren declined by 1.7 million between 1998 and 2000
(from 15.6% to 13.3%). (See the article by Holahan,
Dubay, and Kenney in this journal issue for an analysis of
uninsurance trends using recent census data.) One rea-
son for this change was an increase in Medicaid and
SCHIP enrollment.

Yet, as children’s health coverage programs evolve, states
continue to grapple with the challenges of enrolling eli-
gible children and keeping them enrolled for as long as
they remain eligible. In addition, the need for outreach
has not diminished. An analysis of data from the 1999
National Survey of America’s Families by the Urban
Institute found that although more than 80% of all low-
income, uninsured children are now eligible for coverage
under Medicaid or SCHID, the parents of 62% of these
children have not heard of the program in their state or
do not know that enrollment in welfare is not a precon-
dition for participation.” Moreover, the need for outreach
is likely to increase further due to increased unemploy-
ment, which has caused more children to become eligi-
ble for publicly financed health coverage.
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This article reviews the strategies states have pursued to
achieve strong participaton in SCHIP and Medicaid,
including simplifying enrollment, reaching out to fami-
lies, and making it easier for families to renew their chil-
dren’s health coverage. The article also makes
recommendations about how states can strengthen their
enrollment and retentdon efforts. Because rigorous stud-
ies evaluating specific outreach strategies are largely
unavailable, the discussion relies heavily on case studies
and telephone interviews with both state officials and
representatives of outreach organizations.

Efforts to Simplify Enrollment

Since the late 1980s, states have taken a number of steps
that make it easier for low-income families to enroll
their children in public health insurance programs. Sim-
plifying eligibility procedures can remove barriers to
coverage and make it more likely that children retain
coverage for as long as they qualify,'® produce admiiis-
trative savings by reducing the time it takes to process
applications,!! facilitate effective outreach by making it
feasible for community organizations to assist families
with program applications,'? and help distinguish pub-
lic health insurance from the welfare system by elimi-
nating onerous procedural requirements that are a
vestige of Medicaid’s link to welfare.!?

This section provides a brief history of simplification
efforts and discusses common approaches that states
have taken to simplify health insurance enrollment for
children. Key strategies that states have adopted
include designing joint application forms for SCHIP
and Medicaid; eliminating asset tests and face-to-face
interviews; reducing the amount of proof of eligibility
" that parents must provide; and offering temporary,
immediate enrollment for children while their applica-
tions are being processed.

Historical Overview of Simplification Efforts

In the late 1980s, as states adopted significant Medicaid
expansions for pregnant women, infants, and young chil-
dren, they also began to implement a host of federal
options aimed at streamlining enrollment. They designed
simpler application forms, stopped countng assets (the
value of savings and vehicles) in determining eligibility,
and authorized providers to presume low-income preg-
nant women eligible and directly enroll them in Medic-

Enrollment and Retention

aid. During the early 1990s, as expanded Medicaid eligi-
bility for children was phased in, allowing more children
to qualify for Medicaid regardless of their family’s welfare
participation,'* states continued to simplify enrollment
for such children. (See the article by -Mann, Rowland,
and Garfield in this journal issue.)

By July 1997, 36 states had stopped counting assets in
determining Medicaid eligibility for children, and 22
states had removed the face-to-face interview require-
ment.!s In additon, states were implementing, to varying
degrees, the federal law requiring them to allow applica-
tions to be filed at outstation locations in certain hospi-

-tals and clinics.'® Overall, however, applying for Medicaid

still looked very much like the process of applying for
welfare. Most families had to visit a welfare office, com-
plete long, complicated forms, respond to intrusive ques-
tions, submit numerous documents to prove the
information provided on the application, and periodical-
ly file reports to confirm their ongoing eligibility.

As more and more families with children eligible for
Medicaid entered the workforce in the 1990s, due to
aggressive “welfare-to-work™ initiatives and a strong
economy, complying with such procedures became
even more problematic for many families. In addition,
although Medicaid administrative funds could be used
to conduct outreach, efforts to publicize the availability
of the program and ways to enroll were rare. Thus, as
the nation was on the brink of enacting a major new
expansion of children’s health coverage under SCHIP,
millions of children were eligible for Medicaid but
remained uninsured."”

Once federal SCHIP funds became available in 1997,
most states enthusiastically embraced the new opportuni-
ty to provide health coverage to more children. Support-
ed by favorable matching rates and a robust economy,
statcs further expanded eligibility for children’s public
health insurance and began to design programs with a full
menu of simplified procedures that had advantages for
both families and state agencies.

Common Approaches to Simplifying Enroliment

By January 2002, most states had adopted critical sim-
plification strategies, such as allowing families to apply
for Medicaid and SCHIP on the same form, disregard-
ing assets in determining eligibility, and eliminating

The Future of Children
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As states have simplified Medicaid and SCHIP enrollment
procedures, they also have focused attention on reaching out

to families and encouraging them to apply.

face-to-face interview requirements.'® (See the article
by Wysen, Pernice, and Riley in this journal issue.) At
the same tme, several optons that could further sim-
plify the application process were not being used to the
fullest extent possible. For example, a minority of states
had reduced or eliminated application verification rules
not required under federal law or adopted presumptive
eligibility for children,'® and efforts to link children to
health coverage when they applicd for other public
benefits were still in the beginning stages.?®

One simplification strategy that most states chose to
adopt was a common application form for SCHIP and
Medicaid. Of the 35 states with separate SCHIP pro-
grams, 33 have created joint application forms that
families can use to apply for either Medicaid or
SCHIP.2! A single application allows families to apply
for health coverage for their children by providing
information once and leaves it to program administra-
tors to determine the specific program for which a
child qualifies. Indiana reports that the use of a simple
joint application for its children’s Medicaid and SCHIP
program, Hoosier Healthwise, has saved on printing
costs and cut in half the dme state workers spend veri-
fying information provided by applicants. Iri addition,
the state has realized savings by marketing its Medicaid
and separate SCHIP programs as a single, coordinated
children’s health insurance program.?

Most states—44, including the District of Columbia—
also do not count assets (such as the value of savings
accounts or vehicles) in determining eligibility for chil-
dren in both their children’s Medicaid and separate
SCHIP programs. Eliminating asset tests removes
questions from the application and reduces the amount
of verification states require families to provide. Okla-
homa officials report a $1.2 million savings as a result
of removing the asset test for Medicaid, since the
administrative costs of asset verification exceeded the
cost of providing health benefits to children who
would not have qualified had assets been counted.??

In additon, all but four states no longer require a face-
to-face interview as a precondition of enrollment in both

their children’s Medicaid and separate SCHIP programs.
Allowing families to submit application forms by mail,
without a face-to-face interview at a government office,
can make the process less intimidating and more conven-
ient, particularly for working parents who are hard-
pressed to take time off from their jobs to apply and for
families with immigrant members who may be reluctant
to become involved with a government program. (See
the article by Lessard and Ku in this journal issue.)

A growing number of states have taken additional steps
to simplify the enrollment process even further. For

example, 13 states have eliminated requirements that

families provide proof to corroborate the income and
eligibility information on their applications (except proof
of the immigration status of a noncitizen applying for
coverage, which is required under federal law). General-
ly, these states then verify the income information fami-
lies provide by cross-checking with data from other
government agencies, such as the Social Security Admin-
istration and state departments of labor. Such data
matching can ensure program integrity while streamlin-
ing the enrollment process for families.?* Other states
have reduced the amount of required verification, asking
for fewer pay stubs than in the past and not demanding
proof of residency or children’s birth certificates. Still,
various studies indicate that the difficulties families face
in gathering all the required documents that states
require them to submit contribute to the delay or denial
of coverage to otherwise eligible children.?®

Some states have adopted another simplification option:
presumptive eligibility for children. Nine states allow it in
Medicaid, and six states allow it in their separate SCHIP
programs.®® Presumptive eligibility allows “qualified enti-
ties” such as health care providers, schools, WIC agen-
cies, Head Start programs, certain emergency food and
shelter programs, and agencies that determine eligibility
for public benefit programs to immediately enroll chil-
dren who appear eligible for coverage for a tcmporary
period while the family completes the application process.
In the meantime, a child can receive all covered services,
and providers can be reimbursed for delivering needed
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care during the presumptive period, even if the child uld-
mately is found ineligible for ongoing coverage. (See the
article by Klein in this journal issue.)

States can use other strategies to facilitate enrollment in
health coverage programs as well. For example, states
can explore methods to enroll children in health cov-
erage when they apply for other benefit programs. (See
the article by Horner, Lazarus, and Morrow in this
journal issue.) More can be done to facilitate develop-
ment of such approaches and encourage states to
implement them.

Using strategies like these to simplify enrollment pro-
cedures can have a marked effect on enrollment. For
example, Figure 1 illustrates the increase in Medicaid
enrollment in Ohio following implementation of mod-
est eligibility expansions and a host of simplification
measures. In addition to adopting modest coverage

Enrollment and Retention

expansions in 2000, the state reduced verification
requirements, revised its family-based application to
allow children and parents to apply as a single unit, and
improved systems to assure that families leaving welfare
did not lose Medicaid coverage inappropriately.
Between June 2000 and June 2001, children’s enroll-
ment in the state’s traditonal Medicaid program
jumped by 22%, and combined regular Medicaid and
SCHIP-funded Medicaid enrollment grew by 25%.%

Reaching Out to Families

As states have simplified Medicaid and SCHIP enroll-
ment procedures, they also have focused attendon on
reaching out to families and encouraging them to apply
for children’s health insurance. Community-based appli-
cadon assistance has become a common feature of out-
reach efforts, with a number of states providing financial

—

Figure 9

Ohio’s Medicaid Enroliment for Children, Families, and Pregnant Women, 1997 to 2001
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2Reflects enroliment in Ohio’s “regular” Medicaid program, which is coverage under Title XIX of the Social Security Act.

Source: Mann, C. Reaching uninsured children through Medicaid: If you build it right, they will come. Washington, DC: Kaiser Commission on Medicaid and the Uninsured, June 2002.
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assistance and training to support such activides. A few
states also are allowing managed care organizations to
participate in enrollment initiatives. Yet, states with sepa-
rate Medicaid and SCHIP programs stll face the chal-
lenge of aligning the two programs to make enrollment
more consumer-friendly and program administration
more efficient. This section describes how states are han-
dling these implementation opportunities and challenges.

Using Community-Based Application Assistance
Using community-based organizations to assist with
Medicaid and SCHIP enrollment, providing families
with direct help in applying for coverage, can be an
important complement to broad outreach and marketing
campaigns. Families often have frequent contact and
long-standing, trusting relationships with schools, child
care providers, faith-based organizations, and health and
human services providers. In many communities, staff
from these organizations may be the only link to families
that are unlikely to apply for coverage on their own, due
to a lack of awareness about publicly funded health insur-
ance, difficuldes understanding the application process,
or a mistrust of government programs. Community
organizations may also be in a unique position to reach
out to people who do not speak English, have concerns
about immigration status, or have work schedules that
prevent them from applying at established enrollment
sites open only during regular business hours.

Although under federal law only Medicaid agency staff
can determine eligibility for Medicaid, staff from com-
munity organizations can conduct the initial processing

. of applications, which includes explaining program rules

and benefits and helping families fill out forms, gather
required documents, and submit applications.?* In addi-
tion, federal SCHIP regulatons allow eligibility determi-
nation for separate SCHIP programs to be performed by
a wide range of endties, as determined by the state.?

States have supported the growth of community-based
application assistance with a combination of grants, con-
tracts, and training. Widespread support for community
application assistance is evident across the country.3?
Some states, including Illinois, Indiana, and New Mexi-
€0, have established enrollment sites in hundreds of loca-
dons and in a wide variety of settings, such as health
clinics, schools, Head Start programs, recreation centers,
and homeless shelters. To enable community groups to

conduct aggressive outreach and enrollment activities,
other states, including California, Massachusetts, New
Jersey, Ohio, and Pennsylvania, offer grants or pay appli-
cation-assistance fees of $20 to $50 for each application
that results in an enrolled child.*!

In the early years of SCHIP’s implementation, some
community organizations found application-assistance
efforts too time-consuming to sustain and, as a result,
stopped providing such assistance.3? As states have further
simplified application procedures, however, community-
based application assistance has become a more effective
and popular outreach tool. For example, a project run by
the Baldmore City Health Department, which helps
enroll children in the Maryland Children’s Health Pro-
gram, found that application-processing time was signifi-
candy reduced after the state implemented a self
declaratdon-of-income policy. Outreach workers who had

- previously spent a great deal of time helping families

gather necessary documentation were able to spend more
tme recruiting new families through door-to-door can-
vassing and identfying eligible children in Head Start
programs and schools. '

Despite the growth in community-based application
assistance, many children’s health insurance applications
still are submitted incomplete. For example, in California,
state officials reported in mid-2001 that roughly 70% of
applications were submitted incomplete, meaning that
information, a parent’s signature, or a verification docu-
ment were missing.®* A state report indicates that
between July 2001 and June 2002, roughly 44% of chil-
dren’s health coverage applications remained incomplete
20 days after they were submitted.® The help provided
by community application assistants, however, did appear
to make a difference in California: 63% of applicants who
received no assistance were approved for enrollment,
compared to a 79% approval rate for families who
received assistance. %

In addition, lessons Iearned by community-based organ-
izations engaged in outreach and cnrollment activities
can help inform ongoing simplification efforts. For exam-
ple, in 1999, initial attempts to reach out and enroll chil-
dren in Illinois’ KidCare program through a Report Card
Pick-Up Day enrollment campaign in the Chicago pub-
lic schools yielded poor results. Of the 4,600 applications
received, only about 1,000 were approved.¥” Feedback
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from school employees and community groups enlisted
to help implement the event revealed that families were
daunted by a difficult-to-understand 12-page application.
In response, the application was reorganized and short-
ened to 3 pages, and it was made clear that adults apply-
ing for coverage for only their children did not have to
provide their own Social Security numbers.

Involving Health Organizations in

Marketing and Enroliment

Enlisting managed care organizations (MCOs) and indi-
vidual health plans as partners in outreach and enrollment
initiatives offers opportunities, but also raises concerns
about potential conflicts of interest. During the 1980s
and 1990s, in the early years of Medicaid managed care
implementation, states identified instances of abusive
marketing practices by MCOs as they sought to attract
Medicaid recipients.

To prevent abuses, states have adopted practices designed
to carefully regulate these organizations’ activities. For
example, to protect beneficiaries’ access to information
and their freedom of choice in selecting a health plan,
states commonly prohibit organizations from conducting
door-to-door marketing, using enrollment gifts or incen-
tives, marketing in food stamp and welfare offices, and
providing inaccurate information to potential enrollees.
In addition, many states have hired “enrollment brokers”

Enroliment and Retention

to oversee the fair and systematic enrollment of Medicaid
eligibles into managed care.38%

Yet, the prospect of using MCOs’ marketing skills and
resources to help children enroll in public health insurance
programs is attractive to some states, and several have
enlisted the assistance of MCOs and health plans in SCHIP
and Medicaid outreach and enrollment efforts. Case stud-
ies of 10 states conducted in 2001 and 2002 found that
one-half of the states permit health plans to produce and
disseminate advertisements for SCHIP and Medicaid that
identify these plans as participating providers. All television,
radio, and printed marketng materials, however, must be
submitted to the state for review and approval. In two of
these five states, California and New York, health plan staff
are permitted to provide application assistance to prospec-
tive enrollees*® (see Box 1).

Aligning Enroliment Procedures in

Dual-Program States

States that created separate SCHIP programs designed
their new systems with a wide range of simplified proce-
dures, such as eliminating face-to-face interviews, asset
tests, and family income verification. These stratcgics arc
also allowed under federal Medicaid law; however, states
have not always simplified the process for children in
Medicaid to the same extent as in SCHIP*! Given that
more than two-thirds of uninsured, low-income children

]

Box 1
Partnering with Managed Care Organizations

Managed care plans are key partners in New York’s marketing and
enrollment strategies. This approach began in the early 1990s
when the state-funded Child Health Plus program relied exclu-
sively on managed care plans to enroll eligible children, and was
continued when the program began receiving federal matching
funds under SCHIP. As of 2002, virtually all participating health

in Marketing and Enroliment Efforts in New York

plans had contracts with the state to serve as “facilitated
enrollers.” Health plan staff can assist families in completing the
Child Health Plus application form, and must screen children for
both SCHIP and Medicaid eligibility, referring applications of those
children who appear Medicaid eligible to the appropriate county
social services agency.

Source: Hill, 1., Hawkes, C., and Harrington, M. Congressionally mandated evaluation of SCHIP: Final cross-cutting report on the findings from 10 state site visits. Wash-

ington, DC: U.S. Department of Health and Human Services, forthcoming.
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are eligible for “regular” Medicaid, not SCHIP, simplify-
ing the Medicaid program needs further attention.*?

Aligning the two programs makes enrollment easier for
families and for states and can help some families over-
come their concerns about participating.

Making Enrollment Easier

In states where the enrollment procedures for Medicaid
and SCHIP are not aligned, families face added barriers
to gaining coverage, with the larger burden often falling
on families with children eligible for Medicaid. Families
applying for the SCHIP program whose children turn
out to be eligible for Medicaid may be asked to submit
addivonal paperwork and undergo greater scrutiny to
complete the Medicaid eligibility process. In additon, in
states where Medicaid income-eligibility limits vary by
the age of the child,* children in the same family may be
eligible for different programs. In such situations, families
may have to navigate two sets of program rules and pro-
cedures to obtain coverage for all their children, a com-
plication that can override the advantages of a joint
application. Once enrolled, families may have to abide by
two sets of reporting requirements and respond to corre-
spondence from two different agencies regarding differ-
ent enrollment periods and renewal schedules. Bringing
all children in a family into the same health insurance pro-

© Children's Health CounciChris Connelly

gram could help prevent such complicatons and could
substantally improve the degree to which children in the
family receive uninterrupted health care.

States can use their broad flexibility to create Medicaid
programs that feature the same simple, streamlined pro-
cedures used in separate SCHIP programs. Moreover,
states can assure that all children are covered under the
same program by using the authornty they have under
Medicaid law or by using SCHIP funds to expand Med-
icaid beyond the minimum thresholds to establish a uni-
form Medicaid income-eligibility limit for all children
through age 18.

Abolishing procedural differences between Medicaid and
separate SCHIP programs also makes it easier for states
to administer the programs and allows them to more
effectively meet their responsibility to determine the
appropriate program for children applying for benefits.
Under federal law, states are required to screen all chil-
dren who apply for coverage under the separate SCHIP
program to identify those who appear to qualify for Med-
icaid, and children found eligible must be enrolled in
Medicaid.** This rule has become known as the “screen
and enroll” requirement. (Federal SCHIP regulations
also require state Medicaid agencies to adopr a process
that facilitates enrollment in the state’s separate SCHIP
program when a child is found ineligible for Medicaid at
initial application or redetermination.®®) Effective screen
and enroll procedures help prevent children from losing
out on coverage if a parent applies to the “wrong” pro-
gram and also ensure that children eligible for Medicaid
are able to receive the full benefits and cost-sharing pro-
tections that the program provides. The procedures also
permit the smooth transfer of children from one program
to the other if their family circumstances change.

A number of states with separate SCHIP programs,
including Indiana, Kentucky, Massachusetts, and North
Carolina, have taken steps to align their SCHIP and
Medicaid programs. They use similar methods to count
income in determining Medicaid and SCHIP eligibility,
have similar enrollment procedures, and allow eligibility
workers to determine eligibility for either program.*
Other states have improved coordination by screening
applicadons for Medicaid at a central location and then
forwarding them to the proper place for final eligibility
determination. In Flonda and Texas, the transfer occurs
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electronically; in Kansas and New Jersey, applications that
appear eligible for Medicaid are transferred to colocated
Medicaid eligibility workers for a final determination.*’

Some Families’ Concerns about Participating
Concerns have been raised that some families’ resistance
to enrolling their children in Medicaid could adversely
influence the effectiveness of the SCHIP screen and
enroll process. This resistance may stem from a number
of concerns, including the belief that the Medicaid
enrollment process is difficult to complete or intrusive,
fear on the part of families with immigrant members that
enrolling in Medicaid will jeopardize their immigration
status, worries about the availability of providers or that
providers will give substandard treatment, or the belief
that Medicaid participants are not treated with respect,
generally referred to as “stigma.”® In key informant
interviews conducted as part of SCHIP evaluations, out-
reach staff and family advocates report that some parents
feel intimidated or encounter rude treatment by local
social services staff. In additon, fears about being a
“public charge,” and the misconception that participa-
tion in Medicaid or SCHIP will hurt applications for cit-
izenship, may be more pronounced in states with large
immigrant populations.* However, a study of commu-
nity health center patients in 10 states found that,
among these barriers, the most significant in terms of
deterring families from applying for Medicaid were those
associated with the application process or confusion
about Medicaid eligibility.>

While some of these concerns may prompt potential ben-
eficiaries to indicate they do not wish to enroll their chil-
dren in a program, when families are given a better
understanding of the program and applicaton process,
they often reconsider and go forward with their applica-
tons. In California, for example, where the joint Medic-
aid /SCHIP application contains a check box (sometimes
called an “opt-out box”) for families to indicate if they do
not want their applications forwarded to Medicaid or
Healthy Families (the state’s separate SCHIP program),
between June 2001 and June 2002, about 30% of fami-
lies indicated they did not wish to have their applicatons
forwarded to Medicaid.>* Community-based application
assistants report that they are often successful in allaying
parents’ fears about Medicaid, dispelling misconcepdons
about the program, and persuading parents to enroll
their children. Most often, the factors that help persuade

Enrollment and Retention

parents to follow through with Medicaid enrollment are
that they do not need to go to a county social services
office to apply (but instead can complete the process by
mail) and that they do not necessarily need to change
doctors as a result of cnrolling in Medicaid.*?

In Georgia, where the joint Medicaid /SCHIP applica-
tdon formerly contained an opt-out box, families with
children who appeared to be eligible for Medicaid, but
had opted out, received a personal call from a Right from
the Start Medicaid (RSM) eligibility worker, who
cxplained the benefits of Medicaid. According to RSM,
between March 2000 and July 2000, only 460 families
out of 7,425 applying for PeachCare—about 1 in 17—
checked the Medicaid opt-out box. After a call from an
RSM worker, 260 of these families decided to complete
the applicaton process.?* Responding to concerns that
opt-out boxes may communicate misleading messages
about coverage programs (for example, possibly implying
incorrectly that Medicaid and SCHIP have the same
benefits), all but one of the five states that initally had
opt-out boxes eliminated them.

Despite the concerns expressed about participating,
research also indicates that families with eligible children
consider Medicaid to be a good program and would like
to enroll their children. For example, a national survey of
low-income parents found that the vast majority of par-
ents of both Medicaid-enrolled and -eligible uninsured
children agreed that Medicaid is a good program (94%
and 81%, respectively).?* In addidon, more than 9 in 10
parents of eligible uninsured children (93%) appeared
willing to enroll their children in Medicaid. Another
study conducted in California found that 70% of English-
speaking Ladno parents and 63% of Spanish-speaking
Latino parents said they would enroll their children in
Medi-Cal (the state’s Medicaid program) if the children
were found eligible 3

Many states tell much the same story in analyzing their
experiences with SCHIP, reporting that the steps they
have taken to improve Medicaid’s processes, marketdng,
and coverage strongly contributed to their enrollment
gains.> Given the research demonstrating that the barri-
ers to enrollment are largely related to process and are
not inherent to the program itself, states could use their
broad flexibility to re-create Medicaid programs that fea-
ture the same simple, streamlined procedures used in sep-
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arate SCHIP programs. In doing so, they could allay
many of the fears expressed by families who may be reluc-
tant to apply. Moreover, community outreach efforts can
be instrumental in helping families—particularly those
that have had difficulty applying for Medicaid in the past
or those with particular concerns, such as immigrants—
understand new, improved procedures.

Addressing Eligibility Renewal

Enrolling children in SCHIP and Medicaid is only the
first step in giving them access to health care. Policymak-
ers also must ensure that cligible children do not lose cov-
erage because of difficultes in renewing their health
insurance. States have adopted a number of strategies for
easing eligibility renewals, but despite these steps, signifi-

“cant barriers keep many families from renewing their chil-

dren’s health coverage.

Keeping Children Enrolled: A Continuing Challenge
Typically, states’ eligibility redetermination processes
under SCHIP and Medicaid work as follows: Between 60
to 90 days before the renewal date, computerized eligi-
bility systems send notices to parents, informing them
that their children need to reestablish eligibility. These
notices also may instruct parents that they must complete
a renewal form, usually enclosed with the notice, and
attach income verification. This initial contact may be fol-
lowed up by one or more reminder notices or postcards;
a few states make personal or telephone contacts. If the
family’s renewal form and documentation are not
received, its children are automatically disenrolled at the
termination date.

The problem of “churning” among children on
Medicaid—that is, when children are disenrolled
when the renewal process is not completed, only to
be reenrolled when parents learn: of the disenroll-
ment or when the children next need health care—
has been well documented.’” Nevertheless, state
officials did not fully anticipate potential retention
problems when designing their SCHIP programs,
placing more emphasis on designing streamlined
enrollment policies than on designing simple eligibil-
ity redetermination processcs.®® As a result, SCHIP
programs also experienced considerable churning
during the early phases of implementation.

As carly as mid-1999, when children in many states were
reaching the end of their first annual SCHIP eligibility
cycle, anecdotal reports from states indicated that large
proportions of children were losing their eligibility or dis-
enrolling.® Research has since confirmed the extent of
the problem. One study found that four of the five states
examined were retaining less than 50% of children who
were up for renewal,*® often because parents were unable
to complete the redetermination process or did not
respond to state renewal notices.

At the same time, state officials have struggled with the
question of what a reasonable rate of retention under
SCHIP should be. Because the program is explicitly
designed to serve children of low-income workers,
whose hours and employment status fluctuate, many
enrollees may lose eligibility when their parents obtain
new jobs that provide health benefits, or when their
parents lose income, thus making the children eligible
for Medicaid.

More recent evidence indicating high rates of disenroll-
ment, however, has raised concerns. For example, a study
found disenrollment rates of about 50% or higher at
renewal time in three of the four states studied, noting
further that roughly 25% of disenrolled children reen-
rolled within two months.®! The finding that many fam-
ilies obtained coverage again so soon after disenrollment
suggests that their children were probably dropped even
though they remained eligible. Sdll unknown is how
many of the children in families that did not attempt to
reenroll also may have been eligible at the point of disen-
rollment. Concerns that many eligible children may be
losing coverage at the point of renewal has made SCHIP
and Medicaid retention a high priority for federal and
state policymakers, as well as advocates and community-
based organizations.

State Strategies for Simplifying Renewal Policies
and Procedures

The attention focused on problems with retention, cou-
pled with guidance from the federal level on facilitating
renewal procedures,$? has spurred an increasing number
of states to simplify their eligibility renewal processes.
State efforts to simplify renewal policies and procedures
vary widely. Some of the more promising approaches are .
described below. -
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Less Frequent and “Off-Cycle” Renewal

A national survey of enrollment and renewal procedures
in children’s health coverage programs found that 42
states, including the District of Columbia, allow families
to renew coverage for their children under Medicaid and
separate SCHIP programs every 12 months, as opposed
to requiring families to renew children’s health coverage
more frequently.®® At least one state, Massachusetts,
allows parents to renew children’s coverage early, or “off
cycle,” when it is more convenient to do so (see Box 2).
Seventeen states also have adopted 12-month continu-
ous cligibility, which guarantees a full year of coverage
regardless of fluctuations in family income or other cir-
cumstances, for children in Medicaid and separate
SCHIP programs.

No Face-to-Face Interview

In addition, the survey found that almost all states—48,
including the District of Columbia—no longer require a
face-to-face interview with an eligibility worker when par-
ents renew children’s public health coverage.® As with
initial applications, mail-in renewal applications are more

Enroliment and Retention

convenient and desirable for parents who work or who
might be uncomfortable visiting a county welfare or
Medicaid eligibility office.

Joint Renewal Forms

The lack of coordination between SCHIP and Medicaid
eligibility renewal processes can create significant prob-
lems for families. Many states are applying their success-
es with joint SCHIP and Medicaid application forms to
the renewal process. Of the 35 separate SCHIP pro-
grams, 21 allow families to use a joint form to renew
coverage in both SCHIP and Medicaid.%® Joint renewal
forms save families from having to submit multple
renewal applications if changes in income or other cir-
cumstances require a shift in coverage from SCHIP to
Medicaid, or vice versa, or if families have children in dif-
ferent programs.

Less Oncrous Verification Requirements

Some states have reduced the amount of verification they
require at renewal, often requesting only documentation
of current income, or allowing families to self-declare

Box 2

“Member Express Renewal” Helps Families Retain Coverage in Massachusetts

Massachusetts has supported intensive efforts on the part of
community organizations to help get children enrolled in the
state’s Medicaid and SCHIP programs, collectively known as
MassHealth. Considering the investment in outreach, state offi-
cials and advocates were disappointed to learn that a large pro-
portion of families—about 20%—were not responding to renewal
notices at the end of the 12-month coverage period. As a result,
large numbers of children were losing coverage even though they
were likely to still qualify.

In response, health care administrators in Massachusetts decided
to apply the advances of community-based assistance to the
renewal process. With funding from the federal Centers for
Medicare and Medicaid Services, a procedure termed “Member

Express Renewal” was developed in which some families can opt
to renew their coverage “off cycle,” that is, before their scheduled
redetermination date, when they visit a community clinic or other
community location. For example, if a child were determined eli-
gible on January 1, 2002, he or she would not be due to renew
coverage until January 1, 2003. But, if the child were scheduled
for a pediatric care visit in September 2002, the parent could fill
out a simple form in the clinic waiting room and the child’s eligi-
bility could be extended until September of the following year.

To date, the results have been encouraging. Recent data show that
of the families permitted to renew via the “Member Express”
process (some beneficiaries, such as those also on food stamps,
are not permitted to do so), 100% received continued coverage.

Source: Comrespondence with Joshua Greenlierg, Health Care for All, Boston, MA, February 6, 2002.
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their income.%¢ In addidon, some states have begun to
preprint their renewal forms, for SCHIP in particular,
with some or all applicant informadon collected during
the inital applicaton. Families are required to update
only existing information that has changed.

Automatic or “Passive” Renewal

Changing the “default” action to continued coverage,
rather than disenrollment, for families that do not respond
to renewal notices offers an even simpler approach to eli-
gibility renewal. For example, Florida conducts what it
calls “passive renewal” under SCHIP. The state’s data sys-
tem generates a preprinted renewal form, which families
are required to return only if any information has
changed. A “nonresponse” is presumed to indicate that
nothing on the application has changed, and therefore the
child remains eligible. It is important to note that Florida’s
SCHIP program requires the payment of monthly premi-
ums as a condition of ongoing eligibility. Therefore, state
officials assume that if parents are contributing to the cost
of their coverage on a monthly basis, they must be living
in the state and participating in the program.

Recent rescarch has demonstrated the benefits of
Florida’s policy. While large drops in enrollment—
about 30% to 50%—were found in three states with
more traditional renewal procedures, in Florida, dis-
enrollment at renewal was only 5%. Thus, the passive
renewal procedure can sharply reduce disenrollment.”
South Carolina has introduced a similar process in its
Medicaid program.

Addressing Barriers to Renewal: Areas for
Improvement

Although the state experiences presented here demon-
strate that efforts to facilitate ongoing coverage and sim-
plify eligibility renewal appear to be working, case studies
and discussion with state and local officials indicate that
barriers to reenrollment still need to be addressed. (See
Box 3.)

Relying on a Mail-Based System

Most states send families notices and postcards remind-
ing them to renew cligibility. These notices often use
confusing bureaucratic language, and many state and

Many states still require families to resubmit extensive information
and documentation to renew their children’s health insurance.

local officials suspect that such language often results in
nonresponses that lead to disenrollment.®® Many offi-
cials believe that following up by phone or with in-per-
son reminders might yield a better response rate. For
example, county offices in North Carolina follow up
with personal phone calls to remind families about their
renewal deadlines, and in New York, the Bronx Health
Plan (which participates in the state’s SCHIP program,
Child Health Plus) makes home visits to remind fami-
lies of the need to renew eligibility.® In both of these
states, these follow-up strategies have reportedly
reduced rates of disenrollment.” In addition, state and
local officials interviewed during case studies as part of
national evaluations of SCHIP have speculated that
grace periods might allow children to retain eligibility
while enroliment entities conduct follow-up with non-
responding families.

Requiring Families to Resubmit Information and
Documentation

Many states stll require families to resubmit extensive
information and documentation to renew their children’s
health insurance, even though federal guidance issued in
August 2001 emphasized that states have the options of
using preprinted renewal forms and reducing verification
requirements.”* The federal government also requires
states to conduct reviews of ongoing eligibility using
information thar is already available to the state to the
extent possible (“ex parte eligibility reviews”). By con-
ducting such ex parte reviews, using program records
from food stamps, TANF, subsidized child care, or wage-
reporting databases, states can simplify administration
and reduce the risk that a family with an eligible child will
not complete the renewal process and thus be inappro-
priately denied coverage. (See Box 4.) Currently, howev-
er, no national data are available on the extent to which
states conduct ex parte reviews.

Charging Premiums

Most states with separate SCHIP programs charge pre-
miums, which may make parents less likely to renew
their children’s coverage. Imposing premiums has been
shown to have a negative effect on enrollment in subsi-
dized health insurance programs,”>”® but less is known
about the extent to which premiums affect rates of
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retention and families’ decisions regarding whether or
not to continue children’s coverage. One study found
that failure to pay premiums accounted for no more than
2% of all renewal outcomes among five states studied.”
On the other hand, a study by the U.S. General
Accounting Office found that up to 10% of children
enrolled in SCHIP lost coverage due to their parents’
failure to pay premiums.”® In additon, a case study of
New York found that children in the premium-paying
categorics under Child Health Plus churn more regular-
ly than children whose parents do not pay premiums.”®
Some health plan officials believe that many premium-
paying parents allow their children’s coverage to lapse
when children are healthy and then reenroll them when
medical care is needed.”” In most states, however, data
do not permit officials to conclude whether disenroll-
ment for nonpayment of premiums is due to the afford-
ability of those premiums or to some other reason, such
as a family moving out of state or a parent getting a new
job with health benefits.”®

Enrollment and Retention

More generally, current data systems limit the ability to
accurately measure retention and thus understand the
factors that may contribute to retention problems.
Recent research has found that SCHIP and Medicaid
data systems are highly variable, and often quite limited,
in their capacity to report on cutcomes of the eligibility
renewal process.”” Some states do not collect data on eli-
gibility redeterminatdons per se; rather, these states main-
tain broader “casc closurc” databascs that compile
information on all closures, whether or not they occur at
renewal. Even among those states that do maintain
records specific to redetermination, the codes, defini-
tons, and classifications of various data elements vary dra-
matically, thereby making aggregaton and cross-state
comparisons very difficult; if not impossible.

Gonsiderations for the Future

The current environment is challenging for children’s
health insurance programs. Because of an economic
downturn that began in 2001, states have come under

Box 3
Strategies to Improve Retention in Louisiana

In Louisiana, improving retention started in 2001 with the devel-
opment of systems to track the reasons why children were losing
coverage. Computer codes were initially vague, indicating that
cases were closed for “failure to cooperate.” New codes were
established to provide more explicit information, such as “failed to
return form,” “failed to return verification,” or “mail not delivered.”
Another beginning step was to change the vocabulary used in
forms, manuals, and in conversation with program participants.
“The word ‘redetermination’ is welfare-speak,” said one state offi-
cial. “The term ‘renewal’ makes more sense to families and is a
lot friendlier.”

The state then piloted a host of new strategies which now have
become part of the renewal process. Caseworkers first search the
computer to see if children are receiving other benefits, such as

food stamps. If they are, then family income is automatically veri-
fied and health coverage is continued. For families whose health
coverage cannot be continued automatically, the state created a
new, simple renewal form. Although families are asked to return
proof of income with the form, if the form is returned without it,
coverage will not be terminated if wage information available from
the Department of Labor confirms that the child still qualifies.
Finally, the state is taking steps to track the performance of local
Medicaid offices to ensure caseworkers understand and follow
these new procedures.

This concerted effort to assure that children retain health cover-
age for as long as they remain eligible is showing success.
According to state data, case closures for procedural reasons
have declined from around 25% to less than 10%.

Source: Correspondence with Ruth Kennedy, Louisiana Department of Health and Hospitals, February 2, 2002.

.
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Box 4

Using Information from Food Stamp Reviews to Automatically Renew Medicaid in Washington

In Washington State, county community service offices (CSOs)
automatically renew health coverage for children in families that
have an open case for other benefits such as food stamps, using
the latest information the family has supplied to the food stamp
program. When the family comes in for a food stamp eligibility
review, the caseworker automatically performs a Medicaid review
at the same time. If eligible, the child is certified for 12 months of

coverage and does not have to go through the Medicaid renewal
process at the original 12-month mark. The next Medicaid renew-
al date would be scheduled 12 months from the food stamp review,
extending coverage for the child and reducing administrative bur-
dens on the family and the state agency. After this policy and oth-
ers were implemented, Washington’s Medicaid retention rate for
children who also had food stamps improved dramatically.

Source: Conversation with David Hanig, Washington Department of Social and Health Services, February 2002,

serious pressure to curb spending, and many are con-
sidering a range of measures to limir enrollment in
their Medicaid and SCHIP programs, including
retracting eligibility, freezing enrollment, and curtail-
ing high-profile media campaigns. Some states already
have begun such actions. At the same time, the need
for public insurance programs likely has increased.
Many working families have lost jobs or have had work
hours cut back and, as a result, may have lost their
employer-based coverage or their ability to pay out-of-
pocket costs associated with health coverage.® Parents
whose children now qualify for coverage under SCHIP
or Medicaid will need to obtain health coverage for
their children without delay.

Prompt enrollment in Medicaid or SCHIP ensures
continuity of care for a child with current medical
needs and protects families from financial exposure
should a medical need arise. Preserving simplified pro-
cedures and outreach efforts will help eligible children
gain access to existing health coverage programs and
help reduce the degree to which elevated unemploy-
ment causes an increase in the number of uninsured
individuals.

Some specific simplification steps are of particular
importance. For example, states can take steps to:

D Ease transfers between Medicaid and SCHIP.

State procedures should allow children to transfer
smoothly from the state’s separate SCHIP program
into Medicaid if financial hardship warrants the
change. A shift into Medicaid would relieve eligible
families of any cost-sharing requirements imposed by
the SCHIP program and would ensure families the
benefit package and other protections the Medicaid
program provides. Families should be apprised that
such a transfer is possible when the need ariscs, even
if a child is in the midst of the SCHIP enrollment
period, and families should not have to submit a new
application, although documentation of their new
income may be requested.

D Eliminate waiting periods. Although federal regula-

tions do not require it, many states impose waiting
periods in their children’s health coverage programs in
an effort to discourage “crowd-out,” or the substitu-
tion of public coverage for private insurance. In states
that have waiting periods, children are required to be
uninsured for the duration of the waiting period before
they are allowed to apply for public coverage. While
states with waiting periods generally exempt children
whose parents have lost employer coverage through no
fault of their own, this protection does not usually
extend to families who find the premiums charged by
private plans to be unaffordable. Children subject to
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waiting periods may experience harmful gaps in cover-
age that can be particularly problematic for children
with urgent or chronic medical conditions.

To reduce the potential dangers of coverage gaps,
states can eliminate waiting periods or shorten their
duration. Alternatively, following the lead of states
like California, Colorado, Connecticut, Michigan,
New Jersey, Texas, and Washington, states may
exempt from waiting periods families whose children
are covered by costly individual policies or whose pre-
miums are considered unaffordable. Or, like North
Carolina, states may opt to exempt children with spe-
cial health care needs from waiting periods.?! Pre-
sumptive eligibility can also speed the enrollment of
children who appear to qualify for SCHIP or Medic-
aid, allowing their parents time to gather documents
the state requires before children can be enrolled.

D Enroll children through other benefit programs.
Because most of the information needed to make a
health coverage eligibility determination is collected
when a family applies for other programs, states need
to take affirmative steps to ensure that children are
linked to Medicaid and SCHIP when their families
seck other assistance. Families affected by increased
unemployment are likely to rely on public benefits to
help them weather hard times. From October 2000
to October 2001, for example, the number of food
stamp participants increased by 1.4 million?? and
approximately three-quarters of food stamp house-
holds include children. Thus, procedures to enroll
children in Medicaid or SCHIP when their families
apply for food stamps could help ensure that chil-
dren’s health needs are met when their families are
under financial stress.

DImplement easy renewal procedures. During an
economic downturn, it is particularly important to
help families retain Medicaid and SCHIP coverage
for as long as they are cligible, since they are less like-
ly to be leaving the program because they have found

Enroliment and Retention

private coverage through an employer. Families
should be able to complete the renewal process easi-
ly, by mail, and without having to produce informa-
tion that has not changed since the initial application.

D Continue outreach and public information.
Although states may be under pressure to dispense
with the health insurance public education and media
campaigns that have been popular over the past sev-
eral years, outreach will continue to be crucial during
hard economic times. A national survey by the Urban
Institute found that, in 1999, almost two-thirds
(62%) of parents of low-income, uninsured children
were either not aware of any child health insurance
program in their state or did not know that enroll-
ment in welfare was not a precondition for participa-
tion.®? Although extensive outreach in recent years
has presumably increased families” awareness of both
Medicaid and SCHIP, it is likely that many newly
unemployed families with long-standing stable work
histories or employer-based coverage will need infor-
mation about available public coverage. Outreach
messages can be crafted especially for this new audi-
ence, alerting them to the availability of Medicaid
and SCHIP for their children and to the possibility of
obtaining covcrage for parents.

Over the past five years, states have made substantial
gains in making health coverage available to unin-
sured children and facilitating their enrollment. Yet,
continued efforts to simplify enrollment and renewal
procedures and to align Medicaid and SCHIP rules
are needed to ensure that the programs reach their
full potential. A weakening economy could lead states
to enact eligibility cuts or procedural changes that
could undermine the progress achieved in reducing
the numbers of uninsured children. The challenge
now is to sustain the progress that has been achieved
and to continue to advance efforts to ensure that eli-
gible children and parents are aware of and able to
obtain available health coverage.
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Special Populations

Special Populations

EDITOR’S INTRODUCTION

A challenge for any health insurance program,
public or private, is reaching and serving the
most vulnerable groups of children. Difficult-
to-serve children tend to fall through the
cracks of systems that provide adequate cov-
erage for most other children. The “Special
Populations” section focuses on the particular
challenges of providing health coverage to
three groups of children: immigrant children,
adolescents, and children with special health
care needs. Both immigrant children and ado-
lescents tend to be overrepresented among
the 9 million children who remain uninsured.
For example, high rates of uninsurance persist
among immigrant children despite the fact
that most are eligible for public programs.
Adolescents, who were initially excluded from
public coverage, are also less likely to have
coverage than younger children. Although
children with special health care needs tend to
have insurance coverage, their frequent use of
health care services provides an important test
of the programs’ effectiveness in meeting chil-
dren’s health needs. The articles in this sec-
tion describe the unique characteristics of
these three groups of children, the gaps in

their coverage, and efforts to improve their
access to appropriate care.

The first article, by Lessard and Ku, notes that
one of the most important risk factors for lack
of health coverage is a child’s family immigra-
ton status: About one-third of the nation’s
low-income, uninsured children live in immi-
grant families. Furthermore, because children
of immigrants constitute a growing share of all
American children and are increasingly dis-
persed across the United States, their health has
become an issue of national concern. The art-
cle describes the barriers to health care that
these children face, such as limited federal eligi-
bility, and language and cultural barriers. Sever-
al solutions are explored, including restoring
and expanding federal eligibility rules for Med-
icaid and the State Children’s Health Insurance
Program (SCHIP) without regard to a child’s
immigration status, providing language assis-
tance, and developing culturally appropriate
outreach efforts.

The second article, by Brindis, Morreale, and
English, explores why adolescents (defined as
young people ages 10 to 19) are less likely than
younger children to have health coverage. As
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the authors note, about one in every seven ado-
lescents has no health insurance. Lack of insur-

ance coverage among adolescents is a concern
because, as the authors explain, access to care
during this critical developmental period helps
prevent the onset of unhealthy, risky behaviors
that can lead to chronic health problems. Dur-
ing adolescence, children experience a number
of changes—physical, emotional, and cogni-
tive—and their health needs differ from those of
younger children. For example, adolescents may
need scrvices for health issues such as pregnancy
or substance abuse. The article describes several
strategies for improving access to health care for
adolescents by developing specialized outreach
materials and providing specific information
about confidentiality protections.

In the third article, Szilagyi examines how well
public health programs meet the needs of chil-
dren requiring special care (broadly defined as
children with chronic physical, mental, develop-
mental, or behavioral needs who may require

special services). With their consistent patterns -

of high need and use of services, children with
special health care needs are expensive to serve.

A recent survey indicates that although children
with special needs represent a relatively small
proportion of the total population of American
children (12% to 14%), they account for almost
50% of all health care expenditures. While most
children with special needs have good access to
care and good relationships with health care
providers, a significant portion do not. For
example, nearly one in ten lacks a usual source
of care, and about one in five has difficulties
with referrals. Strategies for strengthening pub-
lic programs for children with special needs
include broadening benefits, ensuring adequate
provider networks, increasing collaboration and
coordination across programs that serve these
children, and eliminating the mandatory wait-
ing period under SCHIP.

By providing some insight into the challenges
involved with providing health coverage for
these uniquely vulnerable groups of children,
these articles underscore the necessity of
designing public programs that provide
health coverage for children who sometimes
encounter greater obstacles to receiving need-
ed health services.
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Health Insurance for Children

Gaps in Coverage for Children

1€S

in Immigrant Famil

Gabrielle Lessard and Leighton Ku

ne in every five American children is a

member of an immigrant family.! Despite

their substantial numbers, these children

are much less likely to have health insur-
ance and ready access to health care than children in
nativc-born citizen families. Family immigration status
is, in fact, one of the most important risk factors for the
lack of health care coverage among children in the
United States. About one-third of the nation’s low-
income,? uninsured children live in immigrant families
(sce Figure 1). Almost all of these children meet the
income requirements for eligibility for Medicaid or the
State Children’s Health Insurance Program (SCHIP),
but for various reasons they are not enrolled. For exam-
ple, some of these children are ineligible for Medicaid
and SCHIP because of immigrant eligibility restrictions.
Many others are eligible but not enrolled because their
families encounter language barriers to enrollment, are
confused about program rules and eligibility status, or
are worried about repercussions if they use public ben-
efits. Not only are children of immigrants more likely to
be uninsured and less likely to gain access to health care
services than children in natve families, but communi-
cation barriers can also result in immigrant children
receiving lower-quality services.

The linguistic, cultural, legal, and socioeconomic cir-
cumstances of immigrants pose special challenges and
opportunities for policy officials and health care practi-
tioners seeking to provide health care and health insur-
ance coverage to children in immigrant families. And

because children in immigrant families constitute such
a large share of the nation’s uninsured, successfully
reducing the total number of uninsured children
depends in large measure on how well the needs of
immigrant families are addressed. Furthermore, immi-
grants are increasingly a concern for every state.
Although immigrants traditionally have been concen-
trated in a handful of states—California, Florida, New
Jersey, New York, and Texas—an increasing number
are relocating throughout the country in pursuit of
employment. Seventy percent of immigrants still reside
in California, Florida, New Jersey, New York, and
Texas, but the immigration growth rate during the
1990s was highest in southern and central states such
as Iowa, Nevada, North Carolina, and Virginia.}
Health care and social service providers across the
country are learning how to adjust their services to
accommodate the needs of immigrant families.

Federal, state, and local policies and practices can either
promote or undermine insurance coverage and access to
care for this large but underserved population. This arti-
cle discusses the barriers immigrant children face in
securing health coverage and quality care and describes

Gabrielle Lessard, ].D., is a staff attorney at the
National Immigration Law Center.

Leighton Ku, Ph.D., M.P.H.,, is a senior fellow in health
policy ar the Center on Budget and Policy Priovities.
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Figure 1

Low-Income, Uninsured Children by Citizenship Status

. Citizen Children with
Native Citizen Parents

/ Noncitizen Children

Citizen Children
with Noncitizen
Parents

/

/ \
Citizen Children with

Naturalized Parents

Source: Center for Budget and Policy Priorities. Current Population Survey, based on an analysis of the 6.7 million uninsured children in families with incomes below 200% of

the FPL in the year 2000, March 2001.

strategies that have been adopted to overcome these bar-
niers. The article concludes with policy recommenda-
tions and suggestions for future steps to improve public
health insurance programs for immigrant children.

Children in Immigrant Families—
A Diverse Population with Shared Concerns

Speaking of “children in immigrant families” as a
homogeneous group is misleading because these chil-
dren are extremely diverse. Immigrant families come
from every country in the world, speak a multitude of
languages, and bring a host of cultural traditions to
their new homeland. Most children in immigrant fam-
ilies are U.S.-born and therefore are native citizens
whose parents are immigrants, but many other chil-
dren are foreign-born noncitizens. Despite this diversi-
ty, immigrant familics have shared challenges and
concerns. This section details some of the most com-

mon barriers that impede immigrant families’ access to
health coverage, including federal eligibility rules and
fear of jeopardizing immigration status. The section
also describes communication barriers that can influ-
ence the quality and cost of health care that immigrant
families receive, as well as their use of health services
and satisfaction levels with their health care.

Barriers to Securing Health Insurance
Coverage

Regardless of immigration status, children from low-
income families often lack adequate health insurance.
But immigrant children are uninsured in even greater
numbers than their low-income peers in citizen fami-
lies,* a disparity that has increased over time. For exam-
ple, in 2000, about one-half of low-income noncitizen
children and more than one-quarter of low-income cit-
izen children with noncitizen parents were uninsured
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(see Figure 2). In comparison, one-sixth of low-
income children from citizen families lacked coverage.®
Moreover, the share of low-income noncitizen children
who were uninsured increased by seven percentage
points from 1995 to 2000, while the share of low-
income citizen children who were uninsured fell by 2%
during the same period (see Figure 3).

One key factor that affects these children’s health cov-
erage is the economic and employment status of their
immigrant parents. A disproportionate share of immi-
grant parents hold low-wage, poor-quality jobs that do
not offer employer-sponsored insurance coverage, so
their families lack access to private insurance coverage.®
Other factors, discussed below, also contribute to their
weak insurance coverage, including federal eligibility
rules, fears of jeopardizing immigration status, and lan-
guage and cultural barriers.

Gaps in Coverage for Children

Federal Eligibility Rules

Medicaid and SCHIP are not available to many immi-
grant children becausc of eligibility restrictions
imposed by the 1996 welfare reform law. Immigrant
families have varied immigration statuses that confer
different legal rights and affect the extent to which
these families are eligible for public programs such as
SCHIP and Medicaid (see Table 1). Moreover, the

*immigration status of children in the same family may

differ. As a result, a foreign-born child may be ineligi-
ble for insurance coverage, while his or her younger,

U.S.-born sibling is eligible as a native citizen.

As Figure 3 shows, the share of noncitizen children
covered by Medicaid, and later SCHIP, dropped by
nearly eight percentage points from 1995 to 2000.
Other studies have found that citizen children in immi-
grant families also lost Medicaid coverage after the

Figure 2

Insurance Status of Children in Families with Incomes Below 200% of the Federal Poverty Level,

by Citizenship Status, 2000

100
19.0 :
22.4 204
80
28.6
KEY: z 60 462
g 2.7 ’ 431
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[J Job-Based Insurance 40
[ Medicaid or SCHIP 197 a7 "
20 :
[} other Insurance® 26.7
164
[} Uninsured 0 , |
Noncitizen Citizen Children with Citizen Children with
Children Noncitizen Parents Citizen Parents

8ncludes other private and public insurance such as private nongroup insurance or Medicare.

Source: Center for Budget and Policy Priorities. Current Population Survey, based on “verified” insurance data from March 2001.
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Table 1

Simplified Guide to Immigration Status and Federal Eligibility for Medicaid and SCHIP

Immigration Status

Definition

Program Eligibility Status

Native citizen

Naturalized citizen

Lawful permanent resident

Refugee/asylee

Undocumented alien

Other lawfully present
immigrants

Born in the United States

Foreign-born, but became a U.S. citizen through

"naturalization

Noncitizen with permission to live and work
permanently in the United States; has a
“green card”

Admitted to the United States because of fear of
persecution in the home country

Either entered the United States without permis-
sion or violated the terms of his or her visa

Includes foreign-born people with temporary
visas (for example, students, work visas, tourists),
persons granted temporary protected status,
applicants for asylum, and others with pending

Eligible

Eligible

Under 1996 welfare law, those admitted after
August 22, 1996, are ineligible during their first
five years in the United States, but may receive
emergency medical treatment during this period.
Other immigrant-specific eligibility rules may
pertain even after the five-year period expires.

Eligible tor at least first seven years in the
United States, under 1996 welfare law

Not eligible, but may receive emergency
medical care

Not eligible, but some may receive emergency
medical care

immigration status

Source: National Immigration Law Center. Guide to immigrant eligibility for federal programs, 4th ed. Los Angeles, CA: NILC, 2002.

—

1996 welfare law was passed.”® The decline in
approved applications for immigrant families is prima-
rily attributable to a decline in application submissions.
Considering the substantial changes in welfare regula-
tions and requirements, immigrant familics may not
have applied because they were unclear about their eli-
gibility status or were fearful that they would be
reported to the Immigration and Naturalization Ser-
vice (INS).1°

Although qualified immigrants become eligible to
receive federal benefits after five years of U.S. residency,
other rules interferc with their access to benefits, includ-
ing health insurance. For example, people who immi-
grated through family “sponsors”!' may have their

e

sponsors’ income counted in determining eligibility.
This “sponsor deeming” rule applies even if the spon-
sor lives in a separate houschold and does not actually
contribute to the immigrant’s financial support. Spon-
sor deeming will likely make a majority of low-income
immigrants ineligible for benefits, even after five years
have passed.!? Moreover, if an immigrant uses certain
benefits, including Medicaid and SCHIP, his or her
sponsor can be required to repay the government for
the value of the benefits used until the immigrant
becomes a citizen or has had approximately 10 years
employment in the United States. Together, these
requirements impose tough barriers to securing health
coverage, even when immigrant children are eligible.
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In 1998, as states began to implement SCHIP, they
began efforts to identify and enroll low-income, unin-
sured children. At the same time, this effort brought to
light the paradoxes regarding the insurance coverage of
immigrant children. While the 1996 welfare law made
recent immigrant children ineligible, data about insur-
ance coverage of children showed that a large share of
uninsured children—about one-third—lived in immi-
grant families. To reach cidzen children in immigrant
families, state and local organizations developed initia-
tives to reach immigrant families, such as conducting
outreach in multple languages and engaging trusted
community organizations to help identify and enroll

Gaps in Coverage for Children

these children. As seen in Figure 3, Medicaid or SCHIP
participation of citizen children in noncitizen families
recovered somewhat by 2000, suggesting at least partial
success of ethnically oriented outreach efforts.

Despite these efforts, citizen children in immigrant
families remain much more likely to be uninsured than
children in native-born families. Children with one or
more undocumented family members appear to have
the highest levels of poverty and uninsurance.!®!*
Undocumented persons are ineligible for Medicaid and
SCHIP, except for emergency Medicaid services.
Because undocumented persons cannot work legally,

L 1
Figure 3
Changes in Insurance Coverage of Children in Families with Incomes Below
200% of the Federal Poverty Level, by Citizenship Status, 19952000
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because of language barriers.

they are subject to exploitation in the labor market and
encounter special difficulties securing private health
insurance for their families.'®

Fear of Jeopardizing Immigration Status

Even when eligible for public health insurance cover-
age, immigrant families often do not enroll, because
they fear that receiving benefits might jeopardize fam-
ily members’ immigration status. For example, U.S.-
born children of undocumented immigrants are
qualified to receive Medicaid or SCHIP, but their par-
ents may be reluctant to enroll them because of fear of
exposing their own status. Moreover, in the mid-
1990s, immigration and consular officials began to
scrutinize immigrants’ use of health care benefits.
Immigrants learned that their use of health benefits
categorized them as “public charges” (an immigration
term for people who depend on public aid), jeopardiz-
ing their residency. People deemed public charges can
be denied entry to the United States, denied reentry
after travel abroad, or refused lawful permanent resi-
dency. Some officials told immigrants that to remain in
or reenter the United States, they would have to repay
Medicaid benefits that they or their children had legit-
imately received.'®

In light of public health concerns raised by health care
providers, state and county governments, advocates,
and the immigrant community, the INS clarified that
the use of health care programs such as Medicaid and
SCHIP (other than long-term care) should not be
considered in public charge determinations.!” Yet a sur-
vey conducted in 2000 found that about three-quar-
ters of low-income immigrants continue to believe that
there may be some negative repercussions—for exam-
ple, inability to get a green card or become a citizen—
if they or their children receive public benefits such as
Medicaid or food stamps.!®

Language and Cultural Barriers

Given the cultural and linguistic diversity of immigrant
families, many encounter problems securing health
coverage because of language barriers.! A recent study
of low-income Latino immigrants and their children

" Given the cultural and linguistic diversity of immigrant
families, many encounter problems securing health coverage

suggests that a lack of English proficiency is an impor-
tant risk factor for being uninsured.?® The study found

‘that low-income noncitizen immigrants who primarily

spoke Spanish were less likely to have insurance cover-
age for their children or themselves than similar non-
citizen immigrants who spoke English. An immigrant
with limited English proficiency may have poorer

_access to insurance for diverse reasons: He or she might

not understand outreach messages, be aware of public
insurance programs, or be able to complete an applica-
ton for Medicaid or SCHIP, and might have difficulty
getting a high-quality job that offers health benefits. In
addition, those with limited English have often been in
the United States for a shorter time, are less accultur-
ated, and have poorer educatonal backgrounds than
those with stronger English skills.

Finally, the need to secure insurance to help defray the
high costs of medical care may simply be an unfamiliar
concept to some immigrants, especially those from
countries with universal health care and state-run
health care systems. Nonetheless, cultural preferences
for health insurance probably do not differ greaty. For
example, when employers offer insurance to noncitizen
Latino workers, about 80% accept the insurance, a rate
similar to that of white and Latino citizen workers.?!
The study suggests that immigrants, like citizens, want
health insurance; they simply face more barriers to
obtaining coverage.

Barriers to Accessing Quality Health Gare

The challenge of improving health outcomes for chil-
dren in immigrant families is affected not only by difh- ®
culties in securing health insurance coverage, but also
by the limited access these children have to quality
health care. Children in immigrant families have less
access to health care than similar children in citizen
families, and they may receive less-satisfactory health
care services.?>?* More than one-cighth of low-
income, U.S.-born children with noncitizen parents
and more than one-quarter of low-income noncitizen
children do not have a “mecdical home”— that is, a
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usual place to get health care. As shown in Figure 4,
these rates are two to four times higher than those for
children of citzens with similar income levels.?® For
about one-half of the children of immigrants, a clinic
or hospital outpatient department is their usual source
of care. Many of these safety net providers are strained
by resource limits or are able to offer only limited serv-
ices.?¢ In addition, case stidies in high-immigration
cities indicate that immigrants often use low-cost or
unregulated forms of health care, such as informal or
unlicensed health care providers, self-diagnosis, or
medications purchased in questionable settings.?”

Even after adjusting for race, income, education, health
status, and similar factors, children in immigrant fami-
lies—including both foreign- and U.S.-born chil-
dren—have significantly less access to primary medical
or dental care than children in native-born citizen fam-
ilies.?® Children in immigrant families also use emer-
gency room services less than those in citizen families,

Gaps in Coverage for Children

contrary to the notion that those with poor access to
primary care overuse the emergency room.?”

The lack of medical homes for children in immigrant
families is not surprising given their problems securing
insurance coverage. Like most people, children of
immigrants have substantally better access to health
care services when they have insurance. Nonetheless,
data show that even insured children of immigrants
have poorer access to hcalth care services than insured
children in native citizen families. These data suggest
that children of immigrants face other, nonfinancial,
barriers to health care.

The most significant nonfinancial barrier appears to be
the communication problems that occur when physi-
cians, nurses, receptionists, and other health care staff
fail to provide interpreters or other language assistance
for pauents with limited proficiency in English. As the
next secton details, language barriers can impede
immigrants’ access to and use of health care, as well as

L

Figure 4

Usual Source of Medical Care for Low-Income Children, by Citizenship Status, 1987
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the quality of care they receive and their satisfaction
with that care. Language barriers may also lead to
increased costs.

Language Affects Access and Use

Language barriers can prevent eligible immigrants from
applying for programs and visiting health care
providers.? For example, Latino parents have reported
that language barriers are the leading problem they face
in obtaining care for their children.?% In one study,
one-half of Spanish-speaking Latino parents could not
complete Medicaid applications for their children
because the forms were not translated, and interpreter
assistance was not available.®* Chinese, Korean, and
Vietnamese parents have reported similar problems,3

In another study, nearly one-fitth of Spanish-speaking
Latinos said they did not seek needed care either
becausc the doctor did not speak Spanish or there was
no language interpreter-available.*® One recent analysis
found that the probability of having seen a physician
during the prior year was substantially higher for low-
income children of immigrants who spoke English
than for children whose immigrant parents primarily
spoke Spanish.?”

Problems may be even more severe for immigrants
who speak less common languages, such as Viet-
namese, Chinese, Korean, Haitian Creole, or Russian,
for which bilingual health staff or interpreters are hard-
er to find. Similarly, problems may arise when health
care providers do not understand their patients’ cul-
tures or health beliefs.

Language Affects Quality and Patient Satisfaction
Language barriers also affect the quality of care that
immigrants receive and their sausfaction with that care.
Spanish-speaking parents have reported that their chil-
dren have received misdiagnoses, poor medical care,
and inappropriate medications because of language
problems.?® In a recent survey, more than one-quarter
of patients who needed—but did not get—an inter-
preter reported that they did not understand instruc-
tions about how to take their medications.?® The same
study indicated that these patients were also less likely
than those who had interpreters to have been told
about financial assistance available for medical bills.

Noncitizen parents who spcak Spanish are much less
likely than English-speaking immigrant parents to
report that their child’s physician listened to them and
explained things clearly.*® Not surprisingly, research
shows that Spanish-speaking Latinos were much less
satisfied with medical care than English-speaking Lati-
nos or English-speaking non-Latinos.*!

Language May Increase Costs

Communication problems may also increase the cost of
care. A study of pediatric emergency room patients
found that the average charges for medical tests were
significantly higher, and that emergency room stays
were longer, when language barriers existed between
physicians and patients’ families.*?

In summary, children in immigrant families face major
obstacles to securing health coverage and, once they

- have access, to receiving quality health care. Barriers to

access include federal rules that restrict eligibility for
public programs, and fears about jeopardizing immi-
gration status by participating in public programs.
Once families have access, communication barriers can
negatively affect the quality and cost of care that they
receive, as well as the frequency with which they use
health scrvices for their children.

Strategies for Expanding Access

Recognizing that eliminating barriers to insurance and
health care access will improve public health, many
states and local communities have developed strategies
for covering immigrant children within the boundaries
of federal immigrant eligibility restrictions. This section
highlights some of the strategies that states, communi-
ties, and nonprofit organizations have developed to
strengthen insurance coverage and access to care for
children in immigrant families.

State-Funded Replacement Programs

States can use their own funds to provide health cover-
age to children whose immigration status makes them
ineligible for federally funded services. As of September
2002, 23 states (including the District of Columbia)
provided some form of state-funded, nonemergency
health coverage for immigrant children who were not
eligible for Medicaid or SCHIP (see Figure 5).43%
These state efforts are generally referred to as “state
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Figure 5

Gaps in Coverage for Children

State-Funded Replacement Programs for Immigrant Children, 2002

Immigrant Children Served

D None
F_-_:_:] Very Limited Groups®
D Recent Legal Immigrants®

D Any Immigration Status®

8F|orida serves recent legal immigrant children in its SCHIP program, but caps the number. New Mexico serves children who are permanently residing in the United States
under color of law who amived before August 1996. Wyoming covers legal immigrant children only if they have been abused.
bTexas serves recent legal immigrant children in its SCHIP program, but not its Medicaid program. Washington now covers recent legal immigrants under its Basic Heaith Plan,

but not Medicaid or SCHIP.

SThe District of Columbia serves children with any immigration status, but funding is capped. New York provides care for children with any immigration status in its SCHIP

program, but anly covers legal immigrant children in Medicaid.

See the text and National Immigration Law Center (2002) for more detail.

Source: National Immigration Law Center, Guide to immigrant eligibility for federai benefits, 4th ed. Los Angeles, CA: NILC, 2002.

replacement programs” because they replace some of
the benefits the federal government provided to immi-
grants before the 1996 welfare law. Eligibility rules and
benefit packages vary among states. A few states extend
coverage to groups ineligible under the pre-1996 rules.
For example, the District of Columbia, Massachusetts,
New York, and Rhode Island provide at least some
coverage for undocumented children.®

State Medicaid or SCHIP agencies typically administer
state replacement programs. Such centralization pro-
vides an opportunity for an agency to use simple, inclu-
sive outreach messages and a coordinated application

process to facilitate program enrollment. This
approach is particularly helpful for families with chil-
dren of varying immigration status and program eligi-
bility status.

State replacement programs provide essential medical
services to immigrant children barred from Medicaid
and SCHIP by federal rules, but the programs are vul-
.nerable to budget cuts in periods of fiscal pressure.
During slow c¢conomic periods, states” Medicaid
expenditures tend to surge while revenues fall, causing
many states to contemplate cutbacks in Medicaid pro-
grams.* Further, unlike regular components of Medic-
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aid, replacement programs draw no federal matching
funds, making them more susceptible to budget reduc-
tions. Yet, money spent on replacement programs may
help states avoid a large portion of the cxpenscs they
would otherwise incur in providing emergency Medic-
aid care to immigrants,*’

About one-half of the states do not provide replace-
ment programs for immigrant children. Inthese states,
recently immigrated children have access to emergency
Medicaid only. Both states and the federal government
are required to cover eligible immigrants’ emergency
medical care under Medicaid. Clinics and charity care
provide additional resources in some communities, but
these safety net providers are heavily burdened, and
many communities lack free or low-cost safety net
providers.® For example, in California, which has
almost 30% of the nation’s immigrant population, six
counties have no community clinics.

When immigrant families lack full coverage, they may

defer care for their children until preventable or easy-
to-treat conditions progress, requiring more intensive
and costly interventions.* This practice may lead to
worse outcomes for a child and strain an already bur-
dened emergency services network.>
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Local Coverage Initiatives

Some communities have developed their own local ini-
tiatives to provide health coverage to uninsured immi-
grant children. The Children’s Health Initiative (CHI)
in Santa Clara County, California, was one of the earli-
est local initiatives. CHI provides universal health cov-
erage for all children ineligible for Medicaid and
SCHIP, up to 300% of the FPL, regardless of immi-
gration status. Qutreach and cnrollment for CHI are
combined with outreach and enrollment for Medicaid

‘and SCHIP, and the program uses the SCHIP provider

network. The program is supported by an innovative
combination of public and philanthropic funds. (See
the article by Wong in this journal issue for further dis-
cussion of the Santa Clara initiative. )

Culturally Competent Qutreach and Enrollment

As discussed previously, eligibility for health coverage does
not always lead to the enrollment of immigrant children
in available programs. Culturally appropriate, community-
based -outreach is essental to ensuring immigrant chil-
dren’s pardcipation in health insurance programs.

The complexity of immigradon eligibility rules invites
misinterpretation. Qutreach in immigrant communi-
ties often involves addressing concerns or correcting
misinformation that may have come from trusted
sources like relatives or perceived experts. Many immi-
grant communities are besieged by unlicensed purvey-
ors of immigration assistance, whose understanding of
the law can be out of date or simply wrong.?? Qutreach
workers in immigrant communitics need training to
understand families’ concerns, time to develop rela-
tionships. of trust, and technical support from immi-
grant rights and legal services organizations to
accurately interpret eligibility rules.

Working with trusted community-based organizations
(CBOs) is an effective way to identify and enroll unin-
sured immigrant children. Many CBOs concentrate on
issues other than health care access, however, and most
must stretch scarce resources across a range of com-
munity needs. Partnerships that bring together the
resources of health groups and the expertise of cultur-
ally competent CBOs can further immigrant children’s
enrollment. One example of such a partnership is the
collaboration between the Illinois Coalition for Immi-
grant and Refugee Rights and the state’s Department
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of Human Services. The two organizations work
together to improve CBOs’ capacity to promote immi-
grant access to public health coverage and other serv-
ices. The coalition receives funds from the state to
provide technical assistance to CBOs and to train
CBOs on outreach strategies, case counseling, and lan-
guage assistance.’® This partnership has resulted in
more uninsured immigrant families applying for and
using health services for which they are eligible.

Some communities have a tradition of health-related
outreach that naturally supports health coverage
enrollment efforts. For example, many Latino commu-
nities are served by community health outreach work-
ers called promotoras® Promotoras are typically
immigrant community volunteers who provide health
education and outreach in homes and at farm labor
camps. Their roots in the community enhance their
outreach efforts and enable them to promote retention
in health coverage by helping enrolled families navigate
the system.

Addressing Language Barriers

. To improve immigrant children’s access to coverage
and quality care, language barriers must be addressed.
To deal with language barriers, outreach workers and
organizations promoting access to health care can
include education about the availability of language
assistance as part of their efforts. Federal policy, under
Title VI of the Civil Rights Act, requires providers who
receive federal funds (including Medicaid and SCHIP
funds) to ensure that people with limited English pro-
ficiency have meaningful access to services.’® Some
state laws, regulations, and managed care contracts also
require language assistance.

Unfortunately, these requirements are often not met.
The cost of providing adequate interpretation services
for clients who speak a mulatude of languages may dis-
suade providers from offering such assistance. In some
cases, providers may not even be aware of their obliga-
tions; or when providers are aware, immigrant families
may not be. Agency enforcement efforts rely on com-
plaints, and families with limited English proficiency
may be unaware of their rights or afraid to assert them.
More aggressive enforcement efforts by responsible
agencies would increase the focus on the requirement
to provide services. The federal Interagency Working

Gaps in Coverage for Children

Group on Limited English Proficiency has recently
established a Web site that includes multi-language
resources that community organizations can use to
improve their language-assistance services.5”

One strategy for improving language services is to
develop qualified bilingual staff. Some health care
providers have formed pools of bilingual staff, who
interpret as needed in addition to their regular duties.
For example, Asian Health Services, a community-
based clinic in Oakland, California, trains staff and
bilingual community members in the skills necessary to
become bilingual clinic service providers.5

Another strategy is to engage professional interpreters,
but they are often in short supply. Some CBOs have
responded to this shortage by training community
members to become qualified medical interpreters. For
example, in Tennessee, Latino Memphis Conexcion
collaborated with two county health departments and
other CBOs to train Spanish-language interpreters and
place them in health care settings throughout the city.*®
Making interpreters available at the community level
can help provide services in more languages and at a
lower cost than can placing interpreters with individual
providers. Such efforts also create employment and
professional development opportunities for communi-
ty members.

Extending Access to Undocumented Children

Even if Medicaid and SCHIP coverage were extended
to immigrants who were eligible for public benefits
before welfare reform, access to health care would
improve only for lawfully present immigrant children.
Children who are undocumented would not be helped.

Streamlining enrollment for emergency Medicaid cov-
erage is one opuon already permitted under federal law
for covering undocumented children. When children’s
immigration status makes them ineligible for “full
scope” Medicaid, states typically enroll them into
emergency Medicaid on an ad hoc basis after an emer-
gency occurs. States are also permitted to enroll
undocumented children in Medicaid in the same man-
ner as other beneficiaries, but restrict their benefits to
emergency services. One study found that California,
which enrolls undocumented immigrants in advance,
covers far more immigrants at a much lower per capita
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cost than states enrolling immigrants after emergen-
cies.®® While this approach would not provide access to
the full range of preventive, primary, and rehabilitative
services, it could nonetheless enhance access to emer-
gency care and promote earlier and less costly inter-
ventions when emergencies arise.

Some communities have implemented local initiatives
aimed at ensuring health coverage for all low-income
children, including immigrants, and a few states have
opted to use their own funds to insure children regard-
less of immigration status (see Figure 5). In addition to
providing needed care and protecting the public health,
these local initatives have increased eligible children’s
enrollment in Medicaid and SCHIP. The federal gov-

ernment could follow their example and extend full

Medicaid and SCHIP coverage to income-eligible chil-
dren, without regard to their immigration status. While
such an extension of health insurance coverage present-
ly seems politically unlikely, the country has recognized
the benefits of providing a healthy start to all children
in certain other programs. For example, undocument-
ed children are currently eligible for nutrition programs
such as school lunch and breakfast.

Another key strategy for helping undocumented chil-
dren is to provide adequate financial support to safety
net health care providers who offer free and subsidized
care regardless of immigration status. These facilities
provide a major share of care for low-income, unin-
sured immigrant families.6!,6?

A final option, with wider implications, is to assist
undocumented families in becoming legalized, either
with legal assistance or through broader legislative
efforts. At any given time, almost 20% of those count-
ed as undocumented are either family members caught
in INS backlogs or people applying for asylum. Others
have characteristics that may make them eligible for an
adjustment of their status, but they lack the legal advice
needed to navigate the system and obtain the adjust-
ment. In addition, Congress has considered proposals
for legalizing certain groups of undocumented people,
such as students. Even if persons legalized under such
an effort were excluded from benefits like Medicaid or
SCHIP, legalization could help families get better jobs
and thereby improve their chances of securing private
health insurance.

Conclusion

Children of immigrants represent a growing share of
all American children, and their families are increas-
ingly dispersed across the United States. Protecting
and preserving the public health requires policymakers
to confront the challenge of providing access to health
care for these families.

Adequate health insurance coverage is a critical first
step to accessible, quality health care; yet obtaining this
coverage is far more burdensome for children in immi-
grant families than for their native-born peers. Immi-
grant families face difficulties in securing job-based
insurance, and their eligibility for public health cover-
age is limited. Immigration concerns and language bar-
riers inhibit enrollment in programs for which families
are eligible, and a lack of culturally and linguistically
appropriate services further limits access to quality care.
Major efforts are needed to increase the number of
immigrant children with access to quality health care.
Three elements are key: restoring and expanding fed-
eral eligibility rules for Medicaid and SCHIP; working
with trusted community groups; and improving lin-
guistic and cultural competence.

Restoring Eligibility

A primary focus must be restoring the federal eligibility
for public health coverage for lawfully present immi-
grants that was curtailed by the 1996 federal welfare
law. In addition to aiding the large number of low-
income immigrant children who are now barred,
restoring immigrant eligibility could help states simplify
their application processes for all children. Currently,
families must be told that some lawfully present chil-
dren are eligible, while others are not. Establishing
equitable eligibility rules for immigrant and citizen chil-
dren would improve and simplify outreach efforts by
sending a clearer message to families.5%%¢

Regardless of whether or not federal legislation is
amended to restore immigrants’ eligibility for Medic-
aid and SCHIP, more states could take the initiative to
fund state replacement programs to serve this needy
population. The costs of providing preventive health
care for children are modest and should be viewed as
an incremental expense, since states already must cover
emergency benefits for recent immigrant children.
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Working with Community Groups

Restoring immigrants’ eligibility will not, by itself, guar-
antee enrollment or access to health care services.
Recent experiences in SCHIP outreach and enrollment
initatives point to the importance of collaboration with
trusted community groups who can explain the signifi-
cance of health insurance coverage and help allay fears
that getting medical assistance might endanger a fami-
ly’s immigration status. Health care providers, state and
local governments, and advocates have begun to docu-
ment the existence and effects of barriers that limit
access to health care, paving the way for helpful federal
agency guidance and congressional restorations.

Improving Linguistic and Cultural Competence

Immigrant parents and their children need access to
linguistically and culturally competent health care
providers, as well as assistance in applying for health
benefits and using the health care system.® Although
health care providers, managed care organizations, and
insurers have begun to recognize that linguistic and
cultural competence are integral to quality care, little is
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known about the most effective methods of ensuring
meaningful access. In policy, practice, and research,
more needs to be done to understand and reduce the
disparities in access to quality health care services that
affect the children of immigrants in the United States.

Government agencies, advocates, and community
groups need to coordinate and collaborate in their
efforts to craft policies that respond to the complexity
of immigrant families’ needs and to eliminate the
remaining barriers to providing adequate, accessible,
and quality care for this significant proportion of chil-
dren in the United States.
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Health Insurance for Children

The Unique Health Care Needs

of Adolescents

Claire D. Brindis, Madlyn C. Morreale, and Abigail English

ealth insurance coverage plays a key role in
meeting adolescents’ needs by increasing
their access to health care, yet adolescents
are more likely to lack coverage than
younger children.! One in seven adolescents ages 10 to
18 has no form of public or private insurance.? Even
higher rates of uninsurance arc found among low-
income, black, and Hispanic adolescents. For low-
income adolescents, insurance through public programs
such as Medicaid and the State Children’s Health Insur-
ance Program (SCHIP) is particularly important. Like
younger children without coverage, adolescents without
insurance use fewer health services, receive care less fre-
quently, return for fewer follow-up appointments, and
arc morc likely to seek care in an emergency room >

While most adolescents are healthy by traditional med-
ical standards, a significant number of young people
expenience some serious physical or mental health prob-
lems or concerns. For example, approximately one in
five adolescents suffers from at least one serious health
problem, such as chronic conditions, asthma, or depres-
sion; and about one in four is believed to be at risk for
early unprotected sexual intercourse or substance abuse.®
Moreover, many health problems occur disproportion-
ately among adolescents who are Medicaid and SCHIP
eligible. Low-income adolescents, especially those of
color, have higher rates of death, illness, and health risk
behaviors in almost every category studied.® In addition,
other subgroups of adolescents face special, heightened
health risks and ‘are more likely to have acute and com-
plex health care needs. These groups include youth who

have chronic physical or mental health conditions; live in
foster or group homes; are homeless or have run away
from home; are undocumented, migrant, or new immi-
grants; have limited English language skills; are incarcer-
ated or involved in the juvenile justice system; or are
pregnant or parenting.”

Making adolescent health a priority is especially timely
because significant demographic changes are occurring
in the United States. While adolescents will represent a
smaller proportion of the overall population, the num-
ber of adolescents ages 10 through 19 is expected to
grow from 39.8 million in 2000 to 42.3 million in 2020,
a 6.4% increase.® Moreover, adolescent populaton pro-
jections anticipate far greater numbers of young people
of color, who are more likely to live in poverty, be unin-
sured, and underutilize primary and preventive health
care services.’

This article describes the particular health care needs of
adolescents and explores the extent to which public
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health insurance programs are meeting those needs. It
includes an overview of the coverage available to adoles-
cents through Medicaid and SCHIP, how that coverage
has evolved, the importance of providing comprehensive
benefits to adolescents, and the need to adopt age-
appropriate quality and performance measures to track
progress over time. Throughout the article, recommen-
dations are provided to strengthen health care services
for adolescents, informed by the work of several nation-
al health care and policy organizations.'?

Special Health Care Needs of Adolescents

Adolcscence is a unique developmental stage of acceler-
ated growth, when a number of physiological, cognitive,
social, and emational changes occur simultaneously.
Despite the lack of a formally established age range to
define this developmental period, health professionals
generally consider adolescence to include young people

-ages 10 through 19, or those ages 10 through 24.!"! Dur-

ing the transition from childhood into adolescence and
again from adolescence into adulthood, youth have com-
plex and important health care needs. Also, adolescence
is a critical ime to avoid the onset of health-damaging,
risky behaviors such as smoking and unsafe sexual activi-
ty that can lead to lifelong health problems. Thus, health
care services for adolescents nced to emphasize preven-
tion, early interventdon, and cducation.

Risk-Taking Behavior

. Seven categories of risk-taking behavior account for 70%

of adolescent illness, injury, and death: drug and alcohol
abuse; unsafe sexual activity; wviolence; injury-related
behavior; tobacco use; inadequate physical actvity; and
poor dietary habits.'? Many of these same health-damag-
ing behaviors are related to the majority of adult death
and illness.'® Furthermore, adolescents’ perception and
assessment of risk seem to differ from adults’. For exam-
ple, studies suggest that while teens understand the risks
involved with engaging in certain behaviors such as
smoking, they believe that negative conscquences associ-
ated with those risks arc more likely to affect other peo-
ple than themselves. !

Overall, there is a lack of consensus about the factors
underlying adolescents’ risk-taking behaviors. Neverthe-
less, to reduce the prevalence of such behaviors, a range
of responses—including preventive health services, leg-

islative and regulatory initiatives (such as those meant to
reduce access to cigarettes), and other strategies—likely
will be needed.!

Preventive and Primary Care

Prevention and primary care services are particularly
critical for adolescents because many of the most seri-
ous, costly, and widespread adolescent health prob-
lems—including unintended . pregnancy, sexually
transinitted infections, and substance use—are poten-
tially preventable.'® Early intervention and preventive
care could improve adolescents’ physical and mental
health and reduce death and illness.'” Through educa-
tion, screcning, anticipatory guidance, counseling, early
intervention, and treatment, preventive care can help
establish healthy habits that last a lifetime.!® However,
insurance coverage of these services has been uneven
and limited. Many adolescents, both those covered in
Medicaid and SCHIP as well as those with private
insurance coverage, do not receive necessary and appro-
priate preventive care.'

Medicaid and SCHIP both offer a basis for providing
low-income adolescents with some essental preventve
services, such as regular comprehensive health assess-
ments. For low-income adolescents who are entitled to
receive Early and Periodic Screening, Diagnosis, and
Treatment (EPSDT) services through Medicaid, many
prevention components are included as required -ele-
ments of a screening wvisit, and many SCHIP programs
also include well-adolescent visits as a benefit. To increase
the likelihood that adolescents will actually receive these
benefits, purchasers could track them using the Health
Plan Employer Data and Information Set (HEDIS)? or
other quality-measurement tools. ‘

Improving Access to Publicly Subsidized
Health Insurance for Adolescents

Medicaid and SCHIP represent the two most significant
sources of publicly funded health insurance for low-
income children and adolescents. Several researchers and
organizations have examined thé unique challenges of
and opportunities for serving adolescents in Medicaid
and SCHIP.2-2* These studies have found that Medicaid
and SCHIP ofter the potential to provide comprehensive
health insurance coverage to millions of adolescents, and
that states have made progress toward covering adoles-
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cents in recent years. Nevertheless, the extent to which
states implement these programs so that eligible adoles-
cents fully benefit has yet to be determined, and several
challenges to serving this population remain.

Adolescents’ Eligibility

Historically, adolescents were less likely than younger
children to be eligible for public coverage under Med-
icaid, but program expansions adopted in the late
1980s and early 1990s and the creation of SCHIP in
1997 significantly increased adolescents’ eligibility for
public coverage.?

Medicaid is jointly financed and administered by states
and the federal government. States may vary program
guidelines as long as they adhere to federal standards or
receive federal permission (in the form of a waiver) to
depart from those standards.26 Thus, adolescents’ eligi-
bility for Medicaid—along with benefits, provider reim-
bursement, and many other issues of critical importance
to youth and their families—varies by state.

Federal Medicaid law specifies a number of groups that
must be covered in every state (referred to as “mandato-
ry eligibility categories”) and groups that may be covered
if the state chooses to do so (referred to as “optional eli-
gibility categories”).?”28 Before 1988, Medicaid eligibili-

ty for children and adolescents essendally was limited to
those who qualified on a “categorical” basis, such as
those whose parents received cash assistance, Supplemen-
_ tal Security Income for disabilities, or federal foster care
or adoption assistance.

Between 1988 and 1990, Congress enacted several laws
that required states to expand coverage to children and
adolescents based on family income.?®3° Among these,
the Omnibus Budget Reconciliadon Act of 1990 was
most important for adolescents. It required states to
gradually phase in Medicaid coverage (one year at a ime)
for poor children and adolescents ages 6 through 18, so
that by October 1, 2002, all poor adolescents-under age
19 would be eligible !

Beyond the mandatory phase-in of coverage for poor
adolescents, two optional Medicaid expansions of the
1990s were of particular importance: an option that
allows states to provide Medicaid eligibility to age 21
for young people who “age out” of the foster care sys-
tem after their eighteenth birthdays;** and an option
that allows states to disregard certain income and assets
and to provide coverage for children and adolescents
beyond the age or income levels set as minimums under
federal law.®

© Hany Cutting
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Despite these expansions, progress across the states has
varied, and Medicaid still serves significantly more
infants and younger children than adolescents. During
Fiscal Year 1999, the latest year for which data are avail-
able, Medicaid served more than twice as many children
under age 6 and children and adolescents ages 6
through 14 as it served older adolescents ages 15
through 20.* (See Figure 1.)

The creation of SCHIP in 1997 expanded the potential
for states to provide public health insurance coverage to
adolescents in two significant ways. First, the population
eligible for SCHIP (called “targeted low-income chil-
dren”) includes children and adolescents under age 19 in
families with incomes less than or equal to 200% of the
federal poverty level (FPL) in most states.® In addition,

Figure 1

Children and Adlollescenits Served by Medicaid,
Fiscal Year 1999
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Source; Based on data from Centers for Medicare and Medicaid Services. Table 2.
Medicald eligibles—Fiscal Year 1999, by age group, all states. Available online at
http//www.cms.gov/medicaid/msis/99total.pdf.

the definition of “targeted low-income children”
excludes children and adolescents who are eligible for
Medicaid, based on eligibility standards in effect on
March 31, 1997, and those who do not have access to
other insurance.*® This definiion particularly benefited
adolescents because they were both less likely than
younger children to have been eligible for Medicaid
before SCHIP and less likely to have private insurance
coverage. By September 30, 2001, only five states did not
provide Medicaid coverage to all poor adolescents under
age 19: Colorado, Montana, Nevada, Pennsylvania, and
Utah did not accelerate the mandatory Medicaid phase-
in schedule to cover poor adolescents to a higher age
than federal law requires.

Second, because the federal match for SCHIP is more
generous than the match for Medicaid, Congress essen-
dally provided states with a financial incentive to use
SCHIP funds to accelerate the phase-in of Medicaid eli-
gibility for poor adolescents.¥” As a result, while only 14
states provided Medicaid coverage to all poor adolescents
under age 19 as of March 31, 1997, by September 30,
2001, 46 states (including the District of Columbia) pro-
vided Medicaid or SCHIP coverage to all poor adoles-
cents under age 19.%

When looking at the highest income level at which ado-
lescents are eligible for public insurance (cither SCHIP or
Medicaid), states’ progress is similarly impressive (see Fig-
ure 2). On March 31, 1997, only 6 states provided Med-
icaid coverage to all adolescents under age 19 in families
with incomes above 100% of the FPL.%® By September
30, 2001, all but 12 states provided SCHIP or Medicaid
eligibility to all children and adolescents under age 19
with family incomes up to at least 200% of the FPL.%

Progress in Expanding Coverage ,

During Fiscal Year 2001, nearly 4.5 million children and
adolescents under age 19 were enrolled in SCHIP, and
nearly one-third (32%) of these enrollees were between
ages 13 and 18.* An interesting picture emerges when
SCHIP enroliment data are analyzed by both age group
and program type. First, older adolescents were more
likely than younger children to have been enrolled in
Medicaid expansion SCHIP—36% of adolescents ages 13
to 18 were enrolled in Medicaid expansion SCHIP, com-
pared with 22% of children and adolescents ages 6
through 12 and 16% of children under age 6. Second,
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Figure 2

Health Care Needs of Adolescents

Medicaid and SCHIP Eligibility for Adolescents under Age 19,
Maximum Income Thresholds as of September 30, 2001

Family income eligibility
thresholds as a
percentage of the federal
poverty level (FPL)

(] Between 100% and
185% of the FPL (12 states)

(] up to but not over
200% of the FPL (26 states,
including DC)

D Between 200% and
250% of the FPL (6 states)

(] over 250% of the FPL
(7 states)

Note: In Vermont, 18-year-olds were eligible if family income was up to but not over 225% of the FPL. In Nevada, 18-year-olds were not eligible based on family income alone.

Source: Analysis of approved Medicaid and SCHIP plans and amendments; conversations with state officials.

although more children and adolescents of all ages were
enrolled in state-designed SCHIP programs than in
Medicaid expansion SCHIP, adolescents ages 13 through
18 represented nearly one-half (46%) of all Medicaid
expansion SCHIP enrollees, but only 28% of enrollees in
state-designed SCHIP programs during Fiscal Year
2001.#3 (See Figure 3.)

The distinction of enrollment by program type is impor-
tant because it has implications for the benefits that
enrollees may receive, and for whether or not eligibility
is an entitlement. For example, because Medicaid is an
entitlement program, children and adolescents covered
by Medicaid expansion SCHIP will remain eligible for
Medicaid even if a state has used up its allotment of

SCHIP funds.*#5 By contrast, there is no entidement to
eligibility in a separate (non-Medicaid) SCHIP program,
which means that states can limit services to eligible chil-
dren and youth by placing them on waiting lists or by
capping enrollment.

The proportion of SCHIP enrollees who are adolescents
varies considerably by state. During Fiscal Year 2001, for
example, adolescents ages 13 through 18 represented
anywhere from less than 25% of total SCHIP enrollment
(in four states) to 100% of total SCHIP enrollment (in
two states). Among the five states that reported a major-
ity of total SCHIP enrollees being ages 13 through 18,
four were Medicaid-expansion-only states.*
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Figure 3

Enrollment in SCHIP by Program Type and Age Group, Fiscal Year 2001

Medicaid Expansion SCHIP Enrollees

Under Age 6

Ages 6 through 12

Ages 13 through 18

State-Designed SCHIP Enrollees

Under Age 6

Ages 6 through 12

N
.

Ages 13 through 18

Source: Analysis of data provided by the Centers for Medicare and Medicaid Services (CMS}, Center for Medicaid and State Operations, Family and Children’s Health Program
Group, August 2002. Data based on an unduplicated count of children and adolescents enrolled in SCHIP during Fiscal Year 2001. These figures do not include missing data (not

reported to CMS) from Alabama (Medicaid expansion data) and lllinois (all data).

Benefits Available to Adolescents

Once adolescents enroll in Medicaid or SCHIP, their
access to particular benefits may vary, depending on the
state in which they live and the type of program for which
they are eligible. The Medicaid benefit package includes
a broad range of mandatory and optional services.*
However, for children and adolescents under age 21, all
mandatory and optional Medicaid services must be made
available by a state if medically necessary.®® Nevertheless,
states are allowed to impose initial limits on the amount,
duration, and scope of a particular benefit—such as men-
tal health services—and adolescents may have to over-
come such limits to obtain all the services they need.
Also, states may be less generous to adolescents than to
younger children, such as in establishing the frequency of
required comprehensive health assessments, or screen-
ings, in Medicaid.

The scope of benefits available in a state’s SCHIP pro-
gram depends on the type of program that was created—
that is, Medicaid expansion, combination, or separate
SCHIP program (sce the article by Wysen, Pernice, and
Riley in this journal issue). Benefits for adolescents in
Medicaid expansion SCHIP must meet the requirements
for Medicaid. Benefits for adolescents in a state-designed
SCHIP program must meet minimum criteria, but they
can be more generous. Uniform data about the range of
services offered to adolescents under state-designed
SCHIP programs are not readily available, although
some state-by-state data about specific benefits suggest
that states vary with respect to preventive health services,
reproductive health services, substance-abuse and mental
health services, dental services, and the breadth and
depth of the benefit package for adolescents with special
health care needs.*
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Improving Health Gare for Adolescents
through Public Health Insurance Programs

Even though health insurance—whether private or pub-
lic—plays a critical role in adolescents’ access to health
care services, it does not guarantee that adolescents will
actually receive the services they need to assure their over-
all health. A number of significant barriers, both financial
and nonfinancial, prevent young people from receiving
needed care (see Box 1).

Health Care Needs of Adolescents

To improve adolescent health, states must respond to
adolescents’ barriers to care and establish systems and
provider networks that are available, accessible, and
appropriate for this population. To aid states in such
cfforts, the Society for Adolescent Medicine has com-
piled a list of criteria for evaluatdng access to quality care
for adolescents (see Box 2).

Insurance coverage is an essential part of access to care,

and Medicaid and SCHIP provide states with an

Box 1
Barriers to Health Care for Adolescents

D Shortage of providers trained in adolescent health. Few clini-
cians specialize in adolescent health, and most medical staff
are inadequately trained to recognize health problems whose
symptoms may be primarily psychosocial instead of physical.
Although most adolescent medicine specialists are trained as
pediatricians, internists and family physicians reftect the most
common pathways to care for adolescents.

D Inadequate provider reimbursement/low provider participa-
tion. Reimbursement and capitation rates for providers serving
children and adolescents are significantly lower for public insur-
ance than for private insurance. In addition, delays in receiving
payment from public insurance create a strong disincentive for
health care providers to serve publicly insured adolescents.

D Limited insurance coverage. Health insurance policies (both
public and private) often sharply limit.or do not cover visits for
preventive care, mental health services, substance-abuse treat-
ment, dental health, and other needed care.

D Focus on acute, medical care. The health care system has tra-
ditionally emphasized the treatment of physical problems rather
than health promotion and disease prevention, including mental
health care. Adolescents could benefit significantly from pre-
ventive and primary care services that integrate their physical
and psychosocial needs, such as screening, education, and
anticipatory guidance to prevent and/or ameliorate risk-taking
behaviors that place adolescents at risk for poor health.

D Fragmentation. Most teenagers and their families find navigat-
ing the complex and rapidly changing health care system diffi-
cult. Most young people are ill-prepared to understand how to
access health services, have limited knowledge regarding their
eligibility for diverse programs, and have few skills with which
to recognize and anticipate their own needs for health services
or to advocate for their own needs.

D Confidentiality. Without confidentiality protections, some adoles-
cents will forgo care for such issues as pregnancy, sexually trans-
mitted diseases, or substance abuse. Assurances of
confidentiality have been found to increase adolescents’ willing-
ness to disclose information, report truthfully, and consider a
return visit.

D Transportation/inconvenient hours. Most teenagers have to
rely on their parents and/or public transportation to reach health
care providers, yet few physicians and community health clinics
have scheduled their locations or hours of service to accommo-
date adolescents’ needs. Long waits to obtain an appointment
and/or long waiting times at the provider site may deter adoles-
cents even more than adults.

D Cost. Even very low co-payments may discourage adolescents
and their families from initiating preventive or primary care visits.
Families with low incomes may also struggle with premiums and
deductibles required by employers, state-sponsored/subsidized
programs, and/or private insurance policies.

]
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Box 2

The Society for Adolescent Medicine’s Criteria of Assessing Adolescent Care

D Availability: Age-appropriate services and trained health care
providers must be present in every community.

D Visibility: Health services for adolescents must be clearly recog-
nizable and convenient and should not require extensive or com-
plex planning by adolescents or their parents.

D Quality: Health professionals treating adolescents should demon-
strate a basic level of competence with adolescents, who in turn
should feel satisfied with the care they receive.

D Confidentiality: Adolescents should be encouraged to involve their

families in health decisions, but confidentiality must be assured.

D Affordability: Public and private health insurance programs must
provide adolescents with both preventive and other additional
services to decrease morbidity and mortality and to promote pos-
itive health behaviors.

D Flexibility: Providers, services, and delivery sites must consider
the cultural, ethnic, and social diversity among adolescents.

D Coordination: Service providers must ensure that comprehensive
services are available to adolescents.

Source: Klein, J., Slap, G.B., Elster, A.B., and Schonberg, K.B. Access to health care for adolescents: A position paper for the Society for Adolescent Medicine. Journal of

Adolescent Health (1992) 13(2):162-70.

unprecedented opportunity to improve health'care for
adolescents. Yet, much work remains to ensure that ado-
lescents actually enroll in and benefit from public insur-
ance programs. This work includes addressing gaps in
eligibility, improving outreach and enrollment, offering a
broad range of services, and assuring confidenality.

Addressing Gaps in Eligibility

Despite recent progress in making more adolescents eli-
gible for public health coverage, gaps in eligibility. remain.
Some groups of adolescents, including many legal immi-
grant youth, adolescents who are exiting state custody,
and older adolescents, are particularly vulnerable, cither
because they are not eligible for public health coverage
under current federal or state rules or because they are
not identfied or screened for eligibility.

Coverage for Legal Immigrants

As described in the artcle by Lessard and Ku in this jour-
nal issue, numerous studies have shown that immigrant
families have significant health care needs, yet are more
likely than others to lack health insurance and face

numerous barriers to accessing health services. For exam-
ple, the 1996 federal welfare law (the Personal Responsi-
bility and Work Opportunity Reconciliadon Act of 1996)
substantially restricted many immigrants’ eligibility for
public benefits, including Medicaid and later SCHIPS®
While efforts to address the unique health care needs of
immigrant families must include a diverse array of strate-
gies, addressing legal and policy barriers to care and cov-
erage is of critical importance in serving adolescents
within this population.

At a minimum, to help ensure coverage for legal immi-
grant adolescents:

D Congress should enact legislation that permits states to
expand eligibility for Medicaid and SCHIP to immi-
grants who are lawfully present in this country.

Coverage for Adolescents Leaving State Custody

Each year, as many as 20,000 young people age 16 or
older leave the foster care system and are expected to live
independently.5t52 Most of these young people lack
familial, financial, and other support, and many have seri-
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ous unmet physical and mental health needs.?* Although
relatively small in number, this is an unusually vulnerable
group of young people in terms of health status, likeli-
hood of having insurance, and access to care.’* As
described previously, the Foster Care Independence Act

of 1999 (FCIA) included a new option for states to .

expand Medicaid coverage to age 21 for young people
who were in foster care on their eighteenth birthdays.
Unfortunately, by July 2002, only eight states had enact-
ed or implemented this option, although several others
had at least considered doing so.

While the new FCIA Medicaid expansion option is criti-
cally important, it does have limitations. For example, it
does not provide the opportunity to expand coverage to
adolescents who leave the foster care system before age
18, even though they, too, may be expected to live inde-
pendently. In additon, approximately 42,000 adolescents
age 16 and older depart the foster care system every year
and either reunite with their parents, go to live with other
relatves, are transferred to the custody of another agency,
or run away.>® Significant numbers of these adolescents are
likely to be eligible for Medicaid or SCHIP on the basis of

/ r?

7

\Q‘f'

income, but are not systemadcally screened for eligibility
when they leave the foster care system.

Young people transitioning from the juvenile justice sys-
tem -also have significant health problems and face
numerous barriers to obtaining health care. Each year in
the United States, hundreds of thousands of youth are
held in the custody of the juvenile justice system at the
state and local levels.¥” For example, the Nadonal Center
for Juvenile Justice reported that nearly 106,000 juvenile
offenders were held in residential placement facilides dur-
ing a one-day census count in 1997.38 These youth
included juveniles who were under age 21, had been
charged with or adjudicated by a court for committing an
offense, and were in residential placement because of that
offense. Annual numbers reveal that in 1993, more than
800,000 youth were held in short- and long-term facili-
tes in the United States® and that these young people
were dispropordonately members of racial and ethnic
minority groups.®%6!

The juvenile population is characterized by a wide variety
of pressing health problems, including behavioral health
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problems and acute and chronic medical conditions.6253
In particular, youth in the juvenile justice system experi-
ence significant mental health problems.#* These young
people often receive inadequate health care, especially
mental health care, in juvenile justice custody,®*% and
their health problems are likely to persist when they leave
state custody. Although while they are incarcerated, many
of them cannot receive Medicaid or SCHIP coverage;
when they exit state custody, most would be eligible for
one of these programs.

* To help ensure coverage for vulnerable adolescents leav-

ing state custody:

D States that have not already done so should expand
Medicaid eligibility to include young pcople who exit
the foster care system at age 18 or thereafter.

D States should screen all young people exiting the juve-
nile justice and child welfare systems for Medicaid and
SCHIP eligibility.

Coverage Based on Age and Income

Despite the recent expansions of Medicaid and SCHIP
coverage, millions of poor and low-income adolescents
remain uninsured. Many of these adolescents are already
cligible for one of these programs, but simply are not
enrolled. Others live in states that have not raised their
SCHIP eligibility levels as high as permitted under the
federal statute, and others do not qualify because they are
in families with incomes that exceed the federal limits, or
they are older than age 18.

According to the latest data available from the U.S. Cen-
sus Bureau, more than 5.7 million children and adoles-

cents under age 19 in families with incomes at or below

200% of the FPL were uninsured during 2001,% even
though based on family income, virtually all of these indi-
viduals could have been eligible for Medicaid or SCHIP.
(See the article by Holahan, Dubay, and Kenney in this
journal issue.)

Older adolescents, those age 18 through 24, are less like-
ly to have health insurance than those in any other age
group. According to the U.S. Census Bureau, 28% of
youth age 18 through 24 were uninsured during 2001
(compared with 12% of children and adolescents under
age 18, 17% of persons age 25 through 64, and less than
1% of persons age 65 and older).® As with other age

groups, rates of uninsurance are higher among older ado-
lescents who are poor—nearly one-half (46%) of poor
adolescents age 18 through 24 were uninsured during

- 2001. The 107th Congress considered several bills that

would have begun to address the eligibility gaps that
remain for older adolescents and those in families with
incomes above 200% of the FPL, but did not enact any
of these bills before it adjourned.”

To help ensure coverage for low-income adolescents:

D States that have not already done so should expand
Medicaid and SCHIP to all children and adolescents
in families with incomes up to 200% of the FPL, or
the highest level permitted (given their pre-SCHIP
eligibility rules).

D The federal government should permit states to expand
Medicaid and SCHIP eligibility to older adolescents
(under age 24) and to children and adolescents in fam-

- ilies with incomes above 200% of the FPL.

Outreach and Enroliment

To increase the enrollment of eligible children in public
health insurance programs, a wide varicty of outreach
strategies have béen implemented. (See the article by

Cohen Ross and Hill in this journal issue.) Little of this
~ activity has specifically targeted adolescents,”! however.

There is a critical need to evaluate which approaches are
most likely to reach adolescents generally and which are
most likely to reach particular subpopulations of youth
who are at increased risk of health problems and access
barriers. Meanwhile, a number of outreach and enroll-
ment strategies have been recommended for adoles-
cents.”? These include:

D Providing outreach and adolescent-oriented written
materials at sites frequented by young people, such as
school-based health centers, family planning and sex-
ually transmitted infection clinics, adolescent medi-
cine clinics, county health departments, high schools,
Job Corps sites, summer job programs, recrcation
centers and after-school programs, movie theaters,
and malls.

D Developing outreach materials and strategies to reach
special populations of adolescents, such as runaway and
homeless youth, pregnant and parenting adolescents,
adolescents in immigrant families, adolescents with spe-
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Many adolescents will seck health care services—particularly for
such issues as pregnancy, sexually transmitted infections, or

substance abuse—only if they can receive services confidentially.

cial health care needs, and adolescents eligible for other
publicly funded programs.

DTraining adolescents and young adults to conduct

outreach and staff speakers’ bureaus and teen tele-
phone lines.

DTeaching enrollment brokers, contractors, health care
workers, and EPSDT workers and other staff at out-sta-
toned and presumptive eligibility sites about adolescent
health and the importance of reaching this populadon.

To effectively reach and enroll adolescents who are eligi-
ble for Medicaid and SCHIP:

D States should work with a broad array of service organ-
izations, agencies, schools, and health care providers to
develop, implement, and evaluate outreach and mar-
keting strategies targeted to adolescents (including spe-
cial populations) and their families.

DStrategies should be designed to provide information to
adolescents about accessing health services, including
information about finding adolescent-onented providers,
setting up appointments, co-payment requirements,
grievance options, and the importance of bringing insur-
ance cards to appointments.

Offering a Broad Range of Services

Adolescents require a broad range of health care servic-
es to address their multiple needs. Services of particular
importance include preventive services, family planning
and reproductive health services, mental health and sub-
stance-abuse services, dental care, and services related to
chronic illnesses or disabilities.”? Medicaid and SCHIP
both offer opportunities to ensure the provision of these
services for adolescents.

Preventive Services

Preventive services represent a key set of benefits in Med-
icaid and SCHIP, because many common health problems
faced by adolescents are preventable. The rapid develop-
mental changes that occur in adolescence necessitate fre-
quent health assessments in order to identify new health
issues and risk behaviors early. Medicaid requires states to

establish a schedule for comprehensive health assessments
in consultation with professional medical and dental organ-
izations involved in child health care,# and there is broad
consensus among professional groups that annual health
assessments for adolescents are needed.”

In Medicaid, EPSDT is the cornerstone of preventive
care for children and could result in the provision of
comprehensive care for adolescents. Yet, full implemen-
tation of EPSDT has not been achieved.” (See Box 3 for
one example of a state’s effort to enhance delivery of
EPSDT services.) Also, not all states have provided for
annual well-adolescent exams in their state-designed
SCHIP programs.

To provide for annual well-adolescent visits consistent with
the most current recommendations for adolescent care:

- DStates should update their EPSDT periodicity schedules

and ensure that all health plans and providers are using
the updated schedules.

DStates with separate (non-Medicaid) SCHIP ixograms
should incorporate requirements for annual comprehen-
sive well-adolescent evaluations into their benefit packages.

DStates should ensure that their Medicaid and SCHIP
programs cover approprate preventive services for ado-
lescents in accordance with the most current guidelines.

Family Planning and Reproductive Health Services

Among adolescents, high rates of unintended pregnancy
and sexually transmitted infection (including HIV) make
access to family planning and reproductive health servic-
es critical. A broad range of federal programs, including
Medicaid and SCHIP, can help states meet adolescents’
needs for reproductive health services. In Medicaid and
Medicaid expansion SCHIP, family-planning services are
a mandatory and confidendal benefit. In state-designed
SCHIP programs, states may include family-planning
services as a benefit. Recent data indicate that although
most states have provided coverage for reproductive
health services for adolescents in their SCHIP programs,
fewer require providing adolescents with information
about the full range of reproductive health services or
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Box 3

Spotlight on Preventive Health Services—EPSDT in Massachusetls

Massachusetts’ Medicaid agency, the Division of Medical Assis-
tance (DMA), has taken a number of steps to improve the deliv-
ery of preventive services to Medicaid-eligible adolescents.
These steps include:

D Forming a task force of state agency staff, heaith care providers,
representatives of managed care plans, and advocates to iden-
tify barriers and develop strategies for improving adolescents’
access to care.

D Adopting new Early and Periodic Screening, Diagnosis, and Treat-
- ment (EPSDT) regulations and updating the agency’s periodicity
schedule to specify annual visits for adolescents through age
20.® DMA expects adherence to the annual exam requirement in

both its managed care and fee-for-service Medicaid programs,
and DMA reimburses its Medicaid providers accordingly.

D Providing annual visits for adolescents enrolled in the state-
designed component of the state’s SCHIP program.

D Publicizing the new requirements to health care providers. For
example, the state sent a letter to providers on American Acad-
emy of Pediatrics (AAP) letterhead, signed by the chair of the
AAP committee that developed the schedule and the chair of the
Massachusetts chapter of the AAP. The state put information in
the AAP news, the newsletter for community health centers, and
its own quarterly letter to primary care providers, and also held
trainings on the new schedule.

aThe EPSDT periodicity schedule is consistent with AAP guidelines, Guidelines for Adolescent Preventive Services (GAPS), and Bright Futures, as well as with the Medicaid
HEDIS indicator that calls for annual comprehensive well-adolescent exams. It is also reflected in a set of guidelines endorsed by the Massachusetts Health Quality Part-
nars, a broad group composed of state health agencies including DMA, professional medical societies, hospitals, medical schools, and numerous health plans and insurers.

Sources: Transmitlal letter ALL-99: Appendix W—EPSDT services: Medical protocol and periodicity schedule. Commonwealth of Massachusetts, Division of Medicat
Assistance, May 14, 2001; Massachusetts Health Quality Partners. MHQP Guidelines: Pediatric Preventive Care Recommendations 2001. Available online at hitp://
www.mhqp.org/PediatricRec.pdf; and 130 Code of Massachusetts Regulations §§ 450.142, 450.145, and 450.150 (LEXIS 2002).

how to access care.”” In addition, although many laws
protect the confidentiality of adolescents (as discussed
later), few states report guaranteeing confidentality.”

To ensure adolescents’ access to essential family-plan-
ning services:

D States should ensure that adolescents enrolled in Med-
icaid and SCHIP are informed of the family-planning
services available to them and how to access them.

Mental Health and Substance-Abuse Services

High rates of suicide, depression, and substance abuse in
adolescents™ suggest that many teens need access to men-
tal health and substance-abuse services. Although Medic-
aid and SCHIP provide the possibility of broad coverage
for mental health and substance-abuse services, numerous
limitations exist, such as high cost sharing and restrictions
on numbers of outpatient visits per year, numbers of inpa-

dent days permitted, and the types of providers who can
deliver services and be reimbursed.$-8 While these limita-
tons generally also apply to younger children and adults,
they are likely to have greater significance for adolescerits:
During this developmental period, many behaviors and ill-
nesses that require mental health services—such as drug
use, depression, and eating disorders—have their onset.

Many adolescents could be helped by receiving preven-
tive mental health services before emotional or behav-
ioral problems become severe. But often, services are
not available through Medicaid, SCHIP, or private
insurance without a diagnosis. Nevertheless, some states
are beginning to adopt innovative approaches to
increase adolescents’ access to mental health and sub-
stance-abuse services,* and at least one state, North
Carolina, has made a significant effort to address these
problems (see Box 4).
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To address the mental health and substance-abuse prob-
lems of adolescents:

D States should include coverage in their Medicaid and
SCHIP programs for a limited number of preventve
mental health visits without a diagnosis being required.

D States should include coverage in their Medicaid and
SCHIP programs for care coordination to help families
and primary care providers integrate medical care, men-
tal health care, substance-abuse treatment, and social
services for adolescents.

Dental Care

Dental and oral health problems are particularly severe
for adolescents of all races and ethnic groups who live in
poverty, compared with higher-income youth.3% For
youth who smoke, tobacco use contributes to significant
oral health problems, and adult gum disease may have its
onset at this time.% Nonetheless, access to dental care for

Health Care Needs of Adolescents

adolescents is particularly limited, with lack of insurance
and low family income being major barriers to adoles-
cents’ use of preventive dental care.?”

Medicaid provides dental coverage for children and
adolescents, and most non-Medicaid SCHIP programs
provide dental coverage, but many limitations exist
with respect to scope of coverage and cost sharing. As
with younger children, even adolescents with insurance
coverage often have difficulty finding providers who
accept Medicaid payments, and they encounter long
waiting lists.%

To help ensure that adolescents receive adequate den-

tal care:

D States should implement comprehensive strategies to
increase adolescents’ access to dental services in Medic-
aid and SCHIP.

Box 4

Spotlight on Mental Health Benefits—WNorth Carolina

In 2000, North Carolina expanded access to mental health
benefits for children and adolescents covered by its public
health insurance programs by improving the coverage of pre-
ventive mental health services and broadening the scope of
providers who may bill Medicaid for their services.

North Carolina now allows up to six visits to specified mental
health and substance-abuse providers without a diagnesis of
mental illness. This policy allows adolescents to receive preven-
tive mental health and substance-abuse services without being
formally “labeled” or diagnosed with a psychiatric disorder. This
policy applies to Health Choice, North Carolina’s state-designed
non-Medicaid SCHIP program; Health Check, the state’s Medic-
aid program for children; and the state employees benefit pro-
gram, on which the Health Choice benefit package is based.

In addition, Medicaid policy in North Carolina has been subse-
quently amended to expand opportunities for a broader range of
health care professionals—such as licensed clinical social work-
ers, master’s-level psychologists, and nurse practitioners with
specialized training—to bill for their services. North Carolina now
permits these mental health professionals who are practicing
independently to enroll directly as Medicaid providers and to bill
for services delivered in their offices.

Like many other states, North Carolina is experiencing severe
budgetary crises, including crises in Medicaid and SCHIP. The
extent to which these crises will impede implementation
of North Carolina’s preventive mental health expansion is not
yet known.

Sources: Division of Medical Assistance, North Carolina Department of Health and Human Services. Medicaid Builletin {June 2000):13; and Foy, J. North Carolina Pediatric
Society task force on mental health care access, mental health task force reports Medicaid changes to help pediatricians serve children. Unpublished information bul-

letin of the North Carolina Pedlatric Society. No date.
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Services for Chronic Illness or Disability

Approximately 1.8 million adolescents ages 12 to 17 expen-
ence some degree of limitation due to chronic conditions, a
prevalence rate that is higher than the rate for younger chil-
dren.% The breadth and depth of the benefit package is par-
ticularly critical for adolescents with chronic illnesses or

disabilities, who often require services of greater variety,-

intensity, and duration than do other youth. For example,
these adolescents may need physical, occupational, or speech
therapy, for which benefit limitations are often imposed.?!
While Medicaid and SCHIP offer the potential to provide
comprehensive care to adolescents with special health care
needs, services are not always accessible, and important ben-
efits for this population are sometimes limited %>

Assessing the relative effectiveness of Medicaid and state-
designed SCHIP programs in meedng the needs of ado-
lescents with chronic illnesses or disabilities is difficult.
State-designed SCHIP programs have greater latitude in
shaping their benefit packages, and the effect varies
among the programs: Some states have elected to limit
the types of benefits important for adolescents  with
chronic conditions, but some have chosen to offer an
enriched- benefit package for children and adolescents
with special health care needs that is equivalent to the
breadth of the Medicaid benefit package. (See the art-
cle by Szilagyi in this journal issue for a more complete
discussion of children with special health care needs.)

To address the needs of adolescents with chronic illness-
es or disabilities:

DStates should offer an expanded benefit package in
state-designed SCHIP programs for children and ado-
lescents with chronic illnesses or disabilities.

Assuring Confidentiality
Many adolescents will seek health care services—particu-
larly for such issues as pregnancy, sexually transmitted

infections, or substance abuse—only if they can receive

services confidentallys® Studies show that assurances
of confidentiality increase adolescents’ willingness to dis-
close information, report truthfully, and consider a return
visit, and that without confidendality protection, some
adolescents will forgo care. %100

Numerous federal and state laws affect the confidentiali-
ty of adolescents’ health care information, addressing

issues such as when adolescents may give their own con-
sent for care and when information is shared with par-
ents. At the federal level, new medical privacy regulations,
inidally issued in late 2000, contain specific requirements
regarding the confidendality of medical records and
information pertaining to the care of minors, including
adolescents who are under age 18.'! These rules, which
went into effect in 2001 and were modified in August
2002, srpulate that when minors can receive health
care based on their own consent—that is, without
parental consent—they can exercise most of the privacy
rights provided under the federal privacy regulations.1%
However, the rules give states greater latitude to deter-
mine the extent of privacy protections for minors than for
adults and defer to “state or other law” on the question
of when otherwise protected information may or must be
disclosed to parents. The federal Title X Family Planning
Program and the federal confidentiality regulations for
drug and alcohol programs also include strong confiden-
tiality protections for adolescents who seek treatment on
their own.!™ Finally, both Medicaid and SCHIP include
some confidendality protections that should extend to
adolescents receiving services.!%

At the state level, every state has laws that control the
confidentiality of medical informaton and records'“ and
allow minors to give their own consent for health care in
specific circumstances.!” The minor consent laws gener-
ally are based either on the status of the adolescent minor
or on the services being sought.'® Overall, every state
offers some confidentiality protections to adolescents
who are minors (under age 18), while adolescents age 18
or older generally receive the same confidenuality protec-
dons as other adults.

To ensure that adolescents who are served in Medicaid
and SCHIP are able to access essential services on a con-
fidential basis:

DThe federal government and states should ensure that
health plans and health care providers adopt medical
record, billing, and laboratory procedures that protect
the confidentiality of services provided to adolescents.

DStates and health plans should provide health care
providers and enrollees with specific information about
minor consent and confidentiality protectons that exist
for adolescents.
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Quality and Performance Measurement

Policymakers, purchasers, researchers, health care
providers, and consumers have become increasingly con-
cerned about the quality of health care provided through
both commercial and publicly funded insurance pro-
grams.!®” Considerable progress has been made in recent
years toward developing and testing quality-measure-
ment strategies and tools related to the care received by
children and adolescents. For example, some quality-
measurement tools include items of particular impor-
tance to adolescents, such as adolescent well-care visits;
screening for chlamydia; utilization of mental health serv-
ices; screening, counseling, and treatment for substance
abuse and chemical dependency; immunization status;
and counseling for risk behaviors and other issues such as
diet, exercise, and emotional health.!1°

Nevertheless, only a small number of states have adopted
these measures or items for their Medicaid and SCHIP
programs, and little is currently known about how ado-
lescents use services in Medicaid and SCHIP or the qual-
ity of services that these programs provide.!'! For
example, while every state is collecting quality or per-
formance data related to SCHIP enrollees’ use of health
care services, few states have established performance
goals or strategic objectives for SCHIP that address issues
of particular importance to adolescents. Of the 33 states
that included performance measures related to immu-
nization status in their Fiscal Year 2001 annual reports for
SCHIP, only 10 reported measuring the immunization
status of adolescents.!!? Similarly, while 32 states are col-
lecting data related to annual well-child visits, only 14
states specifically report collecting data related to annual
well-adolescent visits. Even for measures that are relevant
for all enrollees regardless of age, such as access to a usual
source of care, improving EPSDT screening rates, or
increasing Medicaid and SCHIP enrollment, only a small
number of states are collecting or reporting these find-
ings by age group, making it impossible to determine if
the programs are serving children and adolescents equal-
ly well or poorty.

To promote a better understanding of how adolescents
use services in Medicaid and SCHIP, and the quality of
services that these programs provide:

Health Care Needs of Adolescents

D The federal government and states should collect, ana-
lyze, and report quality and performance data in a con-
sistent and uniform way, by appropriate categories
including age group, gender, race, ethnicity, and pri-
mary language.

D States working with consumers (including adolescents),

purchasers, health plans, and health care professionals

with expertise in caring for adolescents should adopt
adolescent-specific performance measures designed to
monitor clinical effectiveness, use of services, access,
and satisfaction with care. '

D Quality assurance and performance assessment shouid
include measures that focus on health promotion and
prevention, including counseling and screening related
to health-compromising behaviors, unwanted pregnan-
cy and sexuvally transmitted infections, diet, weight,
asthma, exercise, depression, and mental health.

D States should require that all purchasers, including
Medicaid and SCHIP plans, adhere to the HEDIS
guidelines that are specific to or relevant to the care of
adolescents.

Conclusion

All adolescents, including those with private insurance,
face significant barriers to accessing the care they need.
Whether through insurance or other programs, enhanc-
ing adolescents’ access to health care will require the ded-
ication of a broad array of policymakers, health care
providers, researchers, advocates, and consumers, includ-
ing adolescents and their families. While Medicaid and
SCHIP have made a significant impact on adolescents’
access to health services, much remains to be done to
ensure that these programs reach their potential.
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Health Insurance for Children

Care of Chﬂdr@n with
Special Health Care Needs

Peter G. Szilagyi

ne measure of a society’s goodness is how

well it cares for its children. This standard

has particular importance for vulnerable

groups of children, such as those facing
special health challenges. Thus, the level of care that
children with special needs receive through public pro-
grams could be seen as a critical marker of the success
of the nation’s publicly funded health insurance pro-
grams. This article reviews the characteristics of children
with special health care needs, the types of publicly
funded programs that serve them, and the challenges
and opportunides involved with providing them with
quality health care. It concludes by offering suggestions
for improvement, such as enhancing outreach strategies
and fostering collaboration across programs.

Who Are Children with Special Health
Care Needs?

The term “special health care needs” (SHCNs) has
been defined in a number of ways. In general, the chil-
dren in this category tend to have a high need for serv-
ices with correspondingly high health care costs. They
also rely heavily on special care and ancillary services. In
addition, they are especially vulnerable to adverse health
outcomes. (See Box 1 for a profile of this group of chil-
dren.) To plan and evaluate health care coverage for
children with SHCNS, policymakers and administrators
require informatdon about the size and needs of this
population. Yet, no uniformity exists in the way differ-
ent states or programs identify children with SHCNs.

The number of children who meet the criteria for hav-
ing SHCNSs varies with the definition and the strategy
used to identify them. In the past, providers limited
their definition to children with specific diagnoses (for
example, cystic fibrosis), clear impairments in function-
ing (for example, blindness), or severe limitations in
daily acrivities. More recently, both the definition of
children with SCHNs and the role of programs that
serve them have been broadened.! By current defini-
tion, children with SCHNSs are those who have (or are
at increased risk for) “chronic physical, developmental,
behavioral, or emotional conditions and who also
require health and related services of a type or amount
beyond that required by children generally,” according
to the Maternal and Child Health Bureau (MCHB).
The broader definition includes children with chronic
physical, mental, developmental, and behavioral needs.
It also encompasses services not traditionally consid-
ered part of the domain of “health care” such as early
intervention, school and developmental programs,
mental health, social and home care services, and other
programs that support families in their caregiving.

Different strategies for identifying children with
SHCN:s also contribute to varying estimates of the size
of this population. In order to aggregate data on this
population at the state level, state Medicaid programs
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Box 1

Profile of Children with Special Health Care Needs

D Prevalence by Demographic Characteristics: Compared with
other children, children with SHCNs are more likely to be over
age three, white, and living with parents with low incomes and
educational levels.

D Burden of lliness: Children with SHCNs have poorer health sta-
tus and more days in bed or absences from school than other
children. The burden upon some families is enormous.

D Access to Services: Compared with other children, children
with SHCNs seem to have similar rates of health insurance cov-
erage and similar rates of having a usual source of care.? How-
ever, children with SHCNs have higher rates of unmet health
care needs.

D Use of Services: Children with SHCNs use more outpatient,
inpatient, pharmacy, and ancillary services than other children;
some use extremely intensive services.

D Special Services: The range of services needed by children with
SHCNs varies widely, with many requiring high-technology care,
highly specialized services, and extensive ancillary (wraparound)
services.

D Co-Morbidities: Many children wiih SHCNs have more than one
chrpnic health problem, and many also have developmental,
behavioral, and social problems.

D Costs: Because children with SHCNs tend to use services more,
the cost of caring for these children is higher than for the gener-
al poputation of children; however, the distribution of costs
across types of services varies widely with the diagnosis and
severity of illness.

D Burden of Cost: Families with children having SHCNs often
spend a considerable amount of their own income (as much as
9% to 12%) for expenses not covered by insurance,” and they
may use up an insurance policy’s lifetime limit on benefits.®

8Having a usual source of care is not thé same as having a medical home, but it is a first step (see Box 3).
bLeonard, B., Burst, J.D., and Sapienza, J.J. Financial and time costs to parents of severely disabled children. Public Health Reports (1992) 107:302-12.
cEdmunds, M., and Coye, M.J., eds. America’s chifdren, Washington, DC: National Academy Press, 1998.

Sources: Stein, R.E.K., and Silver, E.J. Operationalizing a conceptually based noncategorical definition: A first look at US children with chronic conditions. Archives of
Pediatrics and Adolescent Medicine (1999) 153:68-74; Newacheck, PW., Strickland, B., Shonkoff, J.P,, et al. An epidemiologic profile of children with special health care
needs. Pediatrics (1998) 102:117-23; Stein, REK,, Jessop, D.J., and Riessman, C.K. Health care services received by children with chronic iliness. American Journal of
Diseases of Children (1983) 137:225-30; Newacheck, PW., McManus, M., Fox, H.B., et al. Access to health care for children with special health care needs. Pediatrics
(2000) 105:760-66; Szilagyi, P.G., and Schor, E.L. The health of children. Health Services Research (1998) 33:1001-39; Family Voices. The Family Partners Project: The
health care experiences of families of children with special health care needs. 2000. Available onling at http://www.familyvoices.org/survey/sum-find-conc.html.

Accessed December 28, 2001,

1

-

1

generally apply their state’s definition? to readily avail-
able administrative data sets® with information on chil-
dren (such as diagnosis and use of services).* To
estimate how many children are affected nationwide,
surveys or interviews with parents are often used.>*?
Two studies examined parent responses from a nation-
al survey in light of the broad federal MCHB definition
of SHCNS s, and estimated that from 14.8%'° to 18.2%!
of children had special needs. Other approaches tend
to identify fewer children. For example, examining
insurance plan administrative data'? or lists of children

enrolled in special programs'? identifies a lower preva-
lence rate of children with SHCNs. 1+

Reaching a consensus about defining and identifying
the population of children with SHCNs would be help-
ful in designing publicly financed programs to mcet
their nceds, and assessing the quality of care they are
provided. Defining this population in a similar manner
across states and publicly financed programs is crucial in
order to allow program comparisons and trend analyses.
In addition, this information would make possible a
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the overall care of this population.

national effort for broader coverage of children with
SHCNs with an adequate benefit structure and servic-
es. However, such standardization appears unlikely.'s

Key Indicators of Program Quality

Beyond identifying the population, a useful strategy for
assessing how well publicly funded insurance programs
work for children with SHCNS is to examine key indica-
tors of program quality that are unique to these children.
Program performance can be assessed in terms of struc-
tural characteristics (such as the adequacy of benefit
packages, availability of providers, and funding mecha-
nisms), process indicators (such as the level and quality
of primary and specialty care provided, and the level of
care coordination), and outcome measures (such as the
level of health outcomes, and levels of family and
provider satisfaction). At the same time, the variety of
public programs and delivery systems for children with
SHCNs poses a difficult challenge in evaluatng the
overall care of this population. More study is needed in
terms of the impact of different programs, especially the
newer State Children’s Health Insurance Programs
(SCHIP), on the quality of care and health outcomes for
these children.

Structural Characteristics

A key indicator of program quality is the structure of
the program itself: the type of program and benefits it
offers, the providers it makes available, and the way it
is funded. Each of these three structural characteristics
has important implications for the quality of care pro-
vided children with SHCNE.

Type of Program and Benefits

With few exceptions, no universal entitlement program
is available for children with SHCNS.!$'7 Instead, a vari-
ety of federal, state, and local programs cover these chil-
dren, including Medicaid, SCHIP, and Social Security
Insurance (SSI).'® (See Box 2.) Such publicly funded
programs are an important resource: More than one-
third of all U.S. children with SHCNSs are likely to be
covered by them.'29 Even more are likely to be cligible
for coverage, but not enrolled. While the number of

Children with Special Health Care Needs

. . . the variety of public programs and delivery systems for
children with SHCNSs poses a difficult challenge in evaluating

children with SHCNs enrolled in Medicaid managed
care and SCHIP managed care plans increased dramat-
ically in the 1990s, many more children are eligible.?!

Several studies have examined the adequacy and
breadth of the benefit structure of public health
insurance programs with respect to children with
SHCNs.22-25 Srudies of Medicaid managed care sug-
gest that these programs can improve children’s
access to a medical home and facilitate tracking of
enrollees, but may also limit needed services by con-
stricting benefits, restricting referrals, and creating
disincentives for primary care providers to accept
children with SHCNs or to manage them optimal-
ly.26 Nevertheless, overall, Medicaid offers the most
comprehensive benefit package for these children.

Every state Medicaid program—including every Med-
icaid expansion SCHIP program—is required to offer
Early and Periodic Screening, Diagnosis, and Treat-
ment (EPSDT) health services that cover “medically
necessary” diagnostic and trearment services for chron-
ic conditions, and “optional” Medicaid services as long
as medical screening deems the services necessary. The
latter include wraparound services such as dental care,
physical and occupational therapy, prescription drugs,
eyeglasses, rehabilitation, social work, and home nurs-
ing.?” While many groups have opposed the wide scope
of mandated services under Medicaid, the comprehen-
sive benefit package is beneficial to children with
SHCNSs. States tend to interpret the “medically neces-
sary” standard broadly, and have provided specifica-
tions regarding coverage and service delivery in their
managed care contracts.® For example, Pennsylvania
required Medicaid managed care plans to cover any
service that “is reasonably expected to prevent the
onset of an illness...or is reasonably expected to reduce
or ameliorate the physical, mental, or developmental
effects of an illness, condition, injury, or disability.”?

By contrast, the benefit packages offered by separate
SCHIP programs are more limited (see the article by
Wysen, Pernice, and Riley on program design in this
journal issue). Benefit packages through SCHIP often
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Box 2

Publicly Funded Programs Available for Children with Special Health Care Needs

Medicaid: By far the largest public health insurance program with
the most comprehensive benefit package for children with SHGNs.?

In fact, the benefit package in the Early and Periodic Screening, .

Diagnosis, and Treatment (EPSDT) program was designed with
children with SHCNs in mind.® Medicaid covers children with
SHCNs who are institutionalized and includes coverage of much
durable medical equipment and many ancillary services.

SGHIP (or Title XXI): Covers many children with SHCNs now, but
benefits vary by the type of program. Medicaid expansion pro-
grams have more comprehensive benefit packages for children
with SHCNs than programs modeled after commercial insurance
plans.® Four models of SCHIP that cover children are;®

D Traditional Approaches: Programs that rely on the basic SCHIP
program to serve children with and without special needs.

D Wraparound Approaches: Programs that offer supplemen-
tary coverage (such as care coordination) and a benefit pack-
age that often mirrors Medicaid benefits for children with
SHCNs identified by providers.

D Service Garve-Outs: Programs that enroll children with spe-
cial needs in both a SCHIP managed care program and the
state Title V (or other special needs) program, so that the
oversight, financing, and programmatic responsibilities no
longer reside with the managed care plan providing SCHIP
coverage.

D Specialized Systems of Care: Programs that automatically

. enroll children in a special state program that is funded and
managed separately from the SCHIP managed care plan and
is specially designed for them.

aStein, R.E.K. Challenges in long-term health care for children. Ambulatory Pedi-
atrics (2001) 1:280-88; Leonard, B., Burst, J.D., Sapienza, J.J. Financial and time
costs to parents of severely disabled children. Public Health Reports (1992)
107:302-12.

bNational Institute for Health Care Management. Assuring quality of care for chil-
dren in Medicaid managed care-EPSDT in a time of changing policy. Washington,
DC: NIHCM, 1995,

cAmerican Academy of Pediatrics Committee on Child Health Financing. Imple-
mentation principles and strategies for the State Children's Health Insurance
Program. Pediatrics (2001) 107:1214-20.

dSchwalberg, R., Hill, 1., and Mathis, S.A. New opportunities, new approaches:
Serving children with special health care needs under SCHIP. Health Services
Research (2000) 35:102-11.

Title V of the Social Security Act (via the Maternal and Child Health
Services Block Grant): Provides money to states to develop commu-
nity-based programs for mothers and children. At least 30% of Title V
funds must be used for children with SHCNs.® Services include case
management, coordination of care, home visitation, and family sup-
port. States must match three dollars for every four dollars received
by Title V, a higher level of state match than required for SCHIP or
Medicaid. Some states match even larger amounts, but states vary’
greatly in their use of Title V funding and covered services.'

Supplemental Security Income (SSI): Provides cash assistance to
help families meet some expenses related to disabilities, qualifies
children for Medicaid, and ensures that children receiving SSI are
referred into the state’s Title V programs. Children must demonstrate
both disability and financial need. Welfare reform legistation of 1996
tightened the definition of “disability,” particularly for children with
behavioral problems, Children must fulfill two requirements for SSI.?
They must have (1) a physical or mental impairment that results in
“marked and severe functional fimitations” and (2) a condition that
is expected to last for more than one year or to cause death within
ayear. The leve! of disability must be substantial to qualify for SSI. In
addition, this benefit is not available to middle-income families,
although in most states the income-eligibility requirements for SSI
are more liberal than even the SCHIP income limits.”

Katie Beckett Waivers: Since 1982, states have applied to the
Department of Health and Human Services for state-specific Med-
icaid waivers (called “Katie Beckett waivers” and “1115 waivers”)
to apply federal and state funds to cover health care for people
with SHCNs who would otherwise be institutionalized or forgo
needed care. The waivers vary by state, often involve demonstra-
tion projects, and usually include wraparound services.'

¢Kaiser Commission on Medicaid and the Uninsured. Health insurance coverage
in America: 2000 data update. Washington, DC: KCMU, January 2002.

! American Academy of Pediatrics. Legisiative and regulatory issue: Maternal and
Child Health Block Grant. Washington, DC: AAP, 1997, Available online at http://
www.aap.org/advocacy/washing/maternal.ntm. Accessed on December 8, 2001.

9American Academy of Pediatrics Committee on Children with Disabilities. The
continued importance of Supplemental Security Income (SS) for children and
adolescents with disabilities. Pediatrics (2001) 107:790-93.

hMcManus, M., Flint, S., and Kelly, R. The adequacy of physician reimbursement
for pediatric care under Medicaid. Pediatrics (1991) 87:909-20.

1 Family Voices. Waivers: The Katie Beckett waivers and the 1115 waivers.
Available online at http://www.familyvoices.org/fs/ma-kbw.html. Accessed
December 8, 2001.
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exclude services that are important to some children
with special health care needs such as case manage-
ment, rehabilitative services, and behavioral health
services.3® In many cases, uncertainty exists regarding
the source of payment for certain services. For exam-
ple, some SCHIP programs consider speech therapy
for a child with autism a medical necessity, while others
consider it an educatonal intervention. Similarly, the
source of payment for a child who requires a nurse to
accompany him to school may be unclear. Nonetheless,
public program benefit plans—including both Medic-
aid and SCHIP programs—are often more compre-
hensive than the benefit packages of typical commercial

plans in the same regions.®'

Availability of Providers

A key structural aspect of quality of care involves avail-
ability of primary care, specialty care, or ancillary health
providers for children with SHCNSs. As described below,
four broad categories of health care providers serve chil-
dren with special needs. Children with SHCNs may seek
services from any of these categories regardless of the
type of health insurance coverage they have.

D Primary Care Providers (Medical Home): A major
goal of health care is for all children with SHCNs to
receive comprehensive care within a “medical home,”
where health care services are “accessible, family-cen-
tered, continuous, comprehensive, coordinated,
compassionate, and culturally competent.”® (See
Box 3.) Most often, a primary carc practice serves as
a medical home. '

D Specialty Providers: Many children with SHCNs
require specialty care and rely on multple pediatric
subspecialists and surgical specialists. The amount of
service varies widely depending on the child’s diag-
nosis, and some children with major handicapping
conditions require extensive specialty care that is
extremely costly.

D Community-Based and Ancillary Providers: The
needs of children with SHCNS often extend beyond
traditional primary care and include a wide range of
allied health services such as nursing, physical and
occupational therapy, speech and developmental sup-
ports, and durable medical equipment. In addition,
many children with SHCNSs have special educational
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needs, and school-based providers become exceed-
ingly important. Often these services are not funded
through the health care system, but through special
educational programs mandated by federal law.33

D Safety Net Providers: A range of academic medical cen-

ters, neighborhood health centers, public health clin-
school-based health centers, and other
organizations serve low-income populations, offering
both ambulatory and inpatient care for no fee to the
patient. Because safety net providers rely largely on
Medicaid revenues®3 and many—particularly those
within academic medical centers—offer specialized
services for children with SHCNS, they often provide
the actual primary and specialty care for children with
SHCN:Ss that are covered by publicly funded programs.

ics,

National studies have found that more than 90% of chil-
dren with SHCNs do have a usual source of care,
including children with SHCNS enrolled in Medicaid. 3¢
Recent studies of prototype state insurance programs
that were initiated prior to SCHIP also found that more
than 90% of children with chronic conditions such as
asthma had a usual source of care.?”:*# Although having
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Box 3

Importance of a Medical Home for Children with SHCNs

A medical home is not a specific site, but rather a comprehensive
approach to providing optimal health care in partnership with chil-
dren and their parents. Providers at the medical home assist chil-
dren and families in obtaining comprehensive and other
educational and community-based services that are:

D Accessible
m Care is provided in the child’s community and available 24
hours a day, 7 days a week.
= All insurance, including Medicaid, is accepted, and changes
are accommodated.

D Family-Centered
= Recognition that the family is the principal caregiver and the
center of strength and support for children.
= Unbiased and complete information is shared on an ongoing basis.

D Continuous )
mThe same primary pediatric health care professionals are

available from infancy through adolescence.
m Assistance with transitions (to school, home, and adult servic-
es) is provided.

D Comprehensive
= Preventive, primary, and tertiary care needs are addressed.

D Coordinated
= Families are linked to support, educational, and community-
based services.

D Compassionate
= Concern for the well-being of child and family is expressed
and demonstrated.

D Culturally Effective
= The family’s cultural background is recognized, valued, and
respected.

Source: American Academy of Pediatrics. The medical home. Pediatrics (2002) 110(1):184-86. Available online at http://www.aap.org/policy/S060016.html.

(i

1

a usual source of care is only a first step toward having
a “medical home,” it is a necessary one. At the same
time, children with SHCN's in public programs do not
fare as well with respect to the availability of personnel
for care coordination and access to specialty care, as fur-
ther discussed below. Overall, too few specialists are
available to serve children covered by Medicaid or
SCHIP. Moreover, Medicaid managed care plans often
have limited provider networks and require prior
authorization for out-of-plan referrals, both of which
may hinder access to appropriate specialty care, 34

Funding Mechanisms

Children with special needs who are in publicly funded
programs such as Medicaid or SCHIP may be covered
by three major funding mechanisms: fee-for-service,
managed care, and blended models. Each funding
mechanism has both advantages and disadvantages for

children with SHCNs, who tend to have a high need
for costly services and specialty care.

D Fee-for-service: A fee-for-service system pays providers,
hospitals, and other health care services a fee based on
patient use of services, with more use resulting in
greater payments. Sometimes the payments for specif-
ic services are negotiated beforehand. Traditional
Medicaid is an example of this funding mechanism. A
major advantage of fee-for-service arrangements with
respect to children with SHCNs, who consume more
costly health care services than typical children, is that
this arrangement minimizes the incentive toward lim-
iting needed services. However, the system may reward
the provision of unnecessary care.

D Managed care: This broad term encompasses a vari-
cty of funding arrangements. In general, a defined
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population is assigned a primary care provider who
acts as a gatekeeper responsible for care coordination.
Providers can be paid a discounted fee-for-service rate
(they may negotiate to receive more if the managed
care organization achieves a level of financial success),
or they can receive a set amount per patient irrespec-
tive of the amount of services used (this is called cap-
itation). An advantage of capitation is the incentive to
use only efficient and effective care that results in cost
savings. A potential disadvantage, particularly for
children with SHCNS, is a tendency to deny needed
services and to fail to enroll high-cost patients.

D Blended models: A number of programs have experi-
mented with “carve-outs” (see Box 2) that usually
include fee-for-service payments for certain compo-
nents of care (such as prescription medications or
mental health services), while applying capitation for
other components (such as primary care). Blended
models try to incorporate different incentives for
providers and patients to reduce the disadvantages of
capitation (for example, denial of appropriate servic-
es or refusal to care for the chronically ill) and those
of fee-for-service arrangements (for example, poten-
tal for excessive care).

Currently, although some findings exist, insufficient
research evidence makes it difficult to characterize the
performance of these different funding mechanisms for
the population of children with special needs. One
consistent finding, however, is that Medicaid reim-
bursement for providers has been substantially lower
than reimbursement by commercial insurers, making
many providers reluctant to care for this population
when covered by Medicaid.**#¢ To determine the best
types of financing strategies for children with SHCNS,

more research is needed.

Process Indicators: Access and Coordination of Gare
The promise of a comprehensive benefit package does
not necessarily translate into the reality of access to
appropriate services.*”*® Thus, evaluating the process
of providing care for children with SHCN: is critical.
Several studies have addressed the quality of the
processes by which children with SHCNS secure health
care, mostly focusing on access to primary and special-
ty care, and on the continuity and coordination of care.

Children with Special Health Care Needs

Access to Care

All publicly and privately funded programs based on
current identification methods face the challenge of
enrolling eligible children with SHCNS, leading some
to perform targeted outreach. The effectiveness of
such outreach programs is difficult to judge except to
note that fewer children with SHCNSs are enrolled in
publicly funded programs than expected based on their
prevalence within the population.***® One reason is
that these children are expensive and difficult to treat,
and while program managers want to provide care for
cligible children, there are also disincentives to
enrolling more children because of the added expense.

An initial step in a program’s ability to care for SHCNs
is its capability and process of identifying the popula-
tion. Unfortunately, neither Medicaid nor SCHIP pro-
grams tend to utlize special means to identify the
population; instead they rely on the existing health care
system to identify the population through children’s
enrollment in programs like Title V or SSI, identifica-
tion by providers, or via a list of chronic conditions.}*2
Barriers to identification include the lack of a common-
ly accepted definition and inconsistent use of screening
tools to determine whether children meet the defini-
tion’s criteria. A qualitative study of different models of
Medicaid managed care programs for children with
SHCNEs in eight states noted that fee-for-service pro-
grams were the least able to identify these children.’?

Nevertheless, it appears that the publicly financed
health care system is performing relatively well for chil-
dren with SHCNs on overall markers for quality of
care, although publicly insured programs perform
slightly worse than privately insured programs in cer-
tain measures. For example, one national study found
that the proportion of children with SHCNs who had
a usual source of care was the same for publicly and pri-

vatcly insured children, and that the proportion of

publicly insured children with SHCNs who missed or
delayed medical, dental, or mental health care was sim-
ilar to privately insured children with SHCNs. At the
same time, the study also found that publicly insured
children fared worse on other measures of quality such
as parental satisfaction with at least one aspect of their
child’s primary care.* However, this finding of less
parent satisfaction in public programs may be due to
the fact that children with SHCNs who are also poor

The Future of Children

146

143



Szilagyi

have even more complex and significant needs than do
privately insured children (who are less often poor).

In addition, some evidence suggests that children with
a variety of chronic conditions who are in Medicaid use
more services than children with similar diagnoses who
are covered by private insurance, including outpatient,
emergency services, and home health services.> This
may be in part due to greater severity of illness among
publicly financed children with SHCNSs, and does not
necessarily reflect better or worse care. In other words,
there is no simple answer to the question about
whether publicly financed children with SHCNs
receive better or worse access to care than privately
financed children with SHCNS.

Continuity and Coordination of Care

Two dimensions of quality are particularly important
for children with SHCNSs: continuity and coordination
of care. Research indicates that the provision of com-
prehensive case management for children with serious
chronic conditions can reduce rates of hospitalization
and lower overall health care costs.’” Yet, several stud-
ies have demonstrated that many children with SHCNs
in both publicly and privately funded programs experi-

ence discontinuities in care, insufficient primary care or
coordination of care, and gaps in services especially
with respect to specialty providers.58-¢0

Continuity of care is important for children with SHCNs
because they often have chronic needs for costly services.
Butinadequate attention has been given to the barriers to
continuity of care within publicly funded programs. For
example, a significant factor contributing to discontinuity
of care is the mandatory waiting period for SCHIP
enrollment. Many SCHIP programs have mandatory
waiting periods of two to six months during which a child
must be uninsured prior to being able to enroll.8! These
waiting periods could present hardships for children with
SHCNs because of gaps in services during uninsured
months, or because these children may have been previ-
ously covered by commercial insurance and therefore
would not be eligible for SCHIP because of a lack of an
uninsured period. A recent evaluation of the design of
SCHIP programs in 15 states®? found that some states
tried to address such potential problems associated with
mandatory waiting periods. Six states specifically exempt-
ed the waiting period policy depending on whether the
medical costs for families were greater than a certain
amount. For example, Connecticut waived a six-month
waiting period if families paid greater than 5% of their
gross income for their prior insurance plan coverage.$®
Other states focused exemptions directly on children
with SHCNs. For example, at oné time North Carolina
waived its two-month waiting-period requirement for
families of children with SHCN:S, if the prior coverage did
not cover the special need (more recently, in October
2001, North Carolina eliminated its requirement of a 60-
day period of uninsurance).%

Coordination of care is also important to children with
SHCNs because of their frequent need for specialty
care. A major recent improvement to the coordination
of care has been the promotion of providing a medical
home for children with SHCNs, with specialists and
ancillary providers used as needed. Yet, several studies
have found that while most children with SHCNS have
a usual source of care, there was evidence of insufficient
coordination between primary and specialty care. For
example, a recent four-state study of children covered
by Medicaid with serious chronic conditions found
that most failed to receive care from a subspecialist,
even though most of their conditions warranted such
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visits annually.%® This confirms earlier studies®®*” noting
barriers to specialty care among children with SHCNs
in publicly financed programs. At the same time, a
recent study of children with SHCNs within the Ore-
gon Health Plan managed care program suggests that
enrollment in SSI may have facilitated access to spe-
cialty care.®® Also, only a small proportion of children
with SHCN failed to receive needed care because of
cither cost barriers or other reasons.

If primary care providers are to serve children with
SHCNs who are in publicly funded programs, they
must participate in publicly funded programs, and have
adequate personnel to coordinate the children’s care.
Although the majority of practicing pediatricians par-
ticipate in Medicaid and SCHIP, low reimbursement
rates and high levels of paperwork discourage some
from participation.® While providers report high levels
of organization and coordination of care for children
with SHCNs and frequent use of family-centered
approaches, care coordination within pediatric prac-
tices is often limited by lack of time and resources.”

Children with Special Health Care Needs

Outcome Measures _

Measuring health outcomes and the quality of care for
children with SHCNs is challenging. Individual pro-
grams must develop goals and outcomes specifically tai-
lored to the needs of pardcular populations. One set of
performance measures, recommended by the MCHB, is
listed in Box 4. Another promising strategy for monitor-
ing the quality of publicly financed care for children with
SHCNSs involves using the Health Plan Employer Data
and Information Set (HEDIS),” a set of standardized
performance measures developed by the National Com-
mittee on Quality Assurance (NCQA).”>7* Other tech-
niques for monitoring health outcomes and the quality
of care include provider surveys, consumer surveys,
administrative data, surveys tailored for children with
SHCNs,7576 and commissioned research studies.

Overall, health outcomes of children with SHCNs are
clearly lower than outcomes of normal children due to
their chronic diseases. Outcomes for children with
SHCNs covered by Medicaid may be lower than for
children with SHCNs covered by private insurance,
although factors other than the performance of Medic-

L

Box 4

Six Core Outcomes to Measure Successful Care of Children with SHCNs

To improve care for this large population of children and families,
the Maternal and Child Health Bureau developed six core outcomes
to guide efforts to address the needs of children with SHCNs:

D All children with special health care needs will receive coordi-
nated ongoing comprehensive care within a medical home;

D All families of children with special health care needs will have
adequate private and/or public insurance to pay for the servic-
es they need;

D All children will be screened early and continuously for special
health care needs;

D Services for children with speciai health care needs and their
families will be organized in ways that families can use them
easily;

D Families of children with special health care needs will partner
in decision making at all levels, and will be satisfied with the
services they receive;

D All youth with special health care needs will receive the servic-
es necessary to make appropriate transitions to adult health
care, work, and independence.

Source: Maternal and Child Health Bureau. Achieving and measuring success: A national agenda for children with special health care needs. MCHB. Health Resources
and Services Administration. Available online at http://www.mchb.hrsa.gov/programs/specialneeds/measuresuccess.htm. Accessed on January 13, 2003.
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‘aid may account for these differences. Many studies

have described the health status of children with
SHCN:s, focusing both on children with specific chron-
ic conditions and all children with special needs.””-7?
Several found that children with certain chronic condi-
tions who were covered by Medicaid had worse health
outcomes (for example, more hospitalizations, worse
health status) than children covered by private insur-
ance.’®#! But complicating such comparisons are inher-
ent differences in the populations; for example, children
covered by Medicaid are more likely than children in
private insurance to have more severe diseases, a larger
number of chronic problems, and more environmental
or social problems.? All of these factors may lead to
worse health outcomes. Thus, it would be incorrect to
state conclusively that poor performance of the publicly
financed programs leads to the worse health outcomes
among SHCNs. The ultimate health status of children,
even those with special needs, is a product of many fac-
tors in addition to health insurance, all of which need to
be considered when judging the quality of a health care
financing program.

Program success also can be evaluated from the point of
view of the key partners: parents and patients, providers,
and the public programs.3? According to recent surveys,
satisfaction by parents of children with SHCNs in gen-
eral appears to be reladvely high 386 For example, a
1998 survey of families of children with SHCNs found
that most parents were satisfied with the overall care by
their physicians.” However, those covered by Medicaid
plans were more satisfied than families of children in pri-
vate managed care plans (perhaps because of Medicaid’s
broader coverage). Major problems identified by families
in both public and private plans included insufficient
care coordination, limited specialty care due to approval
requirements by the plan, and difficulty accessing men-
tal health, behavioral health, and home health services.®
In addition, pediatricians are often dissatisfied by the lack
of available subspecialists, obstacles to referrals, and the
lack of personnel within primary care practices to per-
form case management for children with SHCNs 3992

In sum, recent changes in the publicly financed health care
system appear to have produced better access to primary

Two dimensions of quality are particularly important for
children with SHCNs: continuity and coordination of care.

care for children with SHCN:, although insufficient access
to subspecialty care persists in many cases. Coordination
of care remains suboptimal because of inadequate financ-
ing and personnel. Standardized instruments and meas-
urement strategies arc just now being incorporated and
will hopefully be able to better measure the level and qual-
ity of care for children with SHCNs. There is an old say-
ing that “what gets measured gets done.” Measuring the
quality of care for children with SHCNs in publicly
financed programs will enable planners, providers, and
consumers to make services more efficient and effective,
and ensure that the job is done well.

Improving the System of Publicly Funded
Programs for Children with SHCNs

While many aspects of the publicly funded system work
well for children with SHCNs, improvements could lead
to a better quality of care and uldmately to improved
health for children with SHCNs. Suggestions for
strengthening these programs are outlined briefly below.

(1) Enhance outreach. Ouureach strategies should
be enhanced to enroll children with SHCNs in
appropriate health insurancc programs. While
new outreach efforts for Medicaid and SCHIP
seem to have increased enrollment, state SCHIP
outreach programs have not specifically targeted
children with SHCNs for enrollment.®* The 10-
year plan by the MCHB* calls for managed care
plans and health care programs to incorporate a
systematic process for identifying their children
with SHCNs and for tracking and monitoring
their care. Having a systematic process for ident-
fying these children is the first step toward effec-
tively managing their care.?>%¢

(2) Include wraparound services. State separate
SCHIP programs that offer a more restricted bene-
fit package for children with SHCNs compared to
Medicaid’s should broaden their coverage to
include wraparound services that are critical for chil-
dren with SHCNS, such as dental care, physical and
occupational therapy, prescription drugs, eyeglasses,
rehabilitation, social work, and home nursing,.
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(3) Improve provider networks. State Medicaid and

SCHIP programs should develop effective strate-
gies to ensure the adequacy of provider networks
to serve children with SHCNs. State programs
should monitor the availability of primary care,
specialty care, and subspecialty providers. Public
programs should increase access to primary care
medical homes, and improve access to subspecial-
ty providers for children with SHCNs by reexam-
ining referral and medical authorization
requirements and broadening the provider net-
work. Increased training will also help primary care
providers to understand the concept of compre-
hensive medical homes to ensure that primary care
sites meet the criteria for a true medical home.

(4) Apply appropriate financial incentives. Programs

should consider risk adjustment strategies and
carve-outs to more appropriately compensate for
the cost of serving the children that have the most
severe conditions. Because 10% of children with
severe chronic conditions utilize 70% to 80% of chil-
dren’s health expenditures,®” the financial pressures
for publicly financed managed care plans are to
avoid these high-cost patients. Risk adjustment
strategies offer a solution to the lack of incentives for
caring for this expensive population by more appro-
priately reimbursing plans or providers.® These
techniques, which are sdll early in their develop-
ment for children, incorporate demographic, health
status, and diagnostic information to classify indi-
viduals in terms of risk of health care expenditures,
and to adjust capitation rates,” raising reimburse-
ments. If used in conjunction with rigorous quality-
assurance monitoring techniques,!% they may help
to develop more appropriate payment strategies for
children with SHCN:Ss.

Several state Medicaid programs (for example, Col-
orado, Maryland, New Jersey, Oregon, and Wash-
ington) have already adopted payment systems that
vary based on health status of enrollees.!?'-1% These
systems provide increased payments to Medicaid
managed care plans for enrollees who are classified
as having serious chronic illness. Increased use of
risk adjustment systems is needed, and newer sys-
tems are being developed that will better focus on
children with SHCNs. 104
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(5) Support case management. Publicly financed

programs should help with case management and
care coordination at the provider level. For
instance, they could assist providers with arranging
services, provide information to case managers
about children’s utilization of recommended care
(such as filling of prescriptions and follow-up with
mental health or subspecialty providers), and
increase their funding for case management activi-
ties that both improve the functional status of
children with SHCNs and reduce the occurrence
of complications of chronic conditions that are
often costly to treat.!%

(6) Develop and disseminate best practices. Profes-

sional organizations and perhaps states should
develop “best practices” for serving children with
SHCNs among Medicaid, SCHIP, and Title V pro-
grams. Descriptions of innovative solutions and
program components that appear to work could be
disseminated to other states and programs via pub-
lications, workshops,'% and other communications.

(7) Cross program collaboration. States should

increase collaboration across different funding
programs used by children with SHCNs. Stronger
ties between state Medicaid programs, SCHIP
programs, and Title V programs could enhance
identification of children with SHCNs and track-
ing of their health care.!”” Such coordination,
while not specific to children with SHCNs, could
particularly benefit this vulnerable population. For
instance, increased collaboration across programs
at the community level might enhance patient
access to specialty care and to wraparound services
(two areas that have been problematic for children
with SHCNs). Programs could also work with
other key child services such as educational and
social services.

(8) Monitor care. States should monitor the care

provided to children with SHCNSs to ensure that
they are receiving appropriate services through
publicly financed programs. Monitoring should
include prevalence of these ‘children in the insur-
ance program, access to and use of services, quali-
ty of care, presence of unmet needs, satisfaction
and health outcomes, costs, and program per-
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formance. Monitoring children with SHCNs sepa-
rately will require a systematic means to define and
identify the population of children with SHCNs
(including uniform coding mechanisms and defini-
dons of children with SHCNs) and routine assess-
ment of health measures that are critical to
children with SHCNS. 10810

Conclusion

Children with special health care needs represent an
important and large subgroup of children with chron-
ic disorders who are at high risk for suffering adverse
outcomes. Although precisely defining this subgroup
of children is difficult, around 14.8% to 18.2% of all
children face special health challenges. Just as it is crit-
ical for health insurance programs to evaluate how suc-
cessfully they serve adults with chronic conditions such
as heart disease and diabetes, so too is it critical to eval-
uate the success of publicly financed programs in serv-
ing the needs of children with SHCNS.

Opverall, the publicly funded insurance programs seem
to work well for children with SHCNs, who often need
wraparound services and subspecialty care. The com-
prehensive benefit coverage under Medicaid is particu-
larly critcal for these children, and separate state
SCHIP programs often offer broader benefit coverage
than is available under many commercial plans (though
not as extensive as under Medicaid). Families with chil-
dren having SHCNs are generally satisfied with their
children’s care under public programs. While health
outcomes of children with SHCNs tend to be poorer
than outcomes of other children, determining the
degree to which this gap can be narrowed by the
improved performance of insurance programs is diffi-

cult because children with SHCNs have underlying
chronic conditions that lead to poor outcomes.

Nonetheless, a number of improvements in publicly
financed insurance programs could be made to address
such issues as the frequent unavailability of specialty
providers and lack of coverage for certain scrvices. Pos-
sible improvements include more effective outreach to
enroll children with SHCNS, better provision of wrap-
around services, improved provider networks, use of
appropriate financial incentives, better support for case
management, development and dissemination of best
practices for SHCNs, and monitoring care. Continuous-
ly monitoring, the quality of care for children with
SHCNs within publicly financed programs is essential to
ensure that they are receiving the services they need. Pri-
mary care providers within a medical home need to help
coordinate the care for children with SHCNs because
these children often require ancillary services. Public
programs can assist providers in this care coordination by
offering appropriate provider networks, comprehensive
benefit packages, monitoring, and coordination of care.

If a measure of society’s goodness is how well it cares
for its children, and one marker is how well insurance
and public programs serve children with SHCNs, then
there is stll substantial room for improvement before
we can feel satisfied that we are doing all we can to help
some of our nation’s most vulnerable children.

The author wishes to express his appreciation for the

excellent reviews and suggestions by Lynda Honbery,
Greg Liptak, Thomas McInerny, Laura Shone, and

Donna Wegener.
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Health Insurance for Children

Reducing Health Disparities

among Children

Dana C. Hughes and Sandy Ng

SUMMARY

The ultimate goal of providing public health
insurance is to improve the health of low-
income children. Yet, acknowledging the limi-
tations of health insurance is important because
children’s health is shaped by a variety of fac-
tors, many of which cannot be influenced by
increased access to health care. Health status is
also affected by race, language, culture, geogra-
phy, and socioeconomic class.

This article summarizes current research about
what health insurance can and cannot do in
three areas: providing access to health care,
reducing stress and worry for parents, and
improving children’s health status. This review
reveals several important themes, including:

D A strong link between health insurance and
access to care.

D Evidence that health insurance reduces
parental stress—both financial and emotional.

D Mixed and inconclusive evidence about the
link between health insurance and improved
health status.

The authors discuss some of the barriers to
improving the health status of low-income
children beyond increasing access to health
care. They emphasize that ultimately, the
underlying social inequities that lead to dispar-
ities in health status based on race, income, and
education should be addressed.
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ver the past 15 years, federal and state ini-

tiatives have significantly expanded health

insurance for low-income children, with

the goal of increasing their access to care
and, ultimately, improving their health status. Yet, low-
income children still lag behind their more aftluent
peers in health and well-being. Socioeconomic level,
which is typically expressed in terms of parental
income, education, and occupation, is a strong and
consistent predictor of health status. Children lower in
the socioeconomic hierarchy suffer disproportionately
from almost every disease and show higher rates of
mortality compared with those in families that are bet-
ter off.1-3 -

During the 1980s and early 1990s, Congress greatly
expanded the Medicaid program so that today, virtual-
ly all poor children are eligible for Medicaid coverage.
(See the article by Mann, Rowland, and Garfield in this
journal issue.) Complementing Medicaid, in 1997
Congress created the State Children’s Health Insur-
ance Program (SCHIP) for children in families with
incomes too high to qualify for Medicaid, but who still
cannot afford private insurance. SCHIP serves fewer
children, but is an important source of coverage for
those who would otherwise lack it. In addition, a small
number of private-sector insurance efforts over the past
two decades have sought to extend subsidized cover-
age to otherwise uninsured children.*

The expansion of health insurance eligibility is an
important and necessary step in the effort to improve
the health status of low-income children—but it is
only one of many needed steps. As a result, despite
expanded insurance coverage, achieving measurable
improvements in the health status of low-income chil-
dren has proven elusive. To explain the complex social
and policy environment that shapes children’s health,
this article discusses key factors besides health insur-
ance that influence children’s health. This article
examines how health insurance can and cannot affect
these factors—and, consequently, what insurance can
do to improve children’s health status—and why
health insurance expansions are necessary, but not suf-
ficient, to reduce health disparities between high- and
low-income children.

Major Influences on Children’s Health

Children’s health status, like that of adults, is influ-
enced by many factors in addidon to health care,
including socioeconomic, biological and genetic, envi-
ronmental, sociocultural, and behavioral factors.®
Together, these influences protect children or con-
tribute to poor health or disease.

The primary role of health care (and by extension,
health insurance as a means of gaining access to needed
care) in influencing children’s health status is to prevent
and mitigate health problems. Specifically, health care
educates families about prevention measures, screens
and detects problems as they emerge, and treats those
condidons. As important as health care and health
insurance are, however, neither influences children’s
health status as strongly as does socioeconomic status.

Data from the National Survey of America’s Families
confirm the relationship between parents’ income and
education and children’s health.S In 1999, children
from low-income families (with incomes below 200%

Figure 1

Self-Reported Health Status of Children
by Income, 1899
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Figure 2 )
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Self-Reported Health Status of Children by Parental Education Level,* 1999
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of the federal poverty level) and children whose parents
had less than a high school education were far more
likely to be in fair or poor health compared with other
children. (See Figures 1 and 2.)

Low-income children have higher rates of mortality
(even with the same condition),”® have higher rates of
disability,>!? and are more likely to have multiple condi-
tions.!! In additon, when low-income children have
health problems, they tend to suffer more severely.!?
Children whose parents have lower education levels and
lower-paid occupations also tend to have worse health
than their more economically advantaged peers.!*!5
Similarly, numerous studies have documented racial and
ethnic disparities in health care and health.'s Even when
controlling for income and insurance coverage, racial

and ethnic minority children fare worse than white chil-
dren with respect to such indicators of access to care as
presence of a usual source of care, number of physician
contacts, and frequency of unmet health needs."”

Policies that promote improved access to health care
for low-income and minority children address only one
of a set of complex factors that influence children’s
health and well-being. Genetic, environmental, and
behavioral factors also play an important role. Health
system models that reflect these other factors began to
emerge in the 1970s.!8 One frequently cited analysis of
these models, published in 1990, builds a comprehen-
sive framework placing health care within the context
of all these other factors (see Figure 3). As noted in this
analysis, while the relatve contributions of these
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Figure 3

A Comprehensive Framework of Factors Affecting Health and Well-Being
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Source: Evans, R.G., and Stoddard, G.L. Producing health, consuming health care. Social Science Medicine (1990) 31(12):1359, figure 5 (with permission from Elsevier Science).

numerous risk factors vary by health condition and by
individual, they typically work in combination.

Reflecting the broad array of factors that influence
health, in September 1990, the U.S. Department of
Health and Human Services launched a comprehensive
initiative to improve the health of Americans called
Healthy People 2000.'° Among its 22 priority areas,
the inidative included objectives to improve physical
activity and fitness, nutrition, and environmental
health, as well as the quality of health care services. The
second generation of this initiative, Healthy People
2010, launched in January 2000, builds on these
objectives and articulates two overarching goals: to
increase quality and years of healthy life, and to elimi-
natc health disparities.”® These comprehensive initia-

tives recognize that improving health care, while
important, is not enough to improve the health and
well-being of a population.

The Role of Health Insurance

Health insurance is a vital link to health services in this
country, but it has limitations which are important to
acknowledge and understand. This section details cur-
rent understanding about what health insurance can
and cannot do in three areas: providing access to health
care, reducing stress and worry for parents, and
improving children’s health status.

Providing Access to Care
Children’s health insurance status helps to predict
whether they receive needed health care, and provides

156

Volume 13, Number 1

159



a critical means for identifying and addressing their
health problems early in life. Studies consistently
demonstrate that children who are covered by health
insurance are more likely than their uninsured coun-
terparts to have better access to care, whether meas-
ured by number of physician visits, office-based visits,
or hospital-based visits, whether a child “enters” the
health care system by using health services, or whether
a child has a regular source of health care.2!-23

For example, numerous studies demonstrate, specifical-
ly among low-income children, that Medicaid coverage
is associated with greater access to care relative to being
uninsured,?*?” and early evidence suggests that SCHIP
and its antecedents may produce similar results.?*?° One
study found that, compared to poor children without
health insurance, poor children with Medicaid coverage
experienced far better access to health care across a vari-

Reducing Health Disparities

ety of dimensions, including presence of a usual source
of care (95.6% versus 73.8%) and use of medical servic-
es such as one or more physician contacts in the past
year (83.9% versus 60.7%).%° Another recent study
found that uninsured children were 8.8 percentage
points more likely than those with Medicaid coverage to
have no usual source of health care or to rely on the
emergency room for routine care.?! Also, children with
Medicaid coverage generally use more preventive serv-
ices than their uninsured peers do, and are less likely to
have unmet needs for care (see Figure 4). Not all stud-
ies have found strong effects in this area,?>-% but one
study found that a full year of Medicaid was associated
with increases in a child’s chances of having any well-
child visit by 17%.3¢-%

By improving access to health care, insurance provides
a critical means for identfying and addressing health

Figure 4

Unmet Needs for Care among Low-Income Children Covered by Medicaid versus Uninsured
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problems in children.® Children grow and develop
rapidly, placing them at special risk of illness and injury.
If health problems are not identificd and treated, they
can affect children’s cognitive, physical, behavioral, and
emotional development. To prevent or minimize the
impact of poor health on overall growth and develop-
ment, carly and frequent monitoring is necessary. Chil-
dren with undetected and inadequately treated
childhood health problems may face the consequences
in childhood and later in life. For this reason alone,
extending health insurance coverage to improve chil-
dren’s access to health care should be an important
public policy goal.

Redugcing Parents’ Worries

When parents can obtain health insurance for their chil-
dren, it not only can provide access to care, it also can
reduce parents’ worries—both financial and nonfinan-
cial—about being uninsured. For example, one study

g
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i

found a significant reduction in parents’ restriction of
their children’s activities due to health-related condi-
dons or concerns after children were insured.*® In
another study of newly enrolled children, 73.5% of the
parents reported - having been worried, scared, and
stressed when their child was uninsured.*' Over one-
third of the parents (36.2%) said that lack of insurance
created financial difficuldes for the family. Another
recent study examined the experiences of children
enrolled in SCHIP programs in seven states, and found
that the majority of parents (83%) rate the programs as
“excellent” or “very good.”*? More than half indicated
that they liked the affordability of the program best of
all. Therefore, extending insurance to uninsured chil-
dren has the advantage of relieving parents of the stress
and worry that can result from trying to get needed
services at an affordable rate. The security provided by
health insurance is especially important to parents of the
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15% to 18% of children with special health care needs.
(See the article by Szilagyi in this journal issue.)

improving Health Status

The extent to which the Medicaid and SCHIP expan-
sions have improved the health status of low-income
children has not been well documented by empirical
research. In fact, the available evidence offers some-
what conflicting and inconclusive results. One method
for studying the impact of these programs on health is
to compare population statistics before and afier the
Medicaid and SCHIP expansions. These comparisons
could potentially reveal evidence of improved health
status; however, little such evidence has been found.

For example, one study examined the health status of
poor children ages 1 to 12, comparing changes for
white, black, and Hispanic children berween 1989 and
1995, when an additional 7 million poor and near-
poor children were made eligible for Medicaid.
Although the number of children with health insur-
ance coverage increased, their health status—measured
by parental report of the child’s health status and activ-
ity in the previous two weeks—did not change.*®
Another study that examined individual-level data from
the National Health Interview Survey and state-level
aggregate vital statistics of child mortality found that
Medicaid eligibility reduced child mortality, but had
cither no effect or a negative effect on mothers’ assess-
ments of their children’s health status.*

Still another study examined changes in hospitaliza-
tions among children ages two to six living in poor res-
idendal areas relative to children living in nonpoor
areas before and after major Medicaid expansions
between 1988 and 1992.% The study focused on hos-
pitalizations for ambulatory sensitive conditions (which
are hcalth conditons shown to bc responsive to access
to primary care) that can be prevented or mitigated
through primary health care, such as asthma or dehy-
dration. Findings suggested that Medicaid expansions
had a positive impact on young, poor children; howev-
er, overall, the results of this study were also mixed.

Additional studies have examined the effects on chil-
dren’s health of enrolling in non-Medicaid state health
insurance programs. For example, one study found that
25% of parents reported improvements in their child’s

Reducing Health Disparities

health as a result of enrolling in a state program target-
ing uninsured, low-income children not eligible for
Medicaid.*¢ Another study compared the health status
of children 12 months after enrolling in New York’s
CHPlus (a program for low-income children who were
ineligible for Medicaid) to the health status of a compa-
rable group of children newly enrolled in the program.
Results indicated that enrollment did lead to health
improvements. For example, parents of 55% of children
with asthma reported health improvements as a result of
office visits and medications received in the year follow-
ing enrollment in the program.*”

Beyond studying the differences resulting from health
insurance cxpansions, another approach is to examine
whether the cost of insurance contributes to differential
health status among children. For example, the Rand
Health Insurance Experiment used a randomized, con-
trolled trial to examine the effects of cost sharing on use
of health services, quality of care, and health. Insured
families faced varying degrees of cost sharing, while
uninsured families faced full cost sharing. This study
found no significant difference in parents’ perceptions
of their child’s health or in physiologic measures of
health between children enrolled in free health insur-
ance plans and those whose parents had varying degrees
of responsibility for paying for their child’s care.*® While
this study did not look precisely at the relationship
between children’s health status and insurance cover-
age, the findings suggest that insurance and co-pay-
ments did not play a significant role in influencing
health status among the population studied.*

In sum, evidence indicates that children’s health insur-
ance can provide better access to care and can reduce
parents’ worries about being uninsured, but whether it
can produce health benefits is inconclusive. Although
some studies suggest that there might be select bene-
fits for certain groups and individuals, overall, results
are mixed and somewhat weak. A number of factors
help explain this lack of a strong association between
insurance and health status, as explored further below.

Explaining the Weak Link between Health
Insurance and Health Status

Despite long-term, major investments in public health
insurance, the health status of low-income children
continues to lag behind that of more affluent children.
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Despite long-term, major investments in public health
insurance, the health status of low-income children

continues to lag behind that of more affluent children.

Difficulties measuring health status no doubt con-
tribute to the lack of evidence of improved health. At
the same time, it is unclear how much improvement
may be occurring that simply is not being accurately
measured. Beyond the availability of insurance, there
are several barriers to improvements in the health sta-
tus of low-income children, including underenroll-
ment in public programs; inability to mitigate the
health effects of low socioeconomic status; noninsur-
ance barriers to health care; and difficulties children
face in obtaining appropriate health care, even when
some health care is available. To achieve improvements
in children’s health, these barriers also must be recog-
nized and addressed.

Difficulties Measuring Changes in Children’s

Health Status

Because children do not have as many health problems
as adults do, detecting differences in children’s health
status is difficult. Compounding the problem is a lack of
good methods for measuring children’s health status.
Health status is typically measured through parental
reports (surveys), physical examinations of the child, or
reviews of databases such as vital statistics. Each of these
options has advantages and disadvantages. '

For instance, while relatively easy to collect, self-
reports, particularly parental reports of their child’s
health, are highly subjective and may be too broad to
capture improvements or deterioration in status.>
Clinical examinations are prohibitively expensive on
the scale necessary to generate population or even sub-
population estimates. Analyses of inventories and data-
bases such as vital statistics, while more objective than
parental reports and less expensive than clinical exami-
nation, are complicated by a lack of agreement about
what defines “health” and “normal functioning” of
children, and of key information on insurance status
and income.

Recent efforts to assess the impact of Medicaid expan-
sions on children’s health status iltustrate these meas-
urement problems. One study used child mortality, an
objective measure, to assess the impact.5! But the rari-

ty of childhood mortality makes it a poor variable for
tracking children’s health. Moreover, the majority of
deaths among children ages 1 to 14 are due to causes
that medical care cannot prevent, such as unintention-
al injuries, congenital anomalies, birth defects, and
homicide.5? Therefore, the usefulness of this indicator
of children’s health is questionable.

In the study of changes in hospitalizations mentioned
earlier, objective measures of ambulatory-sensitive con-
ditions were used to assess the impact of Medicaid
expansions on children’s health status, a more precise
measure than childhood deaths.3® However, measure-
ment error may have been introduced because of the
collection method. Specifically, the authors imputed eli-
gibility status for Medicaid because their data source did
not include information about the child’s family income,
a technique that may have led to misclassifications.

The difficulty of assessing children’s health status con-
tributes to the lack of evidence linking expansions of
public health insurance to improved outcomes for chil-
dren. Better measurement systems are needed to clear-
ly demonstrate success. At the same time, better
strategies are also needed to address several key barri-
ers to improving the health status of low-income chil-
dren beyond the lack of insurance.

Underenrollment of Eligible Children

A key contributing factor to the slow progress in
improving children’s health status is underenrollment
in public programs. Despite the availability of Medic-
aid and SCHIP, not all eligible children are enrolled. In
fact, a high proportion of eligible children are not
enrolled. For example, more than three-quarters of
uninsured children are eligible for public coverage.®*
The article by Cohen Ross and Hill in this journal issue
explains various reasons parents do not enroll their
children in public health insurance programs, such as
burdensome application processes and confusion about
eligibility.5>-57 Whatever the reasons, neither improve-
ments in access to health care nor health status can be
expected to result from insurance expansions if chil-
dren are not enrolling in available programs.
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Inability to Mitigate Socioeconomic Status

Another reason health insurance expansions may not
have strong effects on the health status of low-income
children is that low-income families experience many
increased risk factors for poor health beyond the lack of
insurance. Poverty is strongly associated with multiple
risk factors for poor health, including reduced access to
health care, poor nutrition, inadequate housing, and
greater exposure to environmental threats.! (See Fig-
ure 3.) Among adults, low socioeconomic status is also
strongly linked to risky individual behaviors such as
smoking, eating a high-fat diet, lack of exercise, and
substance abuse—behaviors that clearly affect health
status.®?% Children are less likely than adults to engage
in risky behaviors themselves, regardless of socioeco-
nomic status. Nonetheless, living in homes with parents
who engage in these behaviors can influence a child’s
health, cither directly (as with smoking), or indirectly,
through correlations with other household characteris-
tics associated with greater risk to children’s health,
such as lack of parental education or large family size.%

Noninsurance Barriers to Health Care

Parents and guardians of children face a number of bar-
riers to health care that no- or low-cost health insurance
cannot remedy. These “noninsurance” barriers include
both personal and family factors, and structural factors
related to the organization of the health care delivery
system.® While Medicaid may improve access to care
for poor children who are otherwise uninsured, it does
not ensure their access to the same locatons and
providers of care, nor the same continuity of care that
more affluent children receive. For example, poor chil-
dren with Medicaid are less likely than nonpoor chit-
dren (regardless of insurance status) to receive routine
care in physicians’ offices, and are more likely to lack
continuity of providers between routine and sick care.s”

Personal and Family Barriers to Care

Personal or family factors can pose significant barriers to
health care. Parents’ knowledge about the importance of
health services, their cultural attitudes and beliefs, and
competing demands for their ime and resources can all
influence decisions about whether and when to seek care.
While such barriers can be especially acute for immigrants
and refugees, personal or family factors that influence
health care utilization are found among all populations.®%

Reducing Health Disparities

For example, parents’ knowledge, attitudes, and beliefs
about health and well-being can influence their views
about what is acceptable in terms of health status and
whether or not to seek health care for their children.”®
If parents are unaware of the need for routine check-
ups, believe that health services such as immunizations
are detrimental, or lack the experience to discern that
their child requires medical attention, the presence or
absence of insurance becomes relatively unimportant.

Even if provided with low- or no-cost insurance, low-
income parents may face difficult tradeoffs in seeking
care versus meeting other family needs. For example,
many parents would perceive the need to adequately
feed, clothe, and house their families as more immedi-
ately important than health care.”! Some scholars argue
that the relationship between socioeconomic status and
disparities in health status can be explained in terms of
demands and resources.”? Families with lower socio-
economic status face more pressures and problems,
such as environmental and occupational exposure to
toxins, job-related strains, and stress causcd by pover-
ty, but have fewer resources—including money, access
to medical care, social supports, and personal coping
mechanisms—to meet them. '

Immigrants and refugees face particular noninsurance
barriers to care (see the article by Lessard and Ku in
this journal issue), especially linguistic incompatibility
with health care providers and staff and lack of bilin-
gual or multilingual staff, translated materials, and
interpreter services.”®”* Immigrants also cite cultural
differences between them and Western health pracri-
tioners as a barrier to utilization.”® A 1992 study of
Southeast Asian refugees illustrates the significance of
these barriers.”® Despite a high prevalence of health
problems, a number of factors prevented the refugees
from seeking care, including beliefs that suffering is an
unavoidable part of life, a distrust of Western medicine,
and unfamiliarity with Western methods.

For some immigrants, concerns about potental nega-
tive ramifications for their immigration status from par-
ticipating in public programs like Mcdicaid and SCHIP
prevent them from enrolling their children in available
programs, and thus from obtaining needed health care.
Although the Immigration and Naturalization Service
clarified in 1999 that the use of these health services by
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an immigrant or family member is not a “public
charge” and will not affect immigration status, this
information has not reached all eligible families. 77-7°

Structural Barriers to Care

The organization of health services also can affect par-
ents’ ability to obtain care, even when the child has
health insurance. For example, the physical availability
of providers is an important structural barrier, affecting
travel time to the service location, the times appoint-
mernts are available, and the ume parents must wait to
see the doctor.3® The organization of services at the
service-delivery level (for example, procedures for mak-
ing appointments and the availability of after-hours
services), and at the health-plan level (for example, rules
regarding self-referral to specialists, co-payment levels,
and the scope of benefits), also influences use of care.?!

In addition, the type of insurance that a child has (public
versus private) can create or eliminate barriers to care. While

Medicaid coverage improves children’s accéss to and uti-
lization of care, it does not always provide children with the
same access as privately insured children have. Studies show
that Medicaid reimbursement levels, which historically have
lagged far behind private payment levels, affect the avail-
ability of physicians to Medicaid patients,® whether a child

. has a physician’s office or a clinic as a usual source of care,

and the volume of preventive services received.8® At the
same time, private coverage for low-income children is not
necessarily better. In fact, children with private insurance
may face greater barriers to health care than low-income
children covered by Medicaid, given deductibles, co-pay-
ments, and less favorable benefit structures.®*

Difficulties Obtaining Appropriate Care

Even when children obtain access to health care, that
care is not always appropriate, regardless of insurance
coverage. Health insurance has been shown to improve
access to health care, and to a regular source of care,
but not necessarily to a regular source of primary
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care.?S Yet, access to care appears to be most beneficial
when it includes primary health care.®

Primary care is the entry point into the health care sys-
tem and facilitates continuing care for most health
problems.?” One of the major benefits of primary care
includes establishing a long-term reladonship with a
particular provider, which leads to better compliance
with appointments, better achievement of preventive
care goals, and fewer hospitalizations and costs. Anoth-
er advantage of primary care is patients’ ability to
obtain health care easily when they need it.

Considerable evidence supports the importance of a
regular source of health care, particularly primary care.
Having a regular source of care is associated with time-
ly immunizations, preventive care,®® and other needed
health care ? as well as satisfaction with that care.*®

Despite its importance, the primary care infrastructure
in the United States—that is, the system- and practice-
related features required to deliver primary care—is rel-
atively undeveloped compared with most other
industrialized countries.”*? Research examining health
outcomes and health care costs among 13 industrial-
ized countries scored the countries in terms of the var-
ious health system characteristics that reflect strength
of primary care orientation.®®%* The study found that
countries with the weakest primary care infrastructures
have poorer performance on health status indicators.
Overall, the United States ranked 12th among the 13
countries (second from the bottom) on average for 16
health indicators. Furthermore, children in the United
States, according to this study, fared particularly poor-
ly. That is, the health disadvantages of this country’s
underdeveloped primary care system particularly affect
children, especially younger children. Failure to sub-
stantially improve the health status of U.S. children
despite health insurance expansions, therefore, is
potentally related to the inadequacy of the primary
care system and the inability of insured children to
obtain appropriate health care.

In sum, a variety of factors—including measurement
issues, underenrollment in programs, poverrty’s associ-
ation with multiple other risk factors, family attitudes
and beliefs, and health system characteristics—help to
explain why the availability of health insurance for low-

Reducing Health Disparities

income children has not had a more significant impact
on reducing socioeconomic disparities in children’s
health status. Overall, access to health care appears to
account for relatively litde of the association between
health and socioeconomic status. The relationship
between poverty and poor health is as strong in coun-
tries like England, which has universal access to health
care, as it is in the United States.”® Thus, while extend-
ing health insurance and removing barriers to care for
low-income children is a worthy and essental goal, the
extent to which health care alone can reduce socioeco-
nomic disparities in children’s health appears to be
inherently limited.

Conclusion

Great strides have been made over the past few decades
to extend health insurance to low-income children.
Policymakers, clinicians, and advocates have sought to
extend coverage in order to increase low-income chil-
dren’s access to health care and, ultimately, to improve
their health status. Clearly, insurance can provide chil-
dren the means to obtain needed health care and reas-
sure parents that insurance is available to help them
cover health care costs. At the same time, however,
health insurance alone cannot reduce the health dis-
parides between high- and low-income children. Dif-
ferental access to medical care is just one of many
factors that account for the disparities in health status
between more affluent and low-income children.

Therefore, beyond expanding health insurance cover-
age for children, further steps will be needed. For
example, further work is needed to develop credible
and reliable methods of measuring children’s health
status for use in studies of the relationship berween
access to care and health status. In addition, nonfinan-
cial barriers to health care that are amenable to policy
must be addressed for Medicaid and SCHIP coverage
to translate into improved access and greater utiliza-
tion. These barriers include linguistic incompatibility
between patient and doctor, inconvenient location and
hours of service, and miscommunication about health
care use and immigration status. Also, greater empha-
sis must be placed on ensuring children’s access to pri-
mary care through better financing of primary care,
greater focus on primary care in medical training, and
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other reforms that would strengthen the primary care
infrastructure in this country.

Uldmately, however, addressing the socioeconomic
gap in children’s health will require addressing the
underlying inequalities that divide Americans. Other-
wise, differences in financial resources will continue to
produce differences in nutrition, housing, and coping
resources, as well as differences in educational and
work opportunities—all factors that have significant
effects on children’s health. While the goal of greater
equality is seemingly utopian, studies show that in
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EDITOR’S INTRODUCTION

In the “Program Design and Marketing” sec-
tion, three articles explore different aspects of
designing and marketing public health insur-
ance programs for children. These articles
range from descriptive overviews of program
characteristics and message strategies to an
analytical discussion of how to balance con-
flicting priorities in program design.

In the first article, Wysen, Pernice, and Riley
outline how public health insurance programs
work, beginning with a description of the
spectrum of health coverage available to chil-
dren. The article then focuses on the two
major public health insurance programs for
children, Medicaid and the State Children’s
Health Insurance Program (SCHIP), and
compares the major features of each program
such as benefit packages, delivery systems, and
eligibility requirements. The overview also
considers how the programs have comple-
mented and influenced each other. Included
in the article are several tables of side-by-side
comparisons of each state’s Medicaid and
SCHIP programs, including comparisons of
benefits, cost-sharing requirements, and
income-eligibility requirements.

Drawing from a qualitative study consisting of
interviews with state outreach officials, the
next article, by Perry, describes marketing
strategies and key messages that states have
used to promote their SCHIP and Medicaid
programs. These tactics have included choos-
ing child-friendly names for SCHIP programs
(such as Cub Care in Maine) and using emo-
tional appeals in advertising campaigns. Key
advertising themes that emerge from this
analysis include messages that public health
programs are affordable and are designed for
working families. The author concludes by
considering how future outreach and promo-
tion efforts would benefit from lessons learned
from earlier campaigns.

The third article, by Blumberg, considers the
challenges of balancing competing priorities
in program design. Often the goal of target
efficiency (directing as many program dollars
as possiBlc to currently uninsured children)
conflicts with the goal of horizontal equity
(treating children in similar circumstances
alike). The author notes that as the programs
have evolved, they have influenced each other
and the balance between these priorities has
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shifted. For example, while Medicaid initially
emphasized target efficiency by limiting eligi-
bility to children whose families qualified for
welfare, later expansions, combined with a
severing of the link between Medicaid and
welfare, enabled the program to provide cov-
erage to children with higher family incomes.
Meanwhile, SCHIP emphasized target effi-
ciency by limiting eligibility to currently unin-
sured children. The article also discusses
strategies for achieving each goal, as well as
balancing them.

Overall, these three articles provide some

insight into the issues that policymakers and
program directors must grapple with while
trying to effectively design and market public
health insurance programs for children. As
Perry notes, outreach that encourages families
to enroll their eligible children in public pro-
grams is only part of the solution. States must
also work to ensure that the programs are
designed to effectively and fairly deliver need-

ed health care services.
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Health-Insurance for Children

How Public Health Insurance
Programs for Children Work

Kirsten Wysen, Cynthia Pemice, and Trish Riley

espite the disturbing fact that approxi-

mately 9 million children in the United

States lack insurance, without public pro-

grams such as Medicaid and the State
Children’s Health Insurance Program (SCHIP), many
millions more would be uninsured. Since 1965, Med-
icaid has provided states with funding and a framework
" to provide a comprehensive set of health services to
needy children and adults. More recently, since
SCHIP’s implementation in 1997, states have had
another tool at their disposal with which to simplify
and expand children’s coverage. Through state policy
decisions, each state has created a unique configuration
of services and populations.

This article reviews the entire spectrum of coverage for
children in the United States: private and public health
insurance, and no health insurance. It places particular
emphasis on the main features of Medicaid and
SCHIP. The ways that these programs have influenced
and benefited each other are also considered, as well as
their comparative strengths and weaknesses. In addi-
tion, the article discusses innovations that have
emerged as states have experimented with different
ways to provide health coverage to children. It con-
cludes by considering the implications of increasing fis-
cal pressures on programs, and the progress that states
have made in covering children.

The Spectrum of Children’s Health Coverage

Children in the United States receive health coverage
from a variety of sources. In general, coverage falls into
one of five different categories.! As Figure 1 shows, the
majority of children (51 million) have private health
insurance. Another 18 million children are covered by
the two major public health insurance programs: Med-
icaid (15 million) and SCHIP (3 million); meanwhile, 2
million children have some other form of health cover-
age, such as military health care or Medicare.? Despite
the range of coverage options, approximately 9 million
children remain uninsured. A range of factors con-
tributes to this problem, including the ways in which
programs are designed and implemented.

Private Health Insurance
In 2000, 51 million children in the United States had pri-
vate health insurance coverage.® The majority (94%)

Kirsten Wysen, M.H.S.A., is a policy analyst for the
National Academy for State Health Policy.

Cynthia Pernice, M.P.A., is the project manager for
the State Children’s Health Insurance Program
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Figure 1

Health Insurance Coverage Status for Children: 2000
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a0ther coverage includes military health care (for example, CHAMPUS/Tricare or CHAMPVA) or health services provided to children in prison or juvenile detention centers.

Note: Some children can fall into more than one category, such as Medicare and private insurance, so0 the sum exceeds the total number of children. Also, these numbers are
lower than often reported elsewhere because Medicaid and SCHIP enroliments are often reported as the total number of children served by the programs over one year. in
contrast, this figure represents a snapshot of children under age 18 in various types of health coverage in March 2000.

Sources: Mills, B.J. Health insurance coverage: 2000. Washington, DC: U.S. Census Bureau, September 2001. Available online at http://www.census.gov/hhes/www/hithin00.htmi;
Kaiser Commission an Medicaid and the Uninsured. Health coverage for low-income children, fact sheet Washington, DC; KCMU, May 2002.

]

obtained this coverage through their parents” employers.
The remaining 6% were in families with individual health
insurance policies. Most pnvately insured children were in
families with incomes over 200% of the federal poverty
level (FPL), or $36,200 for a family of four. In 2000,
employer coverage cost $202 per month for an individual
and $529 per month for a family.* While employers paid
most of these premiums, employees paid an average of $54
per month for individual coverage and $180 per month for
family coverage.’ Three-quarters of private health insur-
ance policies had deductibles, and more than one-half of
the deductibles were greater than $150 per year. Co-pay-
ments of $10 to $20 were typical for office visits.

Private health insurance policies tend to cover physician
services, hospital services, prescription drugs, and limit-

ed mental health and long-term care services.” Trans-
portation, translation, and long-term behavioral health
and physical health care services are not included in most
private benefit packages. Almost all private health insur-
ance is delivered through some form of managed care,
with 38% of enrollees in preferred provider organiza-
tions, 28% in health maintenance organizations
(HMOs), and 25% in point-of-service plans. Only 9% of
policies are delivered through fee-for-service (FES).
More than one-third of all enrollees in employer-based
coverage are in self-funded plans.®

Medicaid

About one-fifth of American children receive health
coverage through Medicaid.® A federal program, Med-
icaid is jointly funded by the federal and state govern-
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ments. Overall, the federal government pays 57% of
Medicaid costs, and states pay 43%, though the actual
matching rates range from 50% to 77%, according to
each state’s ability to contribute.!® States administer
their own Medicaid programs following statutes and
rules set out by the federal government. The federal
Centers for Medicare and Medicaid Services (CMS), a
division of the U.S. Department of Health and Human
Services (DHHS), oversees Medicaid.

Medicaid is an enttlement program, meaning that
applicants who meet eligibility criteria will receive cov-
erage. Most children with Medicaid coverage are in
very low-income families, usually under 100% or 133%
of the FPL, or $17,050 per year for a family of four
(see Appendix 1 at the end of this article for a list of
Medicaid income-eligibility levels for children). Medic-
aid enrollees, in most cases, do not pay premiums. The
vast majority of children in Medicaid do not have co-
payments or other forms of cost sharing. Others in
Medicaid can have nominal, very low co-payments (for
example, one dollar to three dollars for an office visit).

SCHIP

Enacted in 1997, SCHIP is another federal program
jointly funded by the federal government and the statces.
Its purpose is to cover uninsured children in families
with incomes above Medicaid eligibility but below the
level needed to afford private coverage (see Figure 2).
The federal share of funding is higher for SCHIP than
for Medicaid, and states have greater flexibility in
administering SCHIP than Medicaid. Overall, the fed-
eral government funds 75% of SCHIP costs, and states
fund the rest, with actual matching rates ranging from
65% to 84%."

Unlike Medicaid, SCHIP is not an entitlement pro-
gram. The federal government has budgeted a specific
amount per year for the program through 2007. When
cither state or federal funding limits are reached, states
may (and have) impose waiting lists or enrollment
freezes on SCHIP.!2

While states may establish their own income-eligibility
criteria for SCHIP, and income ceilings range from
133% to 350% of the FPL, about two-thirds of states
enroll children in families up to 200% of the FPL (see
Appendix 1 at the end of this article). Two-thirds of the

How Public Health Insurance Programs for Children Work

states charge monthly or annual premiums, which by law
may not exceed 5% of family income (see Appendix 2 at
the end of this article for state premium levels). SCHIP
enrollees typically make co-payments of five dollars for
office visits, with a range from $0 to $15, depending on
the state and the family’s income (see Appendix 2).

Other Coverage

The U.S. Census Bureau reports that 2.1 million U.S.
children obtain health coverage through the military.!?
Military health care includes CHAMPUS (Compre-
hensive Health and Medical Plan for Uniformed Ser-
vices)/Tricare, CHAMPVA (Civilian Health and
Medical Program of the Department of Veterans’
Affairs), as well as care provided by the Veterans’
Administration and the military. An additional half mil-
lion children qualify for Medicare, usually because of
their disability status. Other miscellaneous types of
health coverage include health services provided to
children in prison or juvenile detention centers. Chil-
dren of public employees are considered to have pri-
vate insurance as described above.

—

Figure 2
Required Medicaid Coverage: 2002
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Source: Pemice, C., Wysen, K., Riley, T., and Kaye, N. Charting SCHIP: Report of the
second national survey of the State Children’s Health Insurance Program. Portland,
ME: National Academy for State Health Policy, 2001, p. 20.
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Uninsured ,
Although determining the precise number is difficult,
approximately 9.2 million children lack health insurance.
(See the article by Holahan, Dubay, and Kenney on unin-
surance trends in this journal issue.) An estimated
5 million of these children are thought to be eligible for
either Medicaid or SCHIP. Two out of three uninsured
children (67%) are in families with incomes under 200% of
the FPL. More than three-quarters of uninsured children
" (76%) have at least one parent who works full tme.!*.

Uninsured children can obtain health care at hospital
emergency tooms, from physicians providing charity
care, and from public clinics. Many public clinics receive
federal funding. Nonetheless, the parents of uninsured
children are more likely than those of insured children to

forgo and delay needed health care for their children.!s

Uninsured children are three times more likely than
those with Medicaid not to have a regular physician or
other type of medical home.'¢ Uninsured children are
three to six times more likely than their insured peers to
go without needed medical care, medications, eyeglass-
es, or mental health services.\”

Public Health Insurance Programs:
Medicaid and SCRIP

Medicaid and SCHIP have interdependent and, in many
ways, mutually beneficial relationships. For example,
children can move from one program to the other when
their family circumstances change or when they simply
grow one year older. Continued close integration of the
two programs is needed to assure continuity of care and
coverage for low-income children.

In this section, more extensive descriptions of the two
programs illustrate how they have benefited from and
influenced each other. The section also examines
remaining gaps in eligibility, benefits, and other program
clements that still need to be addressed.

Medicaid: Entitlement to Coverage for

Low-Income Children

In March 2000, Medicaid, the workhorse of public health
care programs, covered 15 million children, or one out of
every five children in the country.! Tortal state and feder-
al Medicaid spending was $225 billion in 2001, with chil-
dren’s services accounting for $34 billion (15% of

spending).!”® Throughout the 1990s, Medicaid programs
rapidly adopted managed care for children and other pop-
ulations, both to increase access to care and to control ris-
ing costs.2? Despite limited resources, many Medicaid
programs have carried out extensive quality-assurance
activities that focus on improving the health of low-
income children. Medicaid programs have also worked
diligently and creatively within the resources allotted to
them to enhance access for beneficiaries, especially those
with specific linguistic, geographic, or cultural needs.

Eligibility

Medicaid was created by Tite XIX of the Social Securi-
ty Act (1965) as an entitlement program to pay for
health care services for specific categories of low-income
people.?! The largest federal health program for chil-
dren, it reached just over 21 million children through-
out 2000 and covered one-third of all infants and
one-fifth of all children in the United States.?? Medicaid
income-eligibility levels for children vary according to
the child’s age (see Appendix 1).

The program was enacted to complement federal cash-
assistance programs, and most beneficiaries were for-
merly eligible for income assistance. Over time, and at a
greatly accelerated rate during the 1990s with the imple-
mentation of welfare reform, Medicaid has evolved into
a more freestanding health care program for the tradi-
tional categorical eligibility groups and for the more
broadly defined working poor. In addition to covering
low-income children, for example, Medicaid provides
health care coverage for low-income pregnant women,
the elderly, people coming off welfare, Supplemental
Security Income (SSI) recipients, low-income Medicare
beneficiaries, and other, smaller specific groups.z

Benefits

Medicaid benefit packages are considered comprehen-
sive. The federal Medicaid statutes specify a set of basic
health and long-term care services that must be provided
to all enrollees and an additional set of more compre-
hensive services that are optional for states to provide.?
In addition to physician, hospital, and nursing home
services, Medicaid programs may cover extended mental
health and chemical dependency treatment, prescription
drugs, and long-term care for people with disabilities.?s
Support services such as medical transportation and
translation services are normally covered 26
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The Early and Periodic Screening, Diagnosis, and Treat-
ment program (EPSDT) for children was established
within Medicaid in 1967.% EPSDT consists of a com-
prehensive set of screening services—including vision,
dental, and hearing—and the diagnostic and treatment
services that result from the screenings. The screening
component is similar to a cdmpre‘hensive well-child visit.
The treatment component includes a requirement that
states cover an optional benefit if the service is needed to
treat a condition idendfied by an EPSDT screening, even
if the state has not chosen to cover that benefit.2® EPSDT
is intended to identify and p'r()ﬁdc the intervention a
child needs to grow and develop to his or her potendal.
In many states, actual EPSDT screening rates fall far short
of 100%. For example, natonwide, only 67% of Medic-
aid children received at least one screening in 1998 %

Cost Sharing

Federal law prohibits nearly all charges to families for
services provided under Medicaid. Categorically eligible
children, who are eligible because of their families’ low
income, comprise the vast majority of Medicaid children.
They may not be charged for services or required to pay

How Public Health Insurance Programs for Children Work
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premiums. Only medically needy children, those in high-
er-income families with significant medical bills, and chil-
dren in states with waivers to this prohibition can be
subjccted to nominal cost sharing.

Dcllvcry Systems
Medicaid tends to rely on three different systems for
delivering care: managed care, which means enroliment

‘in fully capitated HMOs or prcpald health plans pnmary

care case management, (PCCM), also known as “gate-
keeping,” in which primiary care providers are paid a set
amount per month to provide primary care services and
make referrals, while other services are paid on a FFS
basis; and FES, in which a fee is paid for each service pro-
vided to the beneficiary.*

Most states (48 plus the District of Columbia) operate at
Jeast one managed care program for Medicaid, while 7
states rely exclusively on PCCM. Two states (Alaska and
Wyoming) only use FFS.*!

In 2000, more than one-half of all Mcdlcaid enrollees
(55%) were in'marlagcd care, up from 23% in 1994. This
trend was primarily motivated by states’ interests in con-
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trolling Medicaid costs, although improving vendor
accountability, clinical quality, and consumer satsfaction
are also cited as reasons for expanding managed care.®
Low-income children and pregnant women were among
the first groups to go into managed care in Medicaid.
More than 90% of states have had managed care for
poverty-level children since 1994. More recently, states
have been developing managed care programs for bene-
ficiaries with disabilities.333

An important issue for Medicaid is the rate at which
Medicaid reimburses health care providers for services to
children. Relatively low payment rates and additonal
paperwork make some physicians reluctant to see large
numbers of Medicaid patients.®® Medicaid reimburse-
ment rates vary widely from state to state and service by
service, but a recent study found that Medicaid physician
payment rates for a set of common services were 64% of
Medicare rates, for example.* Most Medicaid programs
(more than 70%) that contract with managed care plans
take age, gender, and eligibility category into account in
their payment rates, and more than one-third (36%)
adjust payments for health status.?”

To establish the level at which health care providers are
reimbursed for their services, Medicaid programs use
four strategies: rate setting, where the state determines
what the per-person per-month payment will be; nego-
tations, where the state and health plans negotiate a
monthly payment rate; competitivé bids, where health
plans submit bids to the state for the monthly payment
amounts; and previous performance standards, where
the previous year’s payment rates are increased by a set
percentage. In 2000, 76% of state Medicaid programs
used rate setting to pay contracted health plans, 50%
used negotiations, 40% used competitive bids, and 17%
based payment on previous performance.®® Several
states use more than one payment method (such as
using rate setting to establish a payment ceiling and
allowing health plans to compettively bid below that
rate) to determine their eventual capitation rates.*

Outreach and Marketing

Medicaid agencies uniformly work with community-
based agencies to conduct outreach and marketing.
Most states (70%) use social service agencies, mailings,
public meetings, health fairs, and provider offices to
inform potential beneficiaries about Medicaid. In 2000,

almost two-thirds of states (61%) contracted with other
organizations to help enrollees select a health plan, up
from 31% of states in 1996.*!

Quality

States using managed care plans to deliver services to
Medicaid beneficiaries are required by federal law to
develop and implement a “quality assessment and
improvement strategy.” For services delivered through
FES, states have more flexibility in monitoring the
quality of care; however, they must assure that services
“are of high quality.”*?

Medicaid programs using managed care make extensive
use of quality-of-care measures. All Medicaid programs
contracting with health plans require health plans to
submit utilization data and performance measures to
the state® The most common measures are those
developed by the National Committee for Quality
Assurance in the Health Plan Employer Data and Infor-
mation Set (HEDIS). Almost 90% of Medicaid pro-
grams contracting with health plans collect the HEDIS
measures, and 71% collect additional state-developed
measures. A large majority (more than 80%) collect
enrollee survey data and grievance and complaint infor-
mation and require health plans to carry out their own
quality activides. The most commonly used enrollee
survey is the Consumer Assessment of Health Plan
Study (CAHPS), used by 74% of the states that conduct
surveys. In addition, more than 80% of states use the
data they collect from health plans to conduct quality
studies, identify areas that need improvement, provide
feedback to health plans, and make plan comparisons.

All Medicaid programs using managed care are required
to contract with an external quality-review organization.
The majonty of these contracts (83%) are with peer-
review organizations. Most external review organiza-
tions conduct both random and focused medical chart
reviews and validate performance measures reported by
the health plans. States also conduct their own monitor-
ing of enrollee hot lines, voluntary disenrollment sur-
veys, state audits, and ombudsman programs.*

Access

Almost all Medicaid programs with risk programs con-
sider some access measures when selecting health plans
with which to contract. Typical factors include the
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extent of the primary care and specialty network, loca-
tion of providers, number of linguistically appropriate
providers, and cultural competence. More than 90% of
Medicaid programs use contract language to assure
maximum waiting times for appointments, maximum
travel times to providers, 24-hour coverage, minimum
provider-to-enrollee ratios, and out-of-network access
when services cannot be delivered in-network.*®

Administrative Simplification

The severing of the link between Medicaid and welfare
payments*® produced simplifications to the paperwork
and administrative procedures required for enrollment.
Throughout the late 1990s, for example, most states
eliminated asset tests and face-to-face interviews for
children’s Medicaid coverage. (See Figure 3.) Whereas
26 states required asset tests, and 29 required face-to-
face interviews to sign up children for Medicaid in
1997, by 2002, these numbers were down to 6 and 4

How Public Health Insurance Programs for Children Work

states, respectively.” Removing asset tests can greatly
simplify the enrollment process for families, and per-
mitting, families to mail in applications rather than go
to a state or county office in person makes applying
more convenient.*® In addition, many states no longer
require paper documentation to verify income eligibil-
ity. In 2002, 13 Medicaid programs accepted self-dec-
laration for income, 43 did so for residency, and 45 did
so for the child’s age.*’ Instead of paper documenta-
tion, programs typically carry out a variety of other ver-
ificaion techniques, such as auditing a sample of
enrollees and matching self-reported income with
other sources of income data.

Renewal

States also have pursued strategies to simplify the proce-
dures required to renew Medicaid coverage. For exam-
ple, 42 states provide continuous enrollment to children
for 12 months, rather than requiring reapplication at 3 or

Figure 3

Percentage of Medicaid and Separate SCHIP Programs that Have Adopted Selected
Administrative Simplification Procedures for Children, January 2002
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6 months or even monthly, as was typically required for
cash welfare payments. In addition, a majority of states
(48) do not require a face-to-face interview at renewal
and allow families to reaffirm their eligibility by mail .

Section 1115 Waivers

Section 1115 of the Social Security Act gives broad
authority to DHHS to approve demonstration pro-
grams devised by states that cover populations or serv-
ices not normally covered by Medicaid. As of July
2001, 13 states’ operated statewide Section 1115
demonstration waivers to cover additional populations.
Nine of these states included children in their expan-
sions, usually those in families with incomes higher
than the mandatory Medicaid eligibility categones.®?
Five more states operate Section 1115 waivers to pro-
vide more services to existing populations; these states
are Arizona, Kentucky, Maryland, Ohio, and Okla-
homa. In 2000, Section 1115 waivers covered about
one-sixth of all Medicaid beneficiaries and accounted
for one-fifth of the Medicaid budget nationwide.?

SCHIP: Extending Coverage for Low-Income Children
SCHIP was enacted as part of the Balanced Budget Act
of 1997. It provides federal matching funds for states
to implement health insurance programs for children
in families that earn too much to qualify for Medicaid,
but too little to reasonably afford private health cover-
age. Although only five years old, SCHIP has enrolled
millions of moderately low-income children, helped
streamline Medicaid, marketed itself exhaustively,
delivereda fairly generous benefit package, and, from
1998 to 1999, played a part in the first decline in the
number of uninsured in the country in 12 years.’* By
December 2001, the fourth year of implementation,
SCHIP had enrolled 3.5 million children.®> SCHIP
continues to evolve, and enrollment continues to grow.
States are also moving forward with initiatives to fur-
ther simplify administrative processes and strategies to
coordinate SCHIP more closely with Medicaid.

Through SCHIP, states can provide coverage through
two different options:

D Create a separate children’s health program that

- meets the requirements specified under Section 2103
of the act, an option known as “separate” or “stand
alone” SCHIP;.or

D Expand eligibility for benefits under the state’s Med-
icaid plan under Tite XIX of the act, an option
known as “Medicaid expansion” SCHIP.

States can operate either of these options, alone or in
combination. As a result, 16 states have opted to imple-
ment only separate SCHIP programs, another 16 states
have chosen to expand Medicaid eligibility with a Medic-
aid expansion SCHIP program, and 19 states have both
created separate SCHIP programs and used SCHIP
funds to expand Medicaid for children (see Appendix 1).

The variety in SCHIP is created by the flexibility per-
mitted by federal law and the creativity of states imple-
menting the programs. As a result, SCHIP is not one
monolithic program, but instead consists of 70 distinct
programs (35 Medicaid expansion SCHIP programs
and 35 separate SCHIP programs) in 50 states and the
District of Columbia. The 35 Medicaid expansion
SCHIP programs are basically extensions of states’
Medicaid programs, with Tide XXI serving as a fund-
ing source to expand an existing Medicaid program.
Separate SCHIP programs have diverse administration
and program designs, and they now have 77% of the
enrollment in SCHIP.¢

Within federal guidelines, each state determines the
design of its SCHIP program, eligibility groups, bene-
fit packages, payment levels for coverage, and adminis-
trative and operating procedures. SCHIP provides a
capped amount of funds to states on a matching basis
for federal Fiscal Years 1998 through 2007.

Eligibility

In general, SCHIP has made income-eligibility levels
more consistent for children across the country, with
most states (22) setting their SCHIP eligibility level at
200% of the FPLY (see Appendix 1). Eligibility levels
range from 133% of the FPL in Wyoming to 350% of the
FPL in New Jersey.

Despite the increased uniformity of income-eligibility lev-
els resulting from SCHIP, a patchwork of separate state
policies dictates how to define critical terms used in deter-
mining eligibility, such as “income” and “household mem- -
bers.” States use widely different income-disregard policies,
which results in people with the same income qualifying
for SCHIP differently, depending on where they live.
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Benefits

SCHIP health benefits are similar to, but not as com-
prehensive as, those offered under Medicaid. SCHIP
covers physician, hospital, well-baby, and well-child
care; prescription drugs; and limited behavioral and
personal care services. Beyond those services, the ben-
efit package must demonstrate actuarial comparability
to specific benchmark packages, such as the Federal
Employee Health Benefit program or the state’s
employee coverage. For example, in contrast with
Medicaid, private-duty nursing, personal care, and
orthodontia are usually not covered by SCHIP. Sup-
port services such as translation services are often cov-
ered by SCHIP, but some states encourage rather than
require them. See Appendix 3 at the end of this article
for more detail on SCHIP benefit packages and how
they compare to Medicaid benefits.

Separate SCHIP programs offer leaner benefit packages
than Medicaid. Compared to Medicaid, fewer separate
SCHIP programs cover services such as intermediate
care facilities, personal care services, and private duty
nursing—a reflection of Medicaid’s broad benefit pack-
age for a disabled population. To compensate for these
gaps, some states have developed additional programs
for children with special health care needs who would
have otherwise been enrolled in SCHIP.%

Cost Sharing

SCHIP often requires modest premiums and co-pay-
ments. Four out of five separate SCHIP programs
require cost sharing, but federal law prohibits cost
sharing from exceeding 5% of a family’s income. (See¢
Appendix 2 for a list of cost-sharing levels for SCHIP
by state.) The types and levels of cost sharing imposed
by the programs have evolved over time. While 78% of
_separate SCHIP programs required premiums in 1998,
only 67% did so in 2000.5 Most separate SCHIP pro-
grams have a tiered cost-sharing approach, with higher
cost sharing for families with higher incomes (that is,
above 150% of the FPL). Co-payments range from $1
for a generic drug prescription to $100 for an inpatient
hospital stay.

Maryland, Massachusetts, Rhode Island, and Wiscon-
sin operate employer buy-in programs funded in part
by SCHIP funds. In these programs, premiums are
paid by employers, employees, and the state. (See the
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article by Curtis and Neuschler on premium assistance
in this journal issue.) With SCHIP funds offsetting
some of the costs of coverage, more employer-based
coverage may be provided.

Delivery Systems

Like Medicaid, SCHIP uses three systems to deliver
care: managed care, PCCM, and FFS. Most (78%) of
the 35 states with separate SCHIP programs use some
form of managed care to deliver health services. Almost
one-half (46%) of SCHIP programs usc only HMOs to
deliver care, 30% use both HMOQOs and PCCM, 11% use
only PCCM, and 15% use FFS.%° By contrast, 96% of
Medicaid programs use managed care. Five states with
separate SCHIP programs (Alabama, North Carolina,
North Dakota, West Virginia, and Wyoming) used FES
exclusively in 2000. Two states with separate SCHIP
programs ( Mississippi and Montana) use only indem-
nity coverage, and two other states with separate
SCHIP programs (Iowa and New York) use indemnity
coverage in part of the state.®!

Outreach and Marketing

SCHIP faced great pressure during early implementa-
tion (and the pressure continues today in many states) to
show significant enrollment increases. States have shown
considerable creativity and energy in their marketing
efforts. (See the article by Perry in this journal issue.)
Now facing significant budget constraints, most states
have directed SCHIP to cut back on statewide advertis-
ing campaigns. States typically limit marketing to com-
munity-based and school-based outreach programs.

Quality

As SCHIP has matured, states have carried out more
activities aimed at assuring the delivery of approprate,
high-quality care for enrollees. By 2000, a vast majori-
ty of programs (90%) required health plans to report
performance measures, such as HEDIS measures.
About 70% of programs also require state-developed
performance measures. All the separate SCHIP pro-
grams and 90% of the Medicaid expansion SCHIP pro-
grams carry out enrollee surveys to measure customer
satisfaction.

In additon to health plan reporting requirements,
many states contract with an independent quality-
review organization to monitor and improve the qual-
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ity of care delivered to SCHIP enrollees. Four out of
five Medicaid SCHIP programs (83%) and 38% of sep-
arate SCHIP programs contract with peer-review
organizations. An additional 38% contract with other
types of independent quality-review organizations.

States typically monitor the SCHIP enrollee hot line,
reviewing call center performance statistics on a regular
basis. Similarly, they monitor voluntary disenrollment
levels and voluntary health plan switching. Close to one-
half of the SCHIP programs perform desk audits of the
enrollment activities carried out by health plans. One
out of five SCHIP programs requires health plans to
obtain accreditation by an outside organization, such as
the National Committee for Quality Assurance

Access

SCHIP programs uniformly examine the capacity of
potential health plan contractors to provide adequate
access to care, including factors such as location, hours
of operation, and cultural competency. Almost all Med-
icaid and separate SCHIP programs consider the size
and location of the primary care providers and specialists
participating with the health plans, and they require the
health plans to provide 24-hour coverage for enrollees.
A large majority of states (85%) use maps to cvaluate
provider networks in various parts of their states. Three-
quarters of SCHIP programs have maximum travel time
and maximum waiting for appointment time standards.
More than two-thirds of states with risk contracts evalu-
ate how many providers are accepting new patients.

More Medicaid than separate SCHIP programs use
cultural competency and linguistic criteria in making
their health plan selecdons. Once contracts are in place,
however, a similar percentage of Medicaid and separate
SCHIP programs require telephone interpretation, live
interpreters, and translation of written materials. Most
Medicaid SCHIP and separate SCHIP programs pro-
mote the use of traditional safety net providers. Com-
munity clinics, family planning clinics, local health
departments, maternal and child health clinics, com-
munity mental health clinics, and school-based clinics
are often promoted in contracts.

Less than one-third of SCHIP programs require health
plans to contract with providers experienced in provid-
ing care to children with special health care needs.?
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Administrative Simplification

SCHIP programs almost universally allow families to
mail in their applications or submit them to designated
eligibility sites in the community, such as community-
based organizations. This method increases access to the
programs, because families are not required to schedule
and attend interviews with state or county officials.%
Only one separate SCHIP program (Utah) and four
Medicaid expansion SCHIP programs (Alabama, New
York, Tennessee, and Utah) still require face-to-face
interviews.®® To further streamline the process, some
scparate SCHIP programs accept self-reported family
income when determining financial eligibility.% (Eleven
states—Alabama, Arizona, Connecticut, Florida, Geor-
gia, Maryland, Michigan, Mississippi, Vermont, Wash-
ington, and Wyoming—accept self-reporting. )*”

Outsourcing

Two-thirds of states with separate SCHIP programs
contract out substantial administrative functions to pri-
vate contractors. Almost two-thirds of these programs
contract out marketing, claims processing, actuarial
services, member services, enrollee surveys, and out-
reach functions 5

Renewal

A continuing challenge in both Medicaid and SCHIP
is retaining enrollment. Monthly turnover is consider-
able, particularly at 6- and 12-month renewal periods,
as income, family circumstances, and administrative
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activities change. SCHIP has sought to assure stability
for enrotlees through a variety of policies and practices,
such as providing 12 months of continuous eligibility,
sending preprinted renewal forms, and providing grace
periods when premiums are late.*

Family Coverage Waivers

Extension of SCHIP coverage to parents of eligible
children is only possible with waiver approval from
DHHS. On January 18, 2001, the Health Care
Financing Administration or HCFA (now CMS within
DHHS) approved family coverage waivers from three
states: New Jersey, Rhode Island, and Wisconsin.
These three states’ waivers expanded coverage for low-
income families with incomes that exceeded typical
Medicaid levels. In addition, New Jersey and Rhode
Island expanded coverage to pregnant women. New
Jersey has since curtailed its adult enrollment. More
recently, in August 2001, CMS launched the Health
Insurance Flexibility and Accountability (HIFA) initia-
tive to make it easier for states to cover new popula-
tions. with unspent SCHIP funds. As of September
2002, Arizona, California, Illinois, Maine, and New
Mexico had applied for and received HIFA waivers to
cover adults with SCHIP funds.”

Conclusion

Medicaid and SCHIP have evolved in an interdependent
and mostly complementary way, offering meaningful
vehicles for reducing the number of uninsured children in
this country. During their inidal implementation phase,
from 1998 to 2000, many SCHIP programs enjoyed
rapid implementation by making use of the extensive
infrastructure already developed by state Medicaid pro-
grams. For example, several separate SCHIP programs

How Public Health Insurance Programs for Children Work

contract with the same health plans, use the same con-
tracts, and use similar quality-assurance techniques as their
states’ Medicaid programs. Since the late 1990s, Medicaid
programs have benefitted from the increased enrollment
and marketing activities surrounding SCHIP and, in

" many states, from the administrative simplificadon that has

come from coordinating with SCHIP.

Among the state laboratories of children’s health pro-
gram experimentation across the country, several exam-
ples of success stand out. According to the 2000 U.S.
Census, Rhode Island leads the nation in the smallest per-
centage of uninsured children, with only 2.5% remaining
uninsured.”? Connecticut, Pennsylvania, Tennessee, and
Wisconsin are not far behind, all with less than 5% unin-
sured in that survey.”? Medicaid and SCHIP are continu-
ing to pursue innovative technology solutions to reach
out in low-cost ways to potential enrollees. Five states
(California, Georgia, Pennsylvania, Texas, and Washing-
ton) have developed sophisticated statewide Web-based
online enrollment capacities for Medicaid and/or
SCHIP. Arizona, Florida, and Michigan have pilot pro-

grams in place.”®

Through both Medicaid and SCHIP, states have
demonstrated that a flexible partnership with the feder-
al government can be rapidly and effectively imple-
mented. With a weakened economy and severe state
fiscal situations in the coming years, these successes may
be threatened. Furthermore, the fact remains that mul-
lions of children in the United States are eligible, but
not covered by these programs. Continued efforts will
be required at both the state and federal level to face the
challenges presented by upcoming funding constraints
and to ensure that public health care programs for chil-
dren strengthen rather than erode in the future.
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Appendix 1

Income-Eligibility Levels for Children in Medicaid and SCHIP, J_lully 2002

Program Eligibility by Child’s Age a_nd Federal Poverty Leveld

Medicaid Medicaid-Expansion SCHIP Separate SCHIP
State (Title XIX) (Title XXI) (Title XXI)
Alabama 0-5 up to 133%"° 18 from 1'5% to 100% 0-5 from 133% to 200%
6-17 up to 100% 6—18 from 100% to 200%
Alaska 0-5 up to 133% 0-5 from 133% to 200% No program
6-18 up to 100% 6-18 from 100% to 200%
Arizona Infants up to 140% No program Infants from 140% to 200%
1-5 up to 133% 1-5 from 133% to 200%
6-17 up to 100% 6-17 from 100% to 200%
18 up to 38% 18 from 38% to 200%
Arkansas 0-17 up to 200% 18 up to 100% State plan approved, but not
implemented as of 7/2002
California Infants up to 200% 18 from 86% to 100% Infants from 200% to 250%
1-5 up to 133% 1-5 from 133% to 250%
6-17 up to 100% 18 from 100% to 250%
18 up to 86% AIM program®;
0-2 from 250% to 300%
Colorado 0-5upto133% No program 0-5 from 133% to 185%
617 up t0 100% 6-17 from 100% to 185%
18 up to 39% 18 from 39% to 185%
Connecticut 0-17 up to 185% 18 up to 185% 0-18 from 185% to 300%
Delaware Infants up to 200% No program 1-5 from 133% to 200%
1-5 up to 133% 6-18 from 100% to 200%
6-18 up to 100%

District of Columbia

Florida

Georgia

Hawaii

Infants up to 185%
1-5 up to 133%
6-17 up to 100%
18 up to 50%

Infants up to 185%
1-5 up to 133%
6-17 up to 100%
18 up to 28%

Infants up to 185%
1-5 up to 133%
6-18 up to 100%

Infants up to 185%
1-5 up to 133%
6-18 up to 100%

Infants from 185% to 200%
1-5 from 133% to 200%
6-17 from 100% to 200%
18 from 50% to 200%

Infants from 185% to 200%
18 from 28% to 100%

No program
1-5 from 133% to 235%
6-18 from 100% to 235%

Infants from 185% to 200%

. 1-5 from 133% to 200%

6—18 from 100% to 200%

No program

1-5 from 133% to 200%

6-18 from 100% to 200%

Infants from 185% to 235%

No program
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Program Eligibility by Child’s Age and Federal Poverty Level?

Medicaid Medicaid-Expansion SCHIP Separate SCHIP
State (Title XiX) (Title XXI) (Title XXI)
Idaho 0-5 up to 133% 0-5 from 133% to 150% No program
6-18 up to 100% 6-18 from 100% to 150%
Illinois Infants up to 200% 617 from 100% to 133% 0-18 from 133% to 185%
1-5 up to 133% 18 from 42% to 133% '
617 up to 100%
18 up to 42%
Indiana Infants up to 150% 1-5 from 133% to 150% " 0-18 from 150% to 200%
1-5 up to 133% 618 from 100% to 150%
6-18 up to 100%
lowa Infants up to 185% Infants from 185% to 200% 1-18 from 133% to 200%
1-5 up to 133% 6—18 from 100% to 133%
6-18 up to 100%
Kansas Infants up to 150% No program Infants from 150% to 200%
1-5 up to 133% . 1-5 from 133% to 200%
6-18 up to 100% 6—18 from 100% to 200%
Kentucky Infants up to 185% 1-5 from 133% to 150% Infants from 185% to 200%
1-5 up to 133% 6—17 from 100% to 150% 1-18 from 150% to 200%
6-17 up to 100% 18 from 33% to 150%
18 up to 33%
Louisiana 0-5up to 133% 0-5 from 133% to 150% No program
6-18 up to 100% 6-18 from 100% to 150%
Maine Infants up to 185% 1-5 from 133% to 150% Infants from 185% to 200%
' 1-5 up to 133% 6-18 from 125% to 150% 1-18 from 150% to 200%
6-18 up to 125%
Maryland Infants up to 185% Infants from 185% to 200% 0-18 from 200% to 300%
1-5 up to 133% 1-5 from 133% to 200%
6-18 up to 100% 6-18 from 100% to 200%
Massachusetts Infants up to 185% Infants from 185% to 200% 1-5 from 150% to 200%
1-5 up to 133% 1-5 from 133% to 150% 6-13 from 150% to 200%
6-13 up to 114% 6-13 from 114% to 150% 14-17 from 150% to 200%
14-17 up to 86% 14-17 from 86 to 150% 18 from 150% to 200%
18 up to 150%
Michigan Infants up to 185% 18 up to 150% Infants from 185% to 200%
1-18 up to 150% 1-18 from 150% to 200%
Minnesota 0-18 up to 275% 0-2 from 275% to 280% No program
Mississippi Infants up to 185% 18upto 100% Infants from 185% to 200%
1-5 up to 133% 1-5 from 133% to 200%
6-17 up to 100% 6—18 from 100% to 200%
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Appendix 1 (continued)

Program Eligibility by Child’s Age and Federal Poverty Leveld

Medicaid Medicaid-Expansion SCHIP Separate SCHIP
State (Title XiX) (Title XX1) (Title XXI)
Missouri Infants up to 185% Infants from 185% to 300% No program
1-5 up to 133% 1-5 from 133% to 300%
6-18 up 10 100% 6-18 from 100% to 300%
Montana 0-5 up to 133% No program 0-5 from 133% to 150%
6-17 up to 100% 6-17 from 100% to 150%
18 upto 41% 18 from 41% to 150%
Nebraska Infants up to 150% Infants from 150% to 185% No program
1-5 up to 133% 1-5 from 133% to 185%
6-18 up to 100% 6-18 from 100% to 185%
Nevada 0-5up to 133% No program 0-5 from 133% to 200%
6—17 up to 100% 6—17 from 100% to 200%
18 up to 200%
New Hampshire 0-18 up to 185% Infants 185% to 300% 1-18 from 185% to 300%

New Jersey

New Mexico

New York

Morth Carofina

North Dakota

Ohio

Oklahoma

Oregon

Pennsylvania

Infants up to 185%
1-5 up to 133%
6-18 up to 100%

0-18 up to 185%

Infants up to 200%
1-5 up t0 133%
6-18 up to 100%

Infants up to 185%
1-5 up to 133%
6-18 up to 100%

0-5 up t0 133%
6-17 up to 100%

0-5 up to 133%
6-18 up to 100%

Infants up to 185%
1-5 up to 133%
6-18 up to 100%

0-5 up to 133%
6-18 up to 100%

Infants up to 185%
1-5 up to 133%
6-18 up to 100%

- 6-18 from 100% to 133%

0-18 from 185% to 235%
6-18 from 100% to 133%

No program

18 up to 100%

0-5 from 133% to 200%
6-18 from 100% to 200%

Infants from 150% to 185%
1-5 from 133% to 185%
6-18 from 100% to 185%

No program

No program

Infants from 185% to 350%
1-18 from 133% to 350%

No program

Infants from 200% to 208%
1-18 from 133% to 208%

Infants from 185% to 200%
1-5 from 133% to 200%
6-18 from 100% to 200%

0-5 from 133% to 140%
6-18 from 100% to 140%

No program

‘No program

0-5 from 133% to 1_70%
6-18 from 100% to 170%

Infants from 185% to 200%
1-5 from 133% to 200%
6-18 from 100% to 200%
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How Public Health Insurance Programs for Children Work

Program Eligibility by Child’s Age and Federal Poverty Level?

Medicaid Medicaid-Expansion SCHIP Separate SCHIP
State (Titte XIX) (Title 1) (Title XXI)
Rhode Island 0-7 up.to 250% 8-17 from 100% to 250% No program
8-17 up to 100% 18 up to 250%
South Carolina Infants up to 185% 1-5 from 133% to 150% No program
1-5 up to 133% 6—18 from 100% to 150%

6-18 up to 100%

South Dakota 0-5 up to 133% 0-5 from 133% to 140% 0-18 from 140% to 200%
6-18 up to 100% 6-18 from 100% to 140%

Tennessee 0-17 up to 400% 18 up to 100% No program

Texas Infants up to 185% 18 up to 100% Infants from 185% to 200%
1-5 up to 133% 1-5 from 133% to 200%
6-17 up to 100% 6-18 from 100% to 200%
18 up to 47%

Utah 0-5 up to 133% No program 0—5 from 133% to 200%
6-18 up to 100% 6-18 from 100% to 200%

Vermont 0-18 up to 225% No program 0-18 from 225% to 300%

Virginia 0-5up to 133% No program 0-5 from 133% to 185%
6-18 up to 100% 6-18 from 100% to 185%

Washington 0-18 up to 200% No program 0-18 from 200% to 250%

West Virginia Infants up to 150% No program 1-5 from 133% to 150%
1-5 up to 133% 6-18 from 100% to 150%
6-18 up to 100% )

Wisconsin 0-5 up to 185% 6-18 ffom 100% to 185% No program
6-18 up to 100%

Wyoming 0-5 up to 133% No program 6-18 from 106% to 133%
6-18 up to 100%

Number of states

with program type 51 35 35

aAge ranges include the ages specified. For example, “1-5” means children from age 1 up to and including age 5.

bFinancial eligibility is based on the FPL or a percentage of it. In 2002, 100% of the FPL for a family of three was $15,020; 200% of the FPL for a family of three was $30,040.

¢The Access for Infants and Mothers Program (AM) provides low-cost health insurance coverage to uninsured, low-income pregnant women and their infants. California’s
SCHIP program finances coverage for children ages ¢ through 2 whose mothers are enrolled in AIM and have income between 200% and 250% of the FPL.

Sources: Kaye, N., and Flowers, L. How states have expanded Medicaid and SCHIP ellgibility. Portiand, ME: Natlonal Academy for State Health Policy, 2002, p. 22; American
Academy of Pediatrics. Medicaid and SCHiP Income Eiigibility Guidelines for Chiidren. Washington, DC: AAP, 2001. Accessed at hitp://www.aap.org/advocacy/eligibility.pdf on
July 19, 2002; Centers for Medicare and Medicaid Services. SCHIP Approved Pian Files. Accessed at http://www.cms.hhs.gov/schip/chpa-map.asp on July 19, 2002; Pernice, C.,
Wysen, K., Ritey, T., and Kaye, N. Charting SCHIP: Report from the Second National Survey of State Children’s Health Insurance Programs. Portiand, ME: National Academy for

State Heatth Policy, 2001, p. 22.
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Appendix 2

Cost Sharing in SCHIP Programs, July 1, 2002

Premiums Imposed by
Federal Poverty Level Range2 Co-Payment Amount by Selected Health Care Servicesb
100-150% _150—200% 200% Office visit Generic Brand name Inpatient Emergency Dental Outpatient
FPL prescription prescription hospital roomvisit services mental
State drugs drugs health
Alabama  None $50/child/  NA $5 $1 $3 $5 $5 $5 $5
year,
$150 max
Arizona  None None NA - - - = $5 — -—
California  $7/child/  $9/child/  $9/child/ $5 $5 $5 |- $5 — $5
month, month, month,
$14max  $27max  $27 max
Coloradc  None $25/child/ NA 100-150%: $2 $1 $1 - $5 — $2
year, 150-185%: $5 $3 $5 $15 $5
$35 max
Connecticut  None None $30/child/ $5 $3 '$6 - $25 —
month, :
$50 max _
Delaware  $10/family/ $25/family/ NA — — - - $10 - -
) month month '
Florida $15/family/ $15/family/ NA Over 5:$3 $3 $3 — $10 — $3
month, month,
children children
over5 over5
Georgia $7.50/child/ $7.50/child/ $7.50/child/ — — — — - — —
month, month, month, \
$15max $15max  $15max
lllinois None $15/child/ NA 133-150%: $2 $2 $2 $2 $5 $2 $5
month, : 150-185%: $5 $3 $5 $5 $5 $5 $5
$30 max
Indiana None $11/child/ NA — $3 $10 —_ — — —
month,
$16.50 max
lowa None $10/child/  NA — — — — . 825 — -
month,
$20 max
Kansas None $10/family/ NA -—_ - - — - _ —
month
Maine None $5/child/  NA — — — - —_ - -_
: month,
$10 max
Maryland  None None $40/family — - — — — — —
month
Massachusetts None $10/child/ NA . Depends on
month, employer plan
$30 max .
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Premiums Imposed by
Federal Poverty Level range3 Co-Payment Amount by Selected Health Care Servicesb
100-150% 150-200% 200% Office visit Generic Brand name Inpatient Emergency Dental  Outpatient
FPL prescription prescription hospital roomvisit services mental
State drugs drugs health
Michigan  None $5/family/  NA — — — — _ —_ —_
month
Mississippi None None NA Over 150%: $5 — — — $15 - =
Montana  None NA NA $3 $3 $5 $25 $5 — $3

Nevada $10/family/ $25/family/ NA — — — —_ — — —
quarter quarter

New None $20/child/  $40/child/  $5 $5 $10 — $25 — $5
Hampshire month, month, :
$100 max  $100 max.
Mew Jersey None $15/family/ $30/family/  150-200%: $5 $1 $5 — $10 $5 —_
month month 200-350%: $5 $5 $5 $35 preventive:  $25
only
Mew Mexico None None None $5 $2 $2 $25 $15 $5 $5
New York  $9/child/  $15/child/  Full premium — — — - — — —
month, month, above 208%
$27 max  $45 max
North None $50/child/ NA Over 150%: $5 $6 $6 — $20 $5 $5
Garolina year,
$100 max .
North Dakota None NA NA — $2 $2 $50 $5 —_ —
Texas ‘$15/family/ $15/family/ NA 100-150%: $2 — $5 $25 %5 — $2
year month 150-185%: $5 $5 $20 $50 $50 $5
185-200%: $10 $5 $20 $100 $50 $10
Utah $13/family/ “$25/family/ NA 0-150%:$3 &1 $3 $3 $3 $3 $3
quarter quarter 150-200%: $15 $5 50%"° 10% $35 20% 50%
Vermont  None None $25/family/ — - — - — — —
month
Washington None None $10/child/ —_ — — — — — —
month,
$30 max

Notes: For ease of readability, if a state has more than one premium per income category, only the lowest premium is given. Delaware, Indiana, Kansas, Maine, Maryland, Neva-
da, New Jersey, and Texas have additional income hands whose premiums are not listed here. Some states charge premiums that do not fit the income categories of 100% to
150%, 150% to 200%, and more than 200%. New York, for instance, uses income bands of 133% to 185% and 185% to 208%.

aA premium is charged monthly (Delaware), quarterly (Utah), or yearly (Texas) and is determined as a percentage of income or as a flat rate that may vary by FPL or family size.
In 2002, 100% of the FPL for a family of three was $15,020; 200% of the FPL for a family of three was $30,040. In SCHIP, a family will never pay more than 5% of its annual
income in cost sharing. Therefore, many states cap premiums by child or family. As an example, in Alabama, a family with income below 150% of the FPL will pay no premi-
ums. A family with income somewhere between 150% and 200% of the FPL will pay $50 per child per year, up to $150 per year per family. For example, if the family has four
children enrolled in SCHIP, the family will pay $150 per year.

A co-paymentis a form of cost sharing in which SCHIP enrollees pay a small fee (typically $5 to $10) each time a service is rendered (Such as when a physical examination is
conducted or a prescription is filled). Some states’ co-payments slide depending on income (Colorado and lllinois).

¢Utah charges coinsurance, which is a portion or percentage of the cost of service SCHIP enrollees pay when a service is rendered {such as 20% of the cost of a $50 service,
or $10).

Source: Pernice, C., Wysen, K., Riley, T., and Kaye, N. Charting SCHIP: Report of the second national survey of the State Children’s Health Insurance Program. Portiand, ME:
National Academy for State Health Policy, 2001, p. 22, updated to July 1, 2002,
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Appendix 3 |

Program Names and Selected Benefits in Separate SCHIP Programs, as of June 30, 2000

Benefits
Program  Benefit Waiting  Personal Private-duty Residential Prosthetic Chiro- Hospice Dental Speech and
name/type package? period, home  home substance devices  practic fillings occupational
in care nursing  abuse therapy
State . months  services treatment
Alabama  ALL KIDS Largest 3 v v v/ v v/ v
_ commercial
Arizona KidsCare State 3 v v v v v v v
employee + )
California  Healthy State 3 v v v/ v/ v/
Families employee +
Colorado  Child Health Benchmark 3 v v
) Plan Plus (CHP+) equivalent
Connecticut HUSKY PartB  State 2 / v/ v/ v/
-employee
Delaware DE Healthy State 6 v v v v v v
Children Program employee + :
Florida FL KidCare Grandfathered None v v v v v v/ v
Program '
Georgia PeachCare " Medicaid 3 v v/ v v
for Kids
Winois KidCare Premium Benchmark 3 v/ v/ v v v/ v v/
equivalent ‘
Indiana Hoosier Medicaid 3 v v / v v
Healthwise .
lowa HAWK-| State 6 v v v/ v v
employee
Kansas  HealthWave State None v v v v oo/ v
employee +
Kentucky K-CHIP "Medicaid 6° v v v v v/ v v
Maine  Cub Care ‘Medicaid 3 v v v v v v v v
Maryland MD Children’s Medicaid 6° v v : v e v/ v e
Health Program
Premium
Massa- ' MassHealth Largest None v v v 4 v
chusetts commercial
Michigan  MIChild State 6 v/ v v e v/ v e
employee .
Mississippi MS Health State None v v v v/ v/ v
Benefits Program employee +
Montana  CHIP Benchmark 3 v v
equivalent .
Nevada Nevada Check Up Medicaid 6 v v v v e v v
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Benefits
Program Benefit Waiting Personal Private-duty Residential Prosthetic Chiro- Hospice Dental Speech and
name/type package? period, home  home substance devices  practic fillings occupational
’ _ in care nursing abuse therapy
State months  services treatment
New NH Healthy Kids Benchmark 6 v v v
Hampshire equivalent
New Jersey 'NJ KidCare FEHBPand 6 / / / / / / /
largest
commercial
New York  Child Health Grandfathered None v/ v v
Plus B .
North NC CHIP State 2 v/ v/ v/ v/ v/ v/ v/ v/
Carolina . employee +
North Healthy Steps  State 6 v v v/ v v/ v/ v
Dakota Program employee +
Oregon OR CHIP Medicaid 6 v/ v/ v/ v/ v/ v/ v/ v/
Pennsytvania PA CHIP Grandfathered None v/ v/ v/ v/
South CHIP-NM Medicaid 3 v/ v/ v/ v/ v/ v/
Dakota
Texas TexCare State - 3 / / / / / / /
Partnership employee
Utah CHIP State 3 ' v/ v/ v/ v/ v/
employee
Vermont  Dr.Dynasaur  Medicaid None v v/ v/ v/ v/ v/ v/ v/
Virginia FAMIS ~  State 6 -/ / v/ L / /
employee +
Washington WA CHIP Medicaid 4 v/ v/ v/ v/ v/ v/
West WV CHIP State 6 v v v v/ v/ v/
Virginia C employee
Wyoming WY Kid Care Benchmark 1 v v v/
equivalent
Total separate SCHIP (35) ) 12 16 24 27 28 30 32 33
(34%)  (46%) (69%) (T7%) (80%) (86%) (91%) (94%)
Total Medicaid (51) 43 )| 38 51 37 45 51 49

(89%) (80%)  (75%) (100%) (73%) (88%) (100%) (96%)

aAccording to federal law, SCHIP benefit packages may be based on Medicaid benefits, state employee health benefits, the largest commercial HMO in the state's benefit pack-
age, the Federal Employees Health Benefit Program (FEHBP), a benefit package that is equivalent to the above, or a state-designed benefit package that has grandfathered
approval for SCHIP.

bIn Alabama and Texas, the waiting period is 90 days. .

¢In Kentucky and Maryland, the walting periods noted are used in both SCHIP-funded Medicaid expansion and the SCHIP-funded separate program.

dKentucky covers occupational, but not speech therapy.

Sources: Centers for Medicare and Medicaid Services. State Children’s Health Insurance Program approved plan files. Available online at http//www.cms.hhs.gov/schip/chpa-map.asp.
Accessed on September 5, 2002; Pernice, C., Wysen, K., Riley, T., and Kaye, N. Charting SCHIP: Report of the second national survey of the State Children’s Health Insurance Pro-
gram. Portland, ME: National Academy for State Health Policy, 2001, benefits in SCHIP appendix. Waiting period information as of January 2002 from Cohen Ross, D., and Cox, L.
Enrolling chiidren and families in health coverage: The promise of doing more. Washington, DC: Center on Budget and Policy Priorities for the Kaiser Commission on Medicaid
and the Uninsured, 2002, p. 39. Medicaid benefits information and totals from Kaye, N. Medicaid managed care: A guide for states. Portiand, ME: National Academy for State
Heatth Policy, 2001, data CD table; Medicaid Covered Services.
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Health Insurance for Children

Pmm@tmgpubhc Health
Insurance for Children

Michael J. Perry

ntil the State Children’s Health Insurance

Program (SCHIP) was adopted in 1997,

states were not expected to actively pro-

mote their public health programs for
children or to encourage enrollment. But the availabil-
ity of new administrative funds under SCHIP for out-
reach and marketing spurred states to create marketing
campaigns to raise awareness about and increase
involvement in SCHIP and Medicaid. At the same
time, many of these activities were new, and states had
little experience in developing marketing materials and
advertising campaigns. Over time, however, states
gained skill and expertise in promoting their children’s
health programs.

As states began marketing SCHIP, they also started to
focus on enrolling children in Medicaid. Historically,
states did not promote Medicaid enrollment because
most families were automatically enrolled when they
signed up for welfare, or Aid to Families with Depen-
dent Children (AFDC). In 1996, however, welfare
reform eliminated the link between eligibility for
Medicaid and AFDC, giving Medicaid the opportuni-
ty to redefine itself as a health insurance program for
low-income families. (See the article by Mann, Row-
land, and Garfield in this journal issue.) State adver-
tisements and outreach strategies used to encourage
enrollment in SCHIP were also -used to encourage
enrollment in Medicaid.

This article examines how states marketed their SCHIP
and Medicaid programs and identifies lessons learned
from these efforts. The article focuses primarily on
state advertising and marketing campaigns—since
these were such new activities for public health pro-
grams that serve children—and less on outreach efforts
that occurred at the community level.

To describe state marketing and message strategics, this
article draws on a 2000 study conducted for the Kaiser
Commission on Medicaid and the Uninsured. The
study included in-depth interviews with 55 officials
responsible for SCHIP outreach in 48 states (including
Washington, D.C.).}? In addition, the study reviewed
and analyzed 37 print ads, 24 television ads, and 15
radio ads from 38 states. The purpose of these efforts
was to create a baseline of information about states’
marketing efforts for SCHIP and Medicaid and to
identify common as well as innovative approaches and
messages states used. Insights from these interviews
and an analysis of state marketing materials for SCHIP
and Medicaid form the basis for this article.?

The article first discusses the various strategies states
used to market their children’s health coverage pro-
grams. It then reviews the most common messages
used to encourage parents to enroll their eligible chil-

Michael J. Perry, M.A., is vice president of Lake Snell
Perry and Associates.
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dren in a coverage program, and it briefly discusses
efforts to evaluate the effectiveness of state marketing
campaigns. Finally, the article concludes with a review
of the lessons learned through these efforts and offers
suggestions on how these lessons can be incorporated
into future children’s health coverage campaigns.

Marketing Child Health Coverage Programs

Depending on the type of public health program states
implemented, and whether they promoted their public
health insurance programs separately or jointly, state
officials used a variety of marketing strategies to pro-
mote their programs. Strategies included the use of
appealing program names, multimedia campaigns, tar-
geted outreach campaigns, and partnerships with com-
munity-based organizations (CBOs). (See Appendix 1
at the end of the article.)

New Program Names

Forty-one states gave their SCHIP programs new names
(see Appendix 1). Program officials surveyed in the
Kaiser study reported creating names that would sound
appealing to potentially eligible families and would alle-
viate some of the stigma attached to government-spon-
sored programs for low-income families. For example,
states gave their programs names that sounded like com-
mercial health plans, such as Healthy Families in Califor-
nia, Partners for Healthy Children in South Carolina,
and PeachCare for Kids in Georgia. Other states chose
child-friendly names such as CubCare in Maine, Dr.
Dynasaur in Vermont, and BadgerCare in Wisconsin.

Joint Promotion _

Most states (35 of 48) promoted SCHIP and Medicaid
jointly, regardless of whether the state implemented
SCHIP as a Medicaid expansion, a separate program, or
a combination plan.* Thirteen states indicated they pro-
moted only SCHIP, or SCHIP and Medicaid separate-
ly, even though they used a joint applicaton. Even
when states did not promote Medicaid independently,
outreach for SCHIP attracted Medicaid-eligible chil-
dren and increased Medicaid enrollment.

Multidimensional Media Campaigns

Most states used a combination of television, radio,
and print ads, as well as other promotional materials, to
market their programs. In the Kaiser study, all 48 states
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indicated that they used at least one of these media.
The most common medium for promoting children’s
health coverage was print material (46 of 48 states),
followed by radio (41 of 48 states) and television (39
of 48 states). But most states (37 of 48) used all three
media to promote their programs.

A number of states placed ads in both local and major
newspapers, with ads placed in local newspapers likely
most effective. Although major newspapers reach more
people in total numbers, state officials believed that
their ads were lost amid all the other ads in these
papers. On the other hand, local papers are often read
from cover to cover, and therefore are more likely to be
seen by a great number of people. In addition, ads
placed in local papers were often written in languages
other than English, enabling states to target eligible
people in specific ethnic and language groups.

States used a vanety of strategies for their television and
radio spots, including both paid and unpaid ads. State
officials agreed that paid ads were more effective because
they gave the state more control over when the ads
would run. In an effort to maximize the effect of the tel-
evision and radio ads, some states ran them in “flights™:
on the air for a few weeks, off the air for a few weeks.
Many states put their ads on radio stations with a large
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volume of minority listeners, while others blanketed the
state with no particular group or locaton in mind.

In addition to their formal media efforts, most states used
a variety of promotional materials and distributed them in
an array of venues (see Box 1). Nearly every state creat-
ed flyers, pamphlets, posters, or informational booklets to
educate people about programs. States also created child-
friendly giveaways such as Frisbees, bookmarks, pencils,
and key chains to advertise programs. Some states sent
direct mailings to individuals, while others placed materi-
als in health clinics, local health departments, day-care
centers, schools, libraries, beauty parlors, and Laundro-
mats. Mail-in applications, including phone numbers,

Promoting Public Health Insurance

were made available in most of these locatons. Interest-
ed parents could pick up these applications or call if they
had questions about the programs.

States developed ads that were aesthedcally appealing and
polished, with a commercial feel. Most ads used high-
quality photography, catchy slogans, bright colors, and
appcaling tag lines. A few states’ ads featured spokespeo-
ple, usually the governor. Some ads included doctors and
nurses examining children. A few used star athletes. Many
print and television ads featured women prominently,
showing mothers more often than fathers. Many of the
professionals shown—such as medical providers and
teachers—were also women.

Box 1
Print Materials Used to Promote SCHIP

D adhesive bandages D dental floss

D adhesive bandage cases

D answers to “Most Frequently Asked D fiyers
Questions about SCHIP” D folders

D balloons D Frisbees

D billboards D highlighters

D bookmarks

D employer bulletins

D pencils/pens

D pins

D plastic bags

D posters

D prescription pads

D refrigerator magnets

D bumper stickers

D chamber of commerce ads
D change purses |

D coloring books

D countertop brochure holders
D coupons for schools

D crayons

D decals

D large rulers to measure
growing children

D letters to employers asking them
to tell employees about SCHIP,
with ideas about methods,
such as payroll stuffers

D movie theater ads
D newsletters
D newspaper ads

D pages with outreach and
enroliment ideas for
community-based organizations

D rulers

D safety covers for electrical outlets
D sample editorials

D self-stick notes

D speaker resource kits

D tote bags

D WiC vouchers

The Future of Children

168

195



Perry

The No-Fee or Limited Fee R §:
_ Health Insurance \"’%;a*’”ﬁ
for Children Under 19

Enformatiun about SOBRA Meatieald and other health insurance programs
far children by also included inside.

Targeted Promotion

The Kaiser in-depth interviews indicated that nearly
two-thirds of states (31 of 48) made cfforts to target
specific geographic areas and/or specific populations.
For example, a number of states targered select urban
areas. In some cases, that meant running ads longer in
these markets than elsewhere in the state. Other fre-
quently mentioned target groups included young
women, low-income families, Hispanic families, and
African American families. A few states also directed
efforts toward other groups: pediatricians, migrant

“workers, pregnant women, organizations working with

children, immigrant communities, and rural communi-
ties with low enrollment. A few of the more innovative
states targeted groups such as former welfare benefici-
aries,® grandparents,® employers, or families of children
with special health care needs.

States targeted diverse racial and ethnic populations pri-
marily through print advertising and CBOs. Although
states placed SCHIP/Medicaid ads in ethnic media,
translated printed materials were the most commonly
used targeting tool. Radio and television proved less
viable for targeting specific ethnic and racial popula-
tions. Instead, states used those media to reach broader
statewide audiences with more general messages.

© Medicaid/ALL KIDS

Ads featured children of different racial and ethnic
backgrounds—usually African American, Latino, white,
and, on occasion, Asian children. Because states wanted
to reach many populations with their SCHIP and Med-
icaid ads, they tended to use multiple photos of children
and families of varying racial and ethnic backgrounds,
or a single photo showing a diverse group of children.
Some states developed targeted supporting materials
and posters that showed images of a child and/or a
family of a specific ethnic or racial background.

Most states created ads in English and other languages.
A majority of states (38 of 48) created at least one radio,
television, or print ad in Spanish. At least 6 states trans-
lated their print materials into Vietnamese, and almost
as many had print ads available in Cantonese. A few
states translated materials into other languages as well,
including Navajo, Bosnian, Hmong, Creole, Samoan,
and Albanian, to name a few. Because of the relative
cost-effectiveness, states were most likely to translate
printed materials and much less likely to develop radio
or television ads in different languages. About one-third
of the states created radio spots in Spanish, and a simi-
lar number created television ads in Spanish. Because of
the expense involved, states rarely developed radio or
television spots in any other languages.

A few states targeted employees by featuring employers
promoting the state health coverage program. For
example, North Carolina’s radio ad featured an
employer explaining that he was glad his state offered
SCHIP to cligible families because he could not afford
to provide insurance to his employees. Because most
ads targeted working families, informing employers
about public avenues for providing health coverage to
employees and their families seemed like a good idea.

While most SCHIP and Medicaid ads used images of
happy, healthy-looking children in settings such as
schools and playgrounds, a few states mixed in images
of children with disabilities, special needs, or chronic
health conditions, to show that all uninsured children
were eligible for the programs. For example, Florida
included a child in a wheelchair in its television ad, and
Utah’s television ad featured a mother talking about
her diabetic daughter and how SCHIP enabled her to
obtain the care she needs.
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Partnerships with Community Organizations

All states worked with a variety of CBOs in their efforts
to reach specific racial and ethnic groups (see Box 2).
All state officials interviewed in the Kaiser survey said
that they relied on partnerships with CBOs that served
diverse communities to reach eligible families. For
example, in California, Asian Health Services in Oak-
land sent Cantonese, Vietnamese, and Korean speakers
into the community to describe SCHIP and Medicaid.
Many states partniered with school districts not only to
distribute informational material but also to educate
school employees, especially school nurses, about help-
ing children and their parents understand the impor-
tance of health coverage and complete applications.
The study indicated that states considered these part-
nerships with CBOs key to reaching into the commu-
nity to enroll eligible children in SCHIP and Medicaid.

Box 2

Community-Based Organizations’ Pariners
for Promoting SCHIP and Medicaid

Adoption agencies March of Dimes
Boys and Girls Clubs Planned Parenthood
Churches Schools
Country/state fairs Tribal health centers

Day-care centers United Way

Head Start Women's shelters

[

Content and Messages Used to Promote
SCHIP and Medicaid

To promote their public health programs, states devel-
oped a number of content and message strategies using
different forms of media. Although the strategies varied
across states, some common approaches emerged. For
example, overall, states took a “less is more” approach

Promoting Public Health Insurance

in their ads with regard to program details. Most ads
provided only limited information, omitting details
about how the programs worked, who qualified, how
to enroll, how much programs cost, and what services
were covered. For example, only one or two states
included income-eligibility information in their adver-
tising. Instead, most ads were designed to grab parents’
attention and encourage them to obtain more informa-
tion by calling a hot line. For example, Hawaii’s televi-
sion ad told how much a family of four could earn per
month for its children to qualify, and Virginia’s print ads
included a box with information on how much families
of different sizes could carn and still qualify. Some ads
did feature specific services that SCHIP and Medicaid
cover, such as checkups, medication, hospitalization,
and dental care. A few ads even mentioned more spe-
cialized care such as visioh, speech, and hearing servic-
es. Television and radio ads were more likely than print
ads to mention specific services, because their formats
allowed for more details about the programs.

States appeared split on how to promote SCHIP and
Medicaid. While many ads stressed that SCHIP and
Medicaid covered doctor visits and hospitalization for
ilt .or hurt children, some ads emphasized the preven-
tive aspects of the coverage, such as having a regular
doctor, or highlighted services like checkups and shots.

Key Messages

A review of 37 print ads, 24 television ads, and 15
radio ads promoting SCHIP and Medicaid found that,
although states used a variety of messages, several key
messages were used across states to promote children’s
health coverage programs and to motivate parents to
learn about the programs and enroll their children.
States tended to use a mix of these messages—any-
where from three to five—in a single ad, rather than
focusing on one or two messages. The key messages
were as follows:

D SCHIP /Medicaid Is Affordable. Emphasizing that
SCHIP/Medicaid coverage is free or low cost was a
prominent message in just about every ad reviewed.
The intent was to inform parents that SCHIP and
Medicaid are different from expensive, commercial
health plans and to reassure parents that they could
afford health coverage for their children.
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using different forms of media.

D SCHIP/Medicaid Is for Working Families. This
message sought to differentiate SCHIP and Medic-
aid from public programs such as welfare, which are
not perceived to be for working families.” Ads
showed middle-class, suburban surroundings to
emphasize that SCHIP and Medicaid are for work-
ing people who pay taxes and live next door. This
message was often supported by a photograph of a
working mother in a business suit or a family stand-
ing in front of its own small business. States appear
to have deliberately chosen an approach that res-
onates with working families, who may not be com-
fortable with government assistance ,programs.
Indeed, some ads made no direct reference to the
state at all, or did so only subtly.

D Health Coverage Is Necessary for Children to
Thrive. Many ads emphasized that health coverage is
a basic need for children. This message linked success
in school to health and stressed that if children are
not healthy, they cannot learn and engage in other
childhood activities. By depicting health coverage in
this way, this message equated health insurance with
other essential needs such as food, clothing, and shel-
ter—basics that parents must provide for their chil-
dren—and urged parcnts to give greater priority to
obtaining health coverage for their children.

DIf You Enroll Your Children, You Will Have
Peace of Mind. A theme that appeared in many ads
referred to parents’ worries about their uninsured
children. Accompanying this theme were images of
children nding skateboards or falling from monkey
bars at the park. Some ads used emotional appeals to
motivate parents to enroll their children, using words
such as “frightening” and “scary” to describe how it
feels to be the parent of an uninsured child. This mes-
sage implied that children were likely to get hurt and
encouraged parents to seek out coverage before acci-
dents happened.

DIts Easy to Enroll. Almost every ad emphasized that
enrolling in the programs would be easy. Research has
shown that Medicaid’s complicated enrollment

To promote their public health programs, states
developed a number of content and message strategies

process has been a significant barrier to enrolling eli-
gible children (see the article by Cohen Ross and Hill
in this journal issue). SCHIP and Medicaid ads
emphasized that enrollment was quick and easy and
implied that it could even be done over the phone.

D Health Coverage Is Just Too Expensive Today—
You Are Doing the Best You Can. A number of ads
mentioned that health coverage is too expensive for
working families, thereby identifying cost, not
parental neglect, as the main reason some children
lack coverage. Ads went to great lengths to avoid any .
implication that parents were to blame for their chil-
dren being uninsured, or that parents even had a
choice in the matter.

D You Can Take Your Sick Children to the Doctor
Right Away. Some ads targeted pareuts who delayed
getting medical care for their uninsured children
because they could not afford it. Images such as a sick
girl on a swing or a mother nursing'a sick child in bed
accompanied this message. The point is clear: Health
coverage enables parents to bring children to a doc-
tor as soon as they become ill, rather than postpon-
ing medical care until a child’s illness worsens.

D This Is a New Program. This message was subtly
portrayed in ads, and it emerged morc in what was
left unsaid. For example, many ads made no mention
of links to Medicaid—even when states had created a
combinadon Medicaid/SCHIP program. In addi-
tion, most print and television ads used visual images
that contrasted sharply with stereotypes of welfare
and Medicaid recipients. That is, the ads showed
images of working people in middle-class settings and
suburban neighborhoods.

D Your Child Will Have His or Her Own Doctor.
This theme emerged in many ads and stressed the
importance of having a regular pediatrician caring for
children, as well as the benefits of preventive care. This
message spoke directly to the problem of inconsistent
and delayed medical care for uninsured children, who
often go to emergency rooms or low-cost clinics to
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receive medical services. This message, therefore, pre-
sented an appealing alternative to parents—a regular
doctor who will care for their children—and tapped
into a potendally powerful motivation for parents to
enroll their children in SCHIP and Medicaid.

D You Can Have a Choice of Providers. Some ads
stressed that parents would have a choice of providers

if they enrolled their children in SCHIP or Medicaid,

and that they would not be randomly assigned to a
doctor or insurance plan. These ads implied that a
number of physicians participated in the programs,
dispelling some older images of a limited choice of
doctors under Medicaid.

Market Testing and
Evaluating Effecliveness

Although slightly less than one-half of states used mar-
ket-testing techniques to develop their campaigns,
almost two-thirds of states made some effort to evaluate
their marketing programs after they were implemented.

With regard to market testing, 22 of 48 states in the
Kaiser study reported conducting formal or informal
market testing to help develop their campaigns. More-
over, officials in states that did not conduct market
testing reported that they wished they had and planned
to do so for future campaigns. A desire to get informa-
tion out to the public as soon as possible was cited as a
central reason for not conducting market tests.

While more than two-thirds of states reported making
efforts to assess the effectiveness of their marketing
campaigns, methods varied significantly across states,
and definitive findings were few? Nonetheless, the
evaluations commonly found that most people who
contacted the state about SCHIP or Medicaid did so
because a family member or friend had told them
about the program. Television was also frequently cited
as a source of information about SCHIP and Medicaid,
as were schools, doctors, and nurses. This finding sug-
gests that informal communication networks are an
important source of information sharing.

Another independent study evaluated the impact of tel-
evision ads by tracking telephone calls coming in to a
national hot line, as well as calls to hot lines set up in six
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target markets. A significant increase in callers followed
television advertisements about SCHIP and Medicaid.®
Calls to the natdonal hot line increased from an average
of 15,000 per month to 58,000 calls in the month ads
ran. The six target markets also saw a steep increase in
callers, from 74% on the low end to 645% on the high
end. These data show that television ads can have a big
impact in terms of raising awareness of public health
programs and in spurring parents to pursue enrollment.

Lessons Learned

States are no longer making such concerted efforts to
adveruse public health programs for children. Since
2000, when most of the data for this article were gath-
ered, lack of funding, budget shortfalls, and higher-than-
expected Medicaid and SCHIP enrollment and costs per
enrollee have led to much less emphasis on marketing
campaigns for public health programs for children.!® Yet
important lessons can be gleaned from states’ initial
efforts to market their SCHIP and Medicaid programs,
and these lessons may inform future efforts to raise
awareness and encourage enrollment in children’s health
coverage programs. Effective methods include:

D Using appealing images of diverse children of various
ages, including children with disabilities;

D Emphasizing that children’s health programs offer
free or low-cost health coverage;

D Mentoning covered services that parents want for
their children, such as dental care, medications, doctor
visits, hospitalization, vision care, and speech services;

D Telling parents that they can have peace of mind
knowing that their children arc no longer uninsured;

D Making contact informaton—phone numbers and
Web site addresses—very prominent in advertisements;

D Focusing on working families, but not forgetting
families leaving welfare or former Medicaid benefici-
aries; and

D Giving actual dollar amounts that families can earn
and still have their children qualify for the program.
Families will be surprised to see how much they can
earn and still have eligible children.
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Furthermore, although marketing and outreach activi-
ties have been curtailed, two major health-coverage-
marketing efforts have occurred since the Kaiser study
in 2000. One is the Covering Kids Initiative, spon-
sored by the Robert Wood Johnson Foundation,
which continues to help states market SCHIP and
Medicaid. In recent years, the program has developed
print materials, ads, radio spots, events, and strategies
to coincide with the back-to-school season.!! For
example, the program offers states a toolkit for remind-
ing parents about health coverage as they prepare their
children for the next school year. The materials tend to
use the same messages identified in this arricle, but
they also include income-eligibility information.

Another recent health-coverage-marketing campaign
was launched to promote New York’s Disaster Relief
Medicaid—a four-month program created in response
to a damaged computer system in the wake of the Sep-
tember 11, 2001, attacks.!? While this program was
not just for children (in fact, childless adults could
qualify), it provides insights into the successful market-
ing of public health programs. Effective ads and strong
word of mouth conveyed to uninsured and low-
income New Yorkers that applying for this public
health insurance program was quick and easy, that
income-cligibility levels were higher than for other
programs (“anybody could qualify”), and that cover-

age was free.'* As a result, an unprecedented 380,000
people were enrolled.™

These initiatives, as well as state marketing of SCHIP
and Medicaid, illustrate the effectiveness of health cov-
erage marketing. At the same time, creating attractive
and compelling ads is only part of the solution. States
need to create an accessible enrollment process to
enable families to successfully enroll their children. The
enrollment process has traditionally been a significant
barrier to Medicaid enrollment and has been cited as a
reason why families do not enroll or do not complete
the process (see the article by Cohen Ross and Hill).
Indeed, states risk losing interested parents if their
enrollment processes are not as simple as their ads
imply. Pairing an effective marketing campaign with a
streamlined enrollment process holds the most prom-
ise for ensuring that all eligible children can obtain
health coverage.

Much of the content of this article was drawn from a
report that was co-written by Michael Perry, and Ver-
non Smith and Catherine Smith of Health Manage-
ment Associates, under the guidance of Barbara Lyons,
Deputy Director of the Kaiser Commission on Medicaid
and the Uninsured.
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Appendix 1

How States Are Promoting Children’s Health Coverage Programs

State Type of Promote Medicaid Name of Mame of
CHIP Program and CHIP Jointly Medicaid Program CHIP Program
or Separately
‘Alabama Combination Separately Medicaid ALL KIDS
Alaska Medicaid Jointly Denali KidCare Denali KidCare
Arizona Separate Jointly Arizona Health Care KidsCare
Cost Containment System
Arkansas Medicaid . Jointly ARKids ARKids
California Combination Jointly Medi-Cal for Children Healthy Families
Colorado Separate CHIP only Baby Care/Kids Care Child Health Plan Plus (CHP+)
Connecticut Combination Jointly Husky A Husky B
Delaware Separate Jointly Diamond State Health Plan DE Healthy Children Program
District of Columbia Medicaid Separately Medicaid ' DC Healthy Families
Florida Combination Jointly Florida KidCare Florida KidCare
Georgia Separate Separately Medicaid PeachCare for Kids
Hawaii Medicaid Jointly QUEST QUEST
Idaho Medicaid Jointly " CHIP CHIP
~ lllinois Combination Jointly KidCare KidCare
Indiana Combination Jointly Hoosier Healthwise Package A Hoosier Healthwise Package C
lowa Combination CHIP only Medicaid HAWK-(
Kansas Separate Separately PrimeCare and HealthConnect Health Wave
Kentucky Medicaid . Jointly K-CHIP . K-CHIP
Louisiana No response '
Maine Combination Jointly Medicaid CubCare
Marytand Medicaid Separately Medicaid Maryland Children’s
) _ Health Program )
Massachusetts Combination Jointly MassHealth MassHealth
Michigan  Combination Jointly Healthy Kids MI-Child
Minnesota Medicaid Jointly Medical Assistance MinnesotaCare
Mississippi Combination Jointly Mississippi Health Benefit Mississippi Health Benefit
Missouri Medicaid Jointly Mer MC+ for Kids
NMontana Separate CHIP only . Medicaid Montana CHIP
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State Type of Promote Medicaid Name of Name of Separate
CHIP Program and CHIP Jointly Medicaid Program CHIP Program
or Separately

Mebraska Medicaid Jointly Kids Connections Kids Connections

Nevada . Separate Jointly Medicaid Nevada CheckUp

Mew Hampshire No response

MNew Jersey Combination CHIP only Medicaid New Jersey KidCare

New Mexico Medicaid Jointly NewMexiKids NewMexiKids

Mew York Combination Jointly Growing Up Healthy Child Health Plus (state-funded)

North Carolina Separate Jointly HealthCheck NC HealthChoice for Children

North Dakota Combination Jointly Phase | - Healthy Steps Phase Il - Healthy Steps

Ohio Medicaid Jointly Healthy Start Healthy Start

Oklahoma Medicaid Jointly SoonerCare SaonerCare

Oregon Separate Jointly Oregon Health Plah CHIP

Pennsylvania Separate Separately Medical Assistance/Medicaid CHIP

Rhode Islahd Combination Jointly Rite Care Rite Care

South Carolina Medicaid Jointly Partners for Healthy Children Partners for Healthy Children

South Dakota No response

Tennessee Medicaid Jointly TennCare for Children Initiative TennCare for Children Initiative

Texas Combination Jointly TexCare Partnership TexCare Partnership

Utah Separate CHIP only Medicaid CHIP

Vermont Medicaid Jointly Dr. Dynasaur Dr. Dynasaur

Virginia Separate CHIP only Medicaid Children’s Medical Security
Insurance Program

Washington Separate Jointly Healthy Kids Now! Healthy Kids Now!

West Virginia Combination Jointly WV CHIP - Phase | WV CHIP - Phase Il

Wisconsin Combination Separately Medicaid BadgerCare

Wyoming Separate Jointly Medicaid for Children Wyoming Kid Care

Total Medicaid: 16 Jointly: 35 Medicaid/Medical Assistance: 15

Responding: 48 Separate: 14 Separately: 7 New CHIP name: 41

Combination: 18 CHIP only: 6 Same name for Medicaid & CHIP: 23

Note: Some states use difterent names for their Medicaid managed care programs, which may not be listed above.

Source: Perry, M., Lyons, B., and Smith, V. Marketing Medicaid and CHIP: A study of state advertising campaigns. Washington, DC: Kaiser Gommission on Medicaid and the

Uninsured, October 2000.
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Health Insurance for Children

Balancing Efficiency and Equity

in the Design of Coverage Expansions

for Children

Linda J. Blumberg

n important challenge in designing policy

initiatives to address the problem of unin-

sured children is that the objectives implicit

in the programs can conflict. These conflicts
necessitate prioritizing multiple objectives and identifying
acceptable tradeofls in order to achieve effective policy
design that reflects the nation’s social priorities. This arti-
cle provides a general discussion of some competng
objectives and tradeoffs and presents a framework for
evaluatng future attempts to design children’s health
insurance programs.

The Objectives of Reform

While expanding coverage is the focus of insurance pro-
grams for children, financial constraints combined with a
general desire for fairness in program implementation
complicate the particular elements of a health insurance
initiative. Reforms to expand children’s coverage reflect
the tradeoffs between two main objectives: target effi-
ciency (directing as many program dollars as possible to
currently uninsured children) and horizontal equity
(treating children in similar circumstances alike).

Target Efficiency

Given financial constraints, many policymakers hope
to direct as many designated program dollars as pos-
sible to currently uninsured children, thereby achiev-
ing the greatest possible health insurance coverage

“bang for the buck.” This objective is known as tar-
get efficiency.! The intent is to minimize the govern-
ment dollars spent on children who would have been
insured without a new program. Undesired spending
on children who could obtain health insurance else-
where is often referred to as “crowd-out” in the
health policy literature, since government spending is
considered to be crowding out private spending on
health insurance. In other words, the underlying
premise is that government should not pay for chil-
dren’s health insurance if parents can afford to buy it
in the private market.

Political motivations also influence policy preferences
for targer efficiency. Policymakers recognize that new
programs will be judged by their measurable effects,
particularly by how much they increase the number of
insured individuals. A calculation frequently used to
analyze new and proposed programs is the federal
cost per newly insured person—a measure wholly
designed to capture a program’s target efficiency.
Although other measures may seem equally impor-
tant in determining program success—such as stabili-
ty of coverage, quality of care received, or improved

Linda ]. Blumberg, Ph.D., is a senior research
associnte at the Health Policy Research Center at the
Urban Institnze.
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financial situation among families who no longer have
to pay for coverage they find difficult to afford—these
types of gains are more difficult to measure quantita-
tively. As a consequence of needing to demonstrate
measurable improvements from a new program to
justify . additional spending, policymakers place a
greater emphasis on designing programs that will
substantially increase the number of insured children.

Horizontal Equity

A second policy objective, horizontal cquity, focuses on
treating children in similar circumstances alike. This
objective is consistenit with the desire for fundamental
faimess—for cxample, that all children in families with
the same incomes have the same program eligibility sta-
tus.?2 Beyond simple fairness, however, a program
designed to achieve honzontal equity avoids creating per-
verse incentives. For example, assume that subsidies for a
new insurance program for children are limited to chil-
dren without previous insurance coverage. In such a case,
two children could have the same family income and live
in the same area, but if one child’s parents purchase
employer-based insurance coverage for the child, she is
no longer eligible for public coverage. If the other child’s
parents have not purchased insurance for him, then that
child remains eligible. Parents would have a new incen-
tive to keep their children uninsured for the required
length of time—an undesirable policy effect by anyone’s
calculadon. While there is no evidence on the extent to
which such incentives actually lead to this type of unde-
sired response, the incentive still exists.

Another example of undesired incentves created by
inequities in policy treatment would be if program eligi-
bility were limited to children of workers (or workers
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themselves, for that matter) whose employers did not .

offer private group health insurance. In such a case, work-
ers whose incomes were low enough to qualify for the
program would have an incentve to find a job that did
not offer employer-sponsored health insurance, even if
that job might not be the best fit for their skills. In other
words, the effect of the policy on job choice could lead
to inefficiencies in the job market.

Workers might make such a choice for a number of rea-
sons. If they enrolled their children in the public plan,
workers would save the out-of-pocket contributions to
premiums that most employer plans require. These pre-
mium contribution requirements are often substantal
relative to the small (or even zero) premium contribu-
tions that are required for public coverage. In additon,
public insurance benefit packages tend to be more gen-
erous than packages through private employer plans, so
an individual could save substantially on cost sharing
(deductibles and coinsurance) through a public plan.
Research evidence also suggests that workers pay for a
significant share of their employers’ contributions to
employcr-sponsored health insurance policies through
lower wages than they would have if insurance were not
offered. Such a phenomenon implies that workers would
also experience a wage increase as a consequence of mov-
ing from an insurance-offering to a non-insurance-offer-
ing employer. This further strengthens a worker’s
incentve to seek a non-offering emplover if insurance
coverage for family members would be available through

a public program.3

Similarly, when eligibility for subsidies or programs
depends on employer behavior, employers may change
their own behavior in disadvantageous ways. Take the
previous example, in which workers and family members
would be eligible for a new public insurance program
only if their employer did not offer group coverage. Con-
sider a hypothetical employer who offers employer-spon-
sored health insurance to her workers. If enough workers
would be cligible for public insurance if their employer
did not offer private insurance, the workers would have
the same incentives described previously to persuade their

. employer to stop offering coverage. If the employer did

stop offering coverage, those eligible for the new pro-
gram could enroll in public coverage, but there would
likely be others working for the same employer who
would not be income eligible for public coverage. These
workers and their families who are not eligible for public
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coverage and who have just lost their employers’ offer of
insurance would have to seek coverage on their own.
Consequently, a policy that limited public program eligi-
bility to those without employer offers could lead to a
reduction in the employer offer rate and could also
potendally leave some families without insurance.* An
alternative approach would be to subsidize the purchase
of employer-sponsored health insurance coverage for
low-income children, a policy that could ameliorate the
types of perverse incentives described here. (See the art-
cle by Curtis and Neuschler in this journal issue.)

The Conflict between Target Efficiency
and Horizontal Equity

The dilemma when designing policy initatives to increase
children’s health insurance coverage is that the objectives
of target efficiency and horizontal equity cannot be per-
fectly met simultaneously. Prioritizing target efficiency by
designing a program that narrowly defines eligible popu-
lations as particular pockets of the uninsured prioritizes
target efficiency but results in inequides, which was the
case in the example of the two children, one with and one
without employer-based coverage. The highly targeted
program rules reward only the parents who have not
made the financial effort to insure their child. Another
potental inequity could occur if the benefit package avail-
able through a public program were more generous than
the package through a privately purchased policy.

Conversely, if horizontal equity were priontized, fewer
uninsured children could be covered within a given
budget. In the example used above, a policymaker focus-
ing on honizontal equity might design a program to make
all children in families with incomes below some percent-
age of the federal poverty level (FPL) cligible for fully
subsidized health insurance coverage, regardless of prior
insurance status. This design would solve the equity con-
cerns, but the program would cost more than a carefully
targeted program because more children would be cligi-
ble. In addition, a significant share of the children cligj-
ble for the program may have had pror insurance
coverage, thereby reducing the apparent target efficiency
of the program.

Balancing Efficiency and Equity

. . . the objectives of target efficiency and horizontal equity cannot
be perfectly met simultaneously.

Of course, how well a program achieves target efficiency
depends on how the target populadon is defined. If the
target population is defined as uninsured children below a
certain percentage of the FPL, then it would be consider-
ably more difficult to achieve both target efficiency and
hornizontal equity than if the target population is defined
as all children below a certain percentage of poverty. The
first definition is more closely associated with the idea of
generating as much new insurance coverage as possible for
a given budget. The latter, however, is more consistent
with the notion that even low-income children with pri-
vate insurance are vulnerable to losing their coverage, and
public policy ought to provide a stable source of insurance
regardless of current status.

Carefully defining the target population by income can
improve policymakers’ ability to balance target efficiency
and horizontal equity. As Table 1 illustrates, children in
families with income levels typically associated with the
Medicaid program (that is, usually under 100% of the
FPL), are less likely to have employer-sponsored health
insurance than are higher-income children. If all children
in the lowest income ranges with low levels of private
insurance coverage were made eligible for a public insur-
ance program, then displacement of previous insurance
would not be of great concern and all children at that
income level could be treated the same. However, chil-
dren in the higher income groups, including those typi-
cally associated with the State Children’s Health
Insurance Program (SCHIP) program (that is, usually
from families at 100% to 200% of the FPL, as detailed in
the article by Wysen, Pernice, and Riley in this journal
issue ), are more likely to have employer-sponsored health
insurance. As a result, the balance between horizontal
equity and target efficiency becomes more and more dif-
ficult as policymakers attempt to design mechanisms for
reaching the higher-income uninsured.

Different Approaches to Prioritizing
Efficiency and Equity

Medicaid and SCHIP have taken different approaches to
prioritzing the competing objectives of target efficiency
and horizontal equity. The Medicaid program for chil-
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Table 1

Distribution of Coverage for Children (Ages 0 to 18) by Family Income Relative to

the Federal Poverty Level

Family income Employer-sponsored Medicaid, Other public Private nongroup No
relative to the FPL health insurance SCHIP insurance? insurance insurance
Less than 100% 21.6% 47.8% 1.4% 3.4% 25.8%
100%~149% 44.6% 31.4% 1.8% 3.4% 18.8%
150%—199% 63.3% 16.2% 2.3% 4.1% 14.0%
200%~299% 76.6% 6.5% 1.9% 4.9% 10.1%
300%~399% 86.6% 2.7% 1.1% 4.2% 5.4%
400% and over 9i.0% 0.7% 0.9% 3.9% 2.8%p

gIncludes Medicare, Champus, and other federal programs.
bColumns may not add precisely to 100% due to reunding.

Source: Tabulations of the March 2001 Current Population Survey. Washington, DC: Urban Institute.

—
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dren originally limited eligibility to those with extremely
low incomes; it was target efficient but had serious equi-
ty problems. Over its history, however, the Medicaid pro-
gram has evolved to an approach that better balances the
two goals. SCHIP has focused most explicitly on target
efficiency. The approaches of the two programs are dis-
cussed in detail below.

Medicaid

Until the mid-1980s, Medicaid eligibility for children
focused on children in families whose income and fam-
ily structure qualified them for cash assistance through
Aid to Families with Dependent Children (AFDC).
AFDC was the precursor to the current welfare pro-
gram, Temporary Assistance for Needy Families
(TANF).5 Because AFDC income-eligibility levels var-
ied considerably by state, this approach engendered
interstate equity issues: Children with the same family
incomes living in different states were treated different-
ly.¢ In addition, children in two-parent families had con-
siderably more difficulty qualifying for Medicaid
coverage, because the AFDC eligibility rules favored

single-parent families. Enrollment in Medicaid was not
conditioned on prior insurance status, and participation
among the AFDC eligible population was high.”

" As the Medicaid program evolved in the late 1980s and
the 1990s, eligibility rules for children became more dis-
connected from eligibility for AFDC. For example, states
were required to expand coverage to children in two-par-
ent families and to those with higher family incomes?® As
of April 1990, all state Medicaid programs were required
to phase in coverage for children up to age six in families
with incomes up to 133% of the FPL. Children born after
September 30, 1983, in families with incomes up to
100% of the FPL were cligible starting in July 1991.
States could also choose to cover infants in families with
incomes up to 185% of the FPL.

The expansions in eligibility do focus on low-income
children, many of whom do not have access to employ-
er-sponsored health insurance, thereby increasing target
efficiency. The more a program includes children with a
low probability of having private health insurance with-
out government assistance (that is, lower-income chil-
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dren), the more target efficient the program is. While
analyses differ as to how much Medicaid expansions sim-
ply displaced, or crowded out, private coverage,’
researchers generally agree that at least 80% of the chil-
dren enrolled because of the expansions would not oth-
erwise have had insurance.!

The changes to the Medicaid program increased inter-
state equity by providing a federal minimum-income eli-
gibility threshold for children in all states. In addition,
now that the expansions are fully phased in, inequities

~ across children of different ages within a state have been
reduced. All children under age 18 in families with
incomes up to 100% of the FPL are now eligible. Varia-
dons in eligibility criteria persist, however, as some states
exceed minimum standards while others do not. (See
article by Wysen, Pernice, and Riley.)

Consequently, the Medicaid expansions for children
appear to have struck a balance with reasonable levels of
target efficiency and improvements in horizontal equity.
Participadon levels for the program may have been
adversely affected, however, by a narrow targetng of the
expansion program to children that generally excluded
their parents.!! In addition, administrative barriers such as
lack of familiarity with eligibility rules and onerous appli-
cation procedures have probably contributed to lower-
than-desired participation rates.

SCHIP

Target efficiency was a high political priority among
those who drafted the SCHIP legislation.!? Because
income-eligibility levels for SCHIP are higher than those
for the tradidonal Medicaid program, policymakers
worked to avoid spending federal dollars largely on those
who would have had private insurance without the new
program. This goal was explicitly laid out in the legisla-
ton, with eligibility for SCHIP limited to uninsured chil-
dren.!? In contrast, eligibility under Medicaid is not based
on a child’s insurance status. States that have chosen to
expand Medicaid under SCHIP cannot exclude children
according to prior insurance status (unless they receive a
waiver to do so), while SCHIP programs that are run as
independent programs must have some type of strategy
in place to prevent crowd-out.!*

States placing different emphases on these mechanisms
are likely to have varying success with excluding the pre-

Balancing Efficiency and Equity

viously uninsured.’ Little evidence currently exists
regarding what works to minimize crowd-out and what
does not. One finding is that many states have lower par-
ticipation rates in their SCHIP programs than in their
Medicaid programs.'® These rates are probably party due
to the newness of the SCHIP programs, both because it
takes time to educate people that programs exist and
because enrollment processes often do not run smoothly
in the early implementadon stage. But another con-
tributing factor may be administrative barriers designed
to exclude those with prior coverage. Such administrative
mechanisms can discourage not only the privately
insured, but all potendal applicants.!”

SCHIP was designed to provide considerable flexibility
to the states, even if some inequities result. Program eli-
gibility rules as well as administrative choices vary consid-

.erably across the states because of differences in political

preferences, in ability to finance coverage expansions, and
in the generosity of the Medicaid programs from which
each SCHIP builds.'® However, significant differences in
generosity of programs across states have resulted.

In addition, the federal matching rate for SCHIP-eligible
children is higher than the rate for Medicaid-eligible chil-
dren, which could contribute to horzontal inequities.
State governments receive higher federal payments for
cnrolling SCHIP-cligible children than for enrolling
Medicaid-eligible children, even though the SCHIP chil-
dren come from higher-income families than do Medic-
aid children. Consequently, states seeking to reduce the
number of uninsured children have a greater incendve to
enroll children in SCHIP than in a Medicaid program.
Although current evidence on participation rates docs
not seem to indicate that states favor SCHIP enrollment
over Medicaid enrollment,'® the incentive to do so over
ame is troubling. If states do in fact begin to sacrifice
resources from Medicaid outreach and enrollment in
order to increase resources allocated to SCHIP outreach
and enrollment, this could lead to a redistribution of
public spending from lower-income to somewhat higher-
income children.

At the same time, some aspects of SCHIP contribute to
improved horizontal equity. For example, the higher fed-
eral matching rates that the federal government provides
to participating states for SCHIP have allowed states with
fewer resources to finance more generous expansions
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than they would have otherwise been able or willing to
do under the Medicaid matching rates. This boost to the
more financially constrained states, combined with limits
as to how high up the income scale states could subsidize

. children while still receiving federal matching funds,

means that the SCHIP program is likely to improve inter-
state equity somewhat.2

Some states have also used their flexibility to expand pub-
lic insurance program eligibility to the parents of Medic-
aid- and SCHIP-eligible children. Early results suggest
that states that include parents are increasing the partici-
paton rates of their children.?! Such expansions increase
horizontal equity by removing differential weatment by
age, but with reduced target efficiency. The added bene-
fit of expansions to parents is that the initial child target
populadon is reached more effectively.??

Overall, SCHIP has placed a greater emphasis on target’

efficiency than on horizontal equity. Policymakers, rec-
ognizing that children between 100% and 200% of the
FPL had employer-sponsored health insurance, attempt-
ed to legislate the exclusion of those with prior coverage
and thus increase target efficiency. Achieving target effi-
ciency within this higher-income group of children is
clearly more difficult than within the lower-income Med-
icaid population. Families eligible for Medicaid are less
likely to have employer-sponsored coverage, and thus
exclusion mechanisms are less relevant. In the future, as
the SCHIP program marures and more effort is made to
increase participation rates, the focus on horizontal equi-
ty issues may also increase.

Ways to Improve the Balance between
Efficiency and Equity

The previous discussion highlights that target efficiency.

and hornzontal equity cannot be perfectly sadsfied simul-
tancously. Both objectives have political and social value,
and neither should be ignored. Policymakers should
strive to design future programs to better balance these
two objectives. Several possible-approaches could be tried
separately or in combination.

For example, one possible approach would be to define
eligible populations very narrowly, and expand coverage
incrementally. All children within a small subpopulation

(defined, for example, by narrow bands of family income
relative to poverty) could be treated equally, thereby lim-
iting costs. The drawback to this approach would be that
it requires accepting a slower path to coverage expansion.
The benefits would be that it would be viewed as fair,
costs would be contained, and program effects could be
evaluated prior to widespread implementation.

A second approach to improving the balance between
efficiency and equity would be to narrowly define the
subsidy or the insurance product being provided. For
example, the benefit package of a public insurance prod-
uct could be limited relative to existing public packages.
This approach could lower government spending per
enrollee and reduce the attractiveness of the program to
those with more generous prior coverage. The challenge
would be to carefully tailor a narrow package while
reraining significant benefits. Similarly, limited subsidy
dollars could be provided to make more children eligible,
with each child receiving less assistance.

A third approach would be to design programs to limit
eligibility to those receiving coverage through the most
efficient sources of coverage and/or providers, such as
the most cost-effective managed care organizations or
hospitals with the most effective internal utilization con-
trols mechanisms. Such a plan might limit participation
significantly among those who already have strong
attachments to their providers (those likely to be
insured), while reducing program costs.

In the end, policymakers must think realistically: Pro-
grams cannot substantially increase coverage, keep costs
low, and treat similar individuals the same. In addition,
policymakers must determine how much displacement of
private insurance spending is acceptable. To make signif-
icant progress in reducing the number of uninsured chil-
dren, policymakers need flexibility in spending public
dollars in an increased effort to enroll and retain the
many currently eligible, but not enrolled, children. Over-
emphasis on target efficiency and other administratve
barriers have likely hampered these efforts to date. How-
ever, target efficiency with little increase in coverage of
children is not a satisfying programmatic outcome from
anyone’s perspective. Future policies need to tip the
scales further in the direction of equity in an effort to
boost overall participation.
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Creative Solutions

EDITOR’S INTRODUCTION

The “Creative Solutions” section features four
articles that focus on innovative efforts to
address a variety of shortcomings in current
public programs to provide health coverage to
low-income children. In general, the programs
highlighted here strive to address gaps in cover-
age, streamline enrollment procedures, and cre-
ate more cohesive systems.

The article by Curtis and Neuschler explores
ways to help working parents who cannot
afford to insure their children, even when their
employers offer health coverage. The article dis-
cusses the benefits and obstacles to linking pub-
lic and private employer bencfits through
subsidies known as premium assistance, and
describes the experiences of some states that
have these programs.

Two articles describe potentially complementa-
ry efforts to streamline enrollment. As Horner,
Lazarus, and Morrow detail, an express lane eli-
gibility (ELE) strategy would enable families
whose children participate in other safety net
programs (for example, the National School
Lunch program) to sign up simultaneously for
all the programs for which they are eligible. The
next article by Klein explains how a presumptive

Health Insurance for Children

eligibility (PE) strategy would use the informa-
tion from a family’s application in one program
to determine whether the child is eligible for
another program, but would automatically
assume that the child was eligible until proven
otherwise. In addition, children could start
using benefits while their application was being
processed. Both ELE and PE would move
enrollment into the communities to make the
process more convenient and less intimidating

for families.

Finally, the fourth article by Wong details two
county-level initiatives to expand insurance cover-
age for children who do not meet state eligibility
criteria. Santa Clara County, California, has devel-
oped an insurance expansion model, while King
County, Washington, is using a service coordina-
tion model to provide children with a regular
source of care. The article describes the approach
each county has taken, the similarities and dif-
ferences between the two, and lessons for other
counties that want to create similar initiatives.

These four articles illustrate the opportunities
and challenges facing those who are trying to
expand and improve health coverage for Amer-
ica’s low-income children.

www.futureofchildren.org
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Premium Assistance

Richard E. Curtis and Edward Neuschler

any low-income, uninsured children

have access to employer coverage but

are not enrolled, presumably because

their parents cannot afford to enroll
them. One strategy for increasing the enrollment of
low-income children is to help parents pay the employ-
ee contribution required for family enrollment in their
employment-based health insurance. This strategy is
known as “premium assistance.”

Premium assistance offers many potential benefits as a
means for providing coverage to low-income children;
but at the same time, several practical difficulties in
realizing that potential remain.

Premium-Assistance Strategies Hold
Promise for Many Children

Premium assistance is a promising strategy for pro-
viding coverage to children in low-income families
with access to employer-provided coverage. As shown
in Table 1, an estimated 55% of uninsured children in
families with incomes between 133% and 200% of the
federal poverty level (FPL) have access to employer
coverage. Furthermore, public health insurance pro-
grams for children already authorize this type of assis-
tance! and can help any cligible persons pay the
premiums required to enroll in any private health
insurance that is available to them. This approach is

Richavd E. Curtis, M.P.P, is president of the Institute
Sfor Health Policy Solutions.

Edward Neuschler, M.P.P, is a senior program officer
at the Institute for Health Policy Solutions.

particularly cost effective for employment-based
insurance because employers already pay a sizable
share of the total premium. Overall, as this section
details, premium assistance has the potential to cover
more children with available public dollars, provide
coverage to whole families, and help prevent “crowd-
out” (that is, replacing or substituting for existing
employer coverage) by complementing rather than
replacing employer contributions.

Making Public Dollars Go Farther

Because employers typically pay about 70% to 75% of
the cost of family coverage,? subsidizing workers’ share
of premiums to enroll their children as well as them-
selves in employer coverage can be less expensive than
providing direct coverage, especially family coverage,
under the State Children’s Health Insurance Program
(SCHIP) or Medicaid. For example, Rhode Island
saves an average of $178 per month for every family
enrolled in its RIte Share premium-assistance program
rather than in its regular RIte Care (Medicaid and
SCHIP) managed care program.3

Providing Coverage for Children and Families

Providing whole family coverage, either directly or
through premium assistance, also benefits children by
making it more likely that they will get needed care.
Studies show that children are more likely to use care
if their parents do, an effect that is even stronger if
both parent and child are insured.* For example, in
states that have expanded coverage for parents under
Medicaid, 81% of eligible children participate in Med-
icaid, compared to only 57% of children in states with-
out family-based coverage programs.’ Moreover, states
such as Wisconsin, Rhode Island, and New Jersey have
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Table 1

Premium Assistance

Children with Employer Coverage and Uninsured, by Family Income Relative to Poverty

Among Children,
Percent with Employer

Family Income Among Children,

Relative to Federal

Percent Uninsured,

Ratio of Children with
Employer Coverage to

Percent of Uninsured Children
Eligible for Employer Coverage

Poverty Level Coverage, 19992 19992 Uninsured Children, 19992 through a Parent, December 19960
[ess than 100% 17.8% 27.1% 0.7:1 23%
100%~132% 41.4% 20.6% 2.011 40%
133%-199% 58.4% 19.7% 3.0:1 55%
200%~249% 72.7% 13.3% 5.0:1 62%
250%-399% 84.4% 8.0% 10.5:1 51%
400% and over 90.8% 4.5% 20.0:1 28%

aMarch 2000 Current Population Survey.
1996 Medical Expenditure Panel Survey (fuil-year panel).

Source: Institute for Health Policy Solutions

demonstrated that offering health insurance coverage
for whole families is a more effective way to reach unin-
sured children than covering only children under
SCHIP. For example, the number of children enrolled
in Rhode Island’s Rlte Care program grew only 10%
between December 1995 and December 1998. After
coverage was cxpanded to parents (in November
1998), the number of children enrolled grew 47% over
the next three years (ending in December 2001).¢

Overall, because employer contributions for family
coverage can greatly reduce the net cost of public sub-
sidies needed, and because coverage through work is
an attractive coverage venue for many working parents,
subsidizing enrollment in employment-based family
coverage can be a cost-effective way for states to pro-
vide coverage to entire low-income families.

Helping Prevent “Crowd-Out”

Using public dollars to offer premium assistance to
low-income working families could cover more families
at lower cost by complementing rather than replacing
employer contributions. While greatly beneficial, pub-

lic-program expansions that include parents as well as
children may pose a greater risk of “crowding out”
existing employer coverage when eligibility is extended
above the FPL. Crowd-out is more likely above the
FPL because private employment-based coverage is
widespread among non-poor but low-income working
families. For example, in families with incomes
between 133% and 200% of the FPL, three times as
many children had employer coverage as were unin-
sured in 1999 (sce Table 1).7

Recent research indicates that a significant share of new
public coverage for adults above the FPL replaces pri-
vate (employment-based) coverage® These findings
suggest that virtually free public coverage induces many
low- and modest-income families (and/or their
employers) to drop existing employer coverage, which
costs an average of almost $8,000 annually in combined
employee and employer contributions. For example,
after Rhode Island achieved the lowest reported rate of
uninsured children in the country (2.4% in 2000),” the
state’s Rlte Care program identfied a significant shift
from employer coverage (see Box 1).1°
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Curtis and Neuschler

Because of their desire to stretch public funds by cap-
turing available employer contributions, avoiding
crowd-out and covering whole families where possible,
state and federal officials remain keenly interested in
programs that would help low-income families enroll
their children in private employment-based insurance
when it is available to them.

Challenges to Implementing
Premium Assistance

Despite the substantial potential suggested by these
data and observations, premium-assistance programs
undertaken to date have reached relatively few children
in 12 states.!! The early experience of one of those
states, Wisconsin, illustrates both the potential reach of

Box 1

Rhode Istand Grapples with “Crowd-0ut”

Rhode Island’s Rite Care (Medicaid and SCHIP) program initially
covered children up to 250% of the FPL. [n late 1998, the state
expanded the program to include coverage of parents up to 185%
of the FPL. This expansion succeeded in covering more children as
well as parents. By 2000, the program had reduced the percent-
age of children without insurance to 2.4% and the overall unin-
sured rate to 6.2%, the lowest rates in the nation.? Total Rite Care
enrollment increased by 40% between November 1998 and June
2000, straining the state’s budget.®

One reason for the explosive program growth was a shifting of
low-income families out of employer coverage and into Rite Care,
a process known as “crowd-out.” The Providence Journal report-
ed in May 2000 that as many as 20,000 people—almost 20% of
the total program enroliment—may have dropped private health
insurance in order to take advantage of the free state program.®
The largest participating HMO, Neighborhood Health Plan, esti-
mated that one-third of its new Rite Care patients were migrating
from private insurance plans.® Another carrier experienced 4,200
voluntary disenrollments from its commercial coverage during

1999 that resulted in subsequent enroliment in the same carrier's
Rite Care plan, 83% of them within four months after the com-
mercial disenroliment.®

To address the problem of crowd-out, in June 2000, Rhode Island
enacted a package of reforms that included an aggressive premi-
um-assistance initiative (Rlte Share) aimed at placing eligible
families into employer coverage. The reforms included a review of
the entire Rite Care caseload to identify families who had access
to qualifying employer coverage and to enroll them in it, when it
was cost effective for the state to do so. As of July 2002, about
2,200 members had been enrolled in Rlte Share, with enroliment
expected to reach 5,000 by June 30, 2003.°

While generally pleased with the program’s success, state man-
agers note that shifting costs back to the employer sector is more
difficult than avoiding crowd-out in the first place, and they urge
other states to initiate premium-assistance policies before
expanding public health insurance programs, especially where
parents will be covered in addition to their children.”

2Rhode Island Department of Human Services. Update: Rite Care, member cost sharing, Rite Share. Providence, Rl: Hearing of the Joint Committee on Health Care Over-
sight, April 29, 2002. Slide presentation. Based on Medicaid Research and Evaluation Project; Rite Share Evaluation Studies. U.S. Bureau of the Gensus, Current Popula-

tion Surveys 1994-2000 (September estimates).

bRite Care enrollment increased from 74,221 in November 1998 to 104,041 in June 2000. Ferguson, C. Hindsight and foresight: Lessons for getting it Rite. In Effective
coverage expansions for uninsured kids and their working parents: Links to job-based coverage. Washington, 0C: Institute for Health Policy Solutions, May 18, 2001.

¢Rowland, C. Officials rethinking Rite Care’s mission. Providence Journal. May 21, 2000, at p. A-01.

dFerretti, S. Hindsight and foresight; Lessons for getting it Rite. In Effective coverage expansions for uninsured kids and their working parents: Links to job-based cover-

age. Washington, DC: Institute for Health Policy Solutions, May 18, 2001.

el eddy, P. Premium assistance: Opportunities and challenges: Implementing Rhode Island’s Rite Share program. Philadelphia, PA: 15th Annual State Health Policy Confer-
ence of the National Academy for State Health Policy, August 5, 2002. Slide presentation. Also, personal communication with P. Leddy, February 12, 2003.
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Box 2

Premium Assistance

Wisconsin Experiences Both the Promise and Pitfalls of Premium Assistance

Wisconsin’s attempt to integrate premium assistance into its
SCHIP program, known as BadgerCare, illustrates both the poten-
tial reach of premium assistance in a low-income working popu-
lation and the practical difficulties involved in realizing that
potential. BadgerCare covers parents as well as children, but
requires that families take advantage of employment-based cov-
erage if it is available to them and cost effective. Roughly half of
working BadgerCare applicants have access to health coverage
through their employers. But, as of June 30, 2001, less than one-
tenth of 1% had actually been enrolled.?

There are several reasons for Wisconsin's low rate of enroliment
in employer-based coverage. The state’s premium-assistance
policies—some driven by federal requirements, some chosen by
the state—unnecessarily exclude many employer plans from par-
ticipation. For example, almost one-half of the applicants with
access to employer coverage work for self-insured employers,®
but the state initially decided to exclude self-insured plans from
premium assistance in order to simplify and speed program
implementation. (State officials have now reversed that decision.)

In addition, when the program first began, only employers who
contributed between 60% and 79% of the cost of family coverage
qualified, and only 20% of otherwise-qualified employer plans fell
in that range.® The minimum required employer contribution has
now been lowered to 40%.°

Wisconsin has also had difficulty getting the necessary information
from employers. About 25% to 30% of forms requesting informa-
tion are never returned, and of those that are, about one-quarter
state that the applicant no longer works for that employer (or never
did).* These problems have significant implications for verifying
employment and earnings for the underlying BadgerCare program,
not just for its premium-assistance component.

The initial structure of Wisconsin’s program discouraged partici-
pation in several ways. As Wisconsin wrestles with fiscal prob-
lems, it is moving to address some of the key obstacles—for
example, by including more employer plans and proposing to
require information about their availability at application. With
such changes, the potential of premium assistance is more likely
to be realized.

aWisconsin Division of Health Care Financing. Unpublished “employer verification of insurance coverage (EVIC)” program statistics obtained from Donald G. Schneider,

Chief, Coordination of Benefits Section, July 27, 2001.

bWisconsin Oivision of Health Care Financing. Personal communication with Donald G. Schneider, Chief, Coordination of Benefits Section, December 20, 2001.

premium assistance in a low-income working popula-
tion and the practical difficulties involved in realizing
that potential (see Box 2).

The next section describes some of the challenges fac-
ing states that seek to implement premium-assistance
programs, including administrative costs and resource
requirements, the difficulty of arranging “wrap-
around” coverage, conflicting program policies, and
questions of cost-effectiveness.

Administrative Costs and Resource Requirements

Identfying applicants with access to employer coverage
and obtaining the information necessary to evaluate
that coverage in a timely fashion can involve consider-

able effort and resources. The state of lowa, for exam-
ple, employs 14 full-time staff members to follow up
on Medicaid clients identified by local offices as having
access to employer coverage.!?

States must do much of the necessary administrative
work because employers do not want to be burdened
with modifications to their existing health plan, payroll
deducton, and related programs. And neither employ-
ers nor their workers want employers involved in ways
that would make them privy to family income informa-
tion. Employers® resistance to playing any administrative
role increases when they realize it would increase their
benefit costs while typically providing financial assistance
and extra benefit coverage only to those workers who
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A less fragmented approach that incorporates a broader income
range for premium assistance (incorporating both SCHIP and

Medicaid income ranges) would be more equitable and broaden the

eligible population considerably.

decline to contribute to coverage for their children.
Workers who earn the same or less, and sacrifice finan-
cially to cover their children, would not benefit.

Difficulty of Arranging “Wraparound” Coverage
Employer-provided health plans generally do not cover
every service available under Medicaid or SCHIP and
often charge higher co-payments than Medicaid or
SCHIP allows. Arranging wraparound or supplemental
coverage to fill in these “gaps” in employer coverage is
one of the biggest difficulties states face in pursuing
premium-assistance programs under SCHIP.

Under Medicaid, a relatively simple solution to this prob-
lem already exists. Premium-assistance enrollees can use a
traditional Medicaid card to access services not covered by
their employer plans and also to avoid co-payments in
excess of the Medicaid-allowable level. Several states that
use this model, including Wisconsin and Iowa, have found
that costs tend to be nominal, as most enrollees prefer to
simply use their “mainstream” employer benefits.

Separate (non-Medicaid) SCHIP programs, however,
generally do not have their own fee-for-service payment
capability, which makes this approach to wraparound
coverage unavailable to them.!® Setting up or contract-
ing for a separate claims-payment system solely to pro-
vide wraparound coverage for premium-assistance
recipients would be prohibitively expensive,'*and private
health plans have not been willing to undertake the
responsibility of “filling in” employer-plan coverage,
which can vary widely, on an at-risk basis. Contracting
with the state’s Medicaid program or fiscal agent to pro-
vide wraparound coverage for SCHIP premium-assis-
tance recipients is a possible alternative that only one
separate SCHIP program—Virginia—has yet used.!*

Conflicting Policies

While administrative difficulties are an important imped-
iment, conflicting public-program policies—driven by
inconsistent federal regulations and confusion about mar-
ket roles and incentives—have also made it far more dif-
ficult to adopt and implement effective state programs.

Inconsistent Federal Regulations

Medicaid and SCHIP represent somewhat different
public policy approaches to increasing children’s cover-
age. The resulting differences in federal regulatory
requirements between these two programs often pre-
clude states from operating a single, integrated premi-
um-assistance program (see Table 2). Instead, the two
programs require inconsistent policies and, in effect,
inconsistent communications to employers and work-
ing parents. For example, Iowa, which operates a large
health-insurance-premium payment program under
Medicaid, does not attempt such a program under
SCHIP, even though, given the higher incomes
involved, a much higher percentage of SCHIP children
are likely to be eligible for employer coverage (see
Table 1). Similarly, Maryland has attempted, albeit
with minimal success to date, a premium-assistance ini-
tiative only for children between 200% and 300% of the
FPL (eligible for its separate SCHIP program), and not
for lower-income children under its much larger Med-
icaid or Medicaid-model SCHIP programs.'¢

In the world of employer coverage, such a fragmented
approach makes no sense. Narrow income-eligibility
ranges may make only a very small fraction of workers
eligible for premium assistance for themselves and their
children and could mean that higher-income workers
qualify for premium assistance while lower-income
workers in the same firm do not. Such a program would
seem disjointed and unfair to parents whose larger fam-
ily size lowers their income relative to poverty and
thereby precludes them from receiving assistance for an
employer family plan covering their colleagues. A less
fragmented approach that incorporates a broader
income range for premium assistance (incorporating
both SCHIP and Medicaid income ranges) would be
more equitable and broaden the eligible population con-
siderably. (See the article by Blumberg in this journal
issue for a discussion of the equity issues involved with
designing programs narrowly versus broadly.) Almost
three-quarters (73%) of uninsured children with access
to employer coverage are in families with incomes below
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250% of the FPL, but only one in eight (12.6%) are in
the income range from 200% to 249% of the FPL.Y”

wage or salary level than by the family’s total income
reladve to the FPL. Low-wage workers rarely have cov-
erage from their employers, while higher-wage workers
are very likely to have employer coverage, even if they
are part of a low-income family. For full-ime workers
with family incomes between 133% and 200% of the

Confusing Market Roles and Incentives
Whether or not a worker has access to employer cover-
age is determined more by the worker’s individual

Table 2

Standards Related to Premium Assistance for Employer Coverage under Medicaid and SCHIP

Issue Medicaid Health Insurance SCHIP Premium Assistance (PA) Waiver Possibilities under New
Premium Payment (HIPP) Federal Guidance (HIFA)2 -
Are applicants eligible Yes. No. For SCHIP, applicants must be  States could ask to use federal ,.:",i,
for premium assistance uninsured. For SCHIP premium matching funds to subsidize some E'
if they already have assistance, applicants must have applicants who are already E
employer coverage? been without employer coverage insured (within budget limits). ]
for six months. w
(=]
What is the minimum None. State must specify one. No mini- Federal requirement to specify E
employer contribution mum percentage is specified in some minimum can be waived. =
required to qualify for federal regulations, but in practice g
premium assistance? the federal government seems to (7]

Must states provide
supplemental coverage
for services not covered
by the employer plan?

Must states “fill in”
employer-plan cost-
sharing amounts that
exceed program rules?

Must premium assis-
tance be cost effective
{that is, cost less than
direct public coverage)?

Yes. Recipient must have access
to all Medicaid-covered services.
(Recipient can use traditional
Medicald fee-for-service card.)

Yes. Essentially, no cost sharing is
allowed for Medicaid recipients.

Yes. (Most states use HIPP only for
obviously high-cost cases. A few,
such as lowa, screen all recipients
with access to employer coverage.)

require no less than 30%—40%.

Yes, unless the employer plan
meets one of the SCHIP bench-
marks. (Harder to handle. Most
SCHIP programs have no fee-for-
service claims-payment capability.)

Yes. Must meet statutory SCHIP
limitations prohibiting any cost
sharing for well-child care and
limiting other cost sharing to 5%
of family income.

Yes. Costs can be compared on a
case-by-case basis or on an
aggregate basis for the total pre-
mium-assistance population.

Waiver guidance allows greater
flexibility on benefit requirements
for “optional” groups, so supple-
mental coverage is less likely to
be needed.

Allows greater flexibility. Only the
5-percent-of-income limit on cost
sharing for children remains.

Requirement is less strict. Aggre-
gate costs for all those covered
under premium assistance must not
be “significantly higher” than they
would be under a public program.

SHIFA refers to the Health Insurance Flexibility and Accountability Demonstration Initiative, announced by the federal Centers for Medicare and Medicaid Services in August 2001.

Source: Based on federal rules and regulations governing Medicald, H!IPP, and SCHIP premium-assistance programs (last updated June 25, 2001}, and the new HIFA

waiver guidance.

The Future of Children




(72)
=
=
=
-
wd
(=]
»n
wl
=
[
<
LiJ
oc
(=]

FPL, for example, only 48% of those earning less than
$15,000 per year have employer coverage, compared
with 83% of those earning between $30,000 and
$40,000 per year.'

These data suggest that states should consider individual
parents’ earnings in addition to total family income in
designing public-program policies, particularly for pro-
grams that cover parents in addition to children. Basing
contribution requirements for parents’ coverage at least
in part on individual earnings, for example, could help
prevent crowd-out." A parent’s wage level might also be
used as a screening tool to identfy children who are
more likely to have employer coverage available to them
and, therefore, to be candidates for premium assistance.

Difficulty in Achieving Cost-Effectiveness if Only
Children Are Eligible

Many states extend coverage above poverty only for
children, not their parents. For these states, premium
assistance is less likely to be a cost-effective alternative
to direct public coverage, particularly when both the
per-child public-program cost and employer contribu-
tions toward family coverage are reladvely low.?® To
date, states have authorized premium assistance only
when the family’s cost to enroll in its ecmployer’s plan
is less than the state’s cost to enroll the children and
any other cligible family members directly into a pub-
lic program. For example, after a thorough study,?

:
;
=
Q

Colorado decided not to proceed with premium assis-
tance under its SCHIP program for this reason.

An alternative approach may be possible. States could
offer to pay up to their public-program cost toward the
family’s employer-plan premium and give the family
the option of making up the difference out of its own
pocket. This option might be attractive to parents who
would prefer to have all family members enrolled in the
same health plan or who simply prefer their employer
plan to the public program. Recent revisions in federal
SCHIP regulations now permit such a choice.?2

Overcoming the Chatlenges:

Successful State Programs

The challenges that states face in implementing suc-
cessful premium-assistance programs are significant but
not insurmountable, as the programs in Iowa, Massa-
chusetts, and Rhode Island demonstrate. For example,
Iowa and Massachusetts both have large premium-
assistance programs. Iowa has more than 8,000 partic-
ipants,2* and Massachusetts has more than 10,000.2
Rhode Island is steadily adding enrollment to its
recently initiated RIte Share program and expects to
reach 5,000 enrollees by June 2003 (see Box 1).

Several key factors have contributed to the success of
the programs. Each of the three states requires appli-
cants to enroll in employer coverage for which they
are eligible, if that coverage is cost effective. Each has
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found ways to-deal with the difficult issue of wrap-
around coverage. And each tries to minimize the
administrative burden on employers.

Requiring Eligible Applicants to Enroll in

Employer Coverage

In order to require applicants to enroll in employer
coverage, states must first be able to identify which
applicants have employer coverage available to them.
Iowa solves this problem by requiring all employed
Medicaid applicants to obtain wage- and insurance-ver-
ification information from their employers as a condi-
tion of eligibility. If an applicant is found eligible, and
the employer offers health insurance, the local eligibil-
ity office forwards the employer information to the
central Health Insurance Premium Payment unit,
which follows up to obtain detailed information about
the benefits and costs of the employer plan. The cost-
effectiveness of “buying in” to the employer plan is
then determined by a computerized system. If buying
in is found to be cost effective, Medicaid participants
are directed to enroll in the employer plan at the next
opportunity. Participants pay their share of the premi-
um by payroll deduction, and the state sends them a
check for the same amount, on the same schedule.?®

Addressing Wraparound Coverage

In Jowa, Rhode Island, and Wisconsin, premium-assis-
tance participants continue to receive a traditional
Medicaid card, which allows them to access services
not covered by their employer plans. Under a federal
demonstration waiver,?> Massachusetts, which offers
premium assistance under both Medicaid and SCHIP,
uses a different approach. Rather than provide services
to supplement employer coverage, Massachusetts
requires that to qualify for premium assistance,

employer plans must cover a specified list of services,
called the Basic Benefit Level.?”

Minimizing the Administrative Burden

Successful premium-assistance programs minimize the
administrative burden on employers, particularly with
respect to subsidy administration. Rhode Island had little
success with its initial approach, which asked employers to
receive subsidy payments from the state and reduce the
payroll deduction for premium-assistance-cligible work-
ers. In the first year of operation, only about 275 individ-
uals were enrolled in premium assistance. After the state

The Future of Children
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decided, in early 2002, to make subsidy payments direct-
ly to families, rather than through their employers, 1,700
individuals were enrolled within six months.28

Implications of New Federal Waiver
Opportunities for Premium Assistance

States may find it easier to adopt and implement effec-
tive policies with new waiver guidance from the feder-
al government. In August 2001, the federal
government issued the Health Insurance Flexibility
and Accountability (HIFA) Demonstration Initiative,
which offered formal guidance about a potential new
use of demonstration waivers.?? Table 2 highlights the
ways in which HIFA waivers could ease federal require-
ments that often make implementing premium assis-
tance unnccessarily difficult. Primarily, these waivers
would allow greater flexibility in how benefit standards
and cost-sharing limitations are applied to employer
plans. Using HIFA, for example, a state could design
consistent policies across Medicaid and SCHIP income
boundaries while creating more elegant subsidy and
other policies that better fit the world of employment-
based family coverage.

Gonclusion

As the examples discussed in this article suggest, pre-
mium assistance toward employer-based family cover-
age could provide a sensible coverage source for many
low-income children, while helping assure that SCHIP
coverage complements the employer coverage system
for most non-poor children. Nonetheless, this
approach presents challenges. Early program experi-
ences indicate that while obstacles can be overcome,
incremental improvements to highly fragmented and
administratively burdensome approaches are unlikely
to cover many more children.

Alternatively, creative and responsible use of the kind
of flexibility offered by the HIFA waiver initiative has
the potential to work as a cost-effective coverage vehi-
cle for many children and their families. While balanc-
ing competing policy objectives will be difficult, in an
environment of budgetary constraints, increased use of
premium assistance can constructively link public and
employer benefits and help maximize the number of
children covered by health insurance.
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only relatively modest crowd-out of cmployer coverage. For a R T -
: . S ; wraparound coverage for SCHIP premium-assistance recipients.
review of this work, see Dubay, L. Expansion in public health - . o
) ;i To avoid the need for major system modifications that could
insurance and crowd out: What the evidence says. Menlo Park, CA: o .
H . Kaiser Family Foundation, October 1999 make such a proposition too expensive, the state would probably
enry J. Raiser Famlly Foundation, Cctober ’ have to g'ivc.: SCHIP premium-assistance rcc.ipicnts access to the

. Rhode Island Department of Human Services. Update: RlIte Care, full Mcd;caldhbcncﬁt package and cost-sharing protections. The
member cost sharing, RIte Share. Providence, RI: Hearing of the equity of such an arrangement might be questioned, because it
Joint Committee on Health Care Oversight, April 29, 2002. Slide would give premium-assistance recipients greater benefits than
presentation. Based on Medicaid Research and Evaluation Project; other SCHIP participants; but the Medicaid experience with
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16.

17.

18.

19.

20.

21.
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wraparound coverage suggests that this concern is more theoreti-
cal than practical. Political opposition to such an approach might
be hard to overcome, however, because opposition to expansion
of the Medicaid program was one of the major reasons behind
states choosing to implement separate SCHIP programs.

Chang, D. Maryland Children’s Health Premium Program: Premi-
um assistance challenges and opportunities. Philadelphia, PA: 15th
Annual State Health Policy Conference of the National Academy
for Stare Health Policy, Avugust 5, 2002. Slide presentation.

Institute for Health Policy Solutions. Unpublished analysis of the
1996 Medical Expenditure Panel Survey (full-year panel).

Neuschler, E., and Curtis, R. Individual workers’ wage levels, total
Sfamily income relative to poverty, and prevalence of employer cover-
age. Washington, DC: Institute for Health Policy Solutions,
August 2001, Figure 3.

The risk of crowd-out would be great if virtually free public cov-
erage were made available to applicants with low family incomes
but relatively high individual wages. Higher-wage workers are
very likely to already have employer coverage. For this reason,
taking individual parents’ wage levels into account, not just total
family income, could be a powerful tool in designing policies that
would effectively expand coverage of the uninsured rather than
simply substitute public coverage for existing employment-based
coverage. In particular, requiring a premium contribution (for
public-program coverage of an adult) that increased with wage
level would make people less likely to drop employer coverage or
switch jobs to qualify for publicly financed coverage. See
Neuschler, E., and Curtis, R. Expanding bealthy families to cover
parents: Isues and analyses related to employer coverage. Washing-
ton, DC: Institute for Health Policy Solutions, January 2001.

The cost-effectiveness of premium assistance is determined by
comparing the cost to enroll all family members in the employer
plan with the cost to enroll eligible family members in the public
program. Under an employer plan, covering only children is not
possible. Parents usually must pay for full family coverage in order
to cover their children. (Some plans allow workers to cover their
children without covering their spouses, for a lower premium, but
workers must always be covered.) The public-program cost, on
the other hand, varies directly with the number of eligible family
members (and, usually, with their ages and genders). If only the
children are eligible, the public-program cost will be lower than if
all family members are eligible, and, therefore, only employer
plans with lower contribution requirements for family coverage
will qualify for premium assistance.

Schulte, S., Yondorf, B., Howell, L., and Leif and Associates. Final
report of the Child Health Plan Plus employer buy-in feasibility study.
Denver, CO: Rose Community Foundation, December 2001.

22.

23.

24.

25.

26.

27.

28.
29.

Premium Assistance

The revised SCHIP regulations at 45 CFR 457.560 indicate that
states could treat premiums for family coverage as they do cover-
age of other family members, rather than counting them against
the out-of-pocket expenditure limit for children’s coverage.
Department of Health and Human Services, Health Care Financ-
ing Administration. State Child Health; Revisions to the Regula-
tions Implementing the State Children’s Health 1nsurance
Program; Final Rule. Federal Register (June 25, 2001), vol. 66,
no. 122, pp. 33810-24. See especially p. 33815. See also Federal
Centers for Medicare and Medicaid Services (formerly Health
Care Financing Administration). Health Insurance Flexibility and
Accountability Demonstration Initiative. August 2001. Available
online at http:/ /www.hcfa.gov/medicaid /hifa/default.hem.

See note 12. Total HIPP enroliment includes about 5,500 Medic-
aid eligibles and about 3,000 ineligible family members.

Waldman, B. Coverage goals and implementation experience. In
Effective coverage expansions for uninsured kids and their working
parents: Links 1o fob-based coverage. Washington, DC: Institute for
Health Policy Solutions, May 18, 2001. Total premium-assistance
enrollment includes about 6,000 program eligibles and more than
4,000 ineligible family members.

Sce note 12. As noted, however, Iowa has not implemented pre-
mium assistance under its separate SCHIP program because that
program has no mechanism to fill in employer-plan cost sharing
or to pay for SCHIP services not covered by the employer plan.

This waiver dates from the mid-1990s and was not issued pur-
suant to the new Health Insurance Flexibility and Accountability
Demonstration Initiative.

In early 2002, Massachusetts received federal approval to use
“secretary-approved coverage” as the “benchmark” for its premi-
um-assistance program, rather than the “largest commercial
HMO?” benchmark used for its regular SCHIP program. This
approval was granted on the basis that the narrower list of services
had previously been approved for use in premium assistance under
the state’s Medicaid demonstration waiver program. Prior to this
approval, children could receive premium assistance if their
employer plan equaled or exceeded the Basic Benefit Level. But if
their employer plan met the SCHIP benchmark (which very few
employer plans do), the state was allowed to claim the higher fed-
eral SCHIP matching rate. Massachusetts Division of Medical
Assistance. Personal communication with Colleen Murphy, assis-
tant general counsel, May 15, 2002.

See note 6, Leddy.

U.S. Department of Health and Human Services, Centers for
Medicare and Medicaid Services. Health Insurance Flexibility and
Accountability (HIEA) Demonstration Initiative. August 6, 2001.
Available online at http://www.cms.hhs.gov /hifa/hifagde.htm.
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Express Lane Eligibility

Dawn Homer, Wendy Lazarus, and Beth Morrow

Ithough great progress has been made in
providing health coverage to low-income
children, 9.2 million children remain unin-
sured. About 6.8 million of these children
are eligible for public health insurance coverage.! (See
the arricle by Holahan, Dubay, and Kenney in this jour-
nal issue.) Many of these uninsured children are enrolled
in other public programs for low-income families that
have eligibility requirements similar to those for public
health insurance programs (Medicaid and the State
Children’s Health Insurance Program, or SCHIP).2
Most low-income, uninsured children (63%, or 4.3 mil-
lion) are concentrated in families that receive benefits
through food stamps, the National School Lunch Pro-
gram, or the Special Supplemental Nutrition Program
for Women, Infants, and Children (WIC).? The school
lunch program alone reaches 3.7 million uninsured chil-
dren, representing more than one-half of all low-
income, uninsured children in the United States.!
Therefore, targeting outreach to and simplifying health
insurance enrollment for uninsured children enrolled in
other public programs is both logical and efficient.

Programs like food stamps, WIC, and school lunch
provide an obvious opporrunity to link low-income

Dawn Horner, M. A., is deputy dirvector of
The Children’s Partnership.

Wendy Lazarus, M.S.P.H., is founder and president of
The Children’s Partnership.

Beth Morrow, ].D., is an attorney for the National
Health Program at The Children’s Partnevship.
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children with health coverage. States could use eligibil-
ity information that families have provided to these
programs as a basis for enrolling children in public
health insurance coverage, but most states have no
such system in place. Instead, families usually must visit
multiple public agencies and submit duplicative infor-
mation to each.

This article describes some states’ creative strategies to
increase children’s enrollment in health insurance by
connecting Medicaid and SCHIP with other public
programs for low-income children and families. These
strategies, referred to as “express lane eligibility”
(ELE),’ have the potental to significantly increase the
number of low-income children with health insurance.
The article begins with an overview of how ELE
works, then assesses challenges facing ELE, and closes
by offering several recommendations for how states
can expand their use of ELE strategies.

Overview of ELE

States have used a variety of strategies to tackle the
problem of high rates of uninsurance among children
who participate in other public benefit programs.
These strategies include targeted outreach, streamlined
application processes, and automatic enrollment.

Targeted outreach uses other public programs as refer-
ral sources for finding, contacting, and providing appli-
cation assistance to uninsured children who are eligible
for Medicaid and SCHIP. This strategy has been used

" most widely with the school lunch program. The

income-eligibility threshold for school lunch is more
restrictive than that of most state public health insur-
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ance programs: To qualify for the school lunch pro-
gram, children must live in families with incomes at or
below 185% of the federal poverty level (FPL). There-
fore, children eligible for school lunch often prove eli-
gible for Medicaid or SCHIP as well. One example of
targeted outreach through the school lunch program
was recently implemented in Ohio (see Box 1).

The strategy of streamlining applications goes a step
further than targeted outreach by allowing the infor-
mation a family has already provided to another public
program to be used to evaluate a child’s eligibility for
Medicaid /SCHIP, or as a basis for recertification of eli-
gibility. For example, Vermont has implemented a
streamlining effort through WIC, and Los Angeles
County has implemented a similar initiative through
the food stamp program (see Box 2).

Beyond these two primary forms of ELE, the strategy
that has the greatest potential benefit for children is
automatic enrollment, which uses a child’s enrollment
in an income-comparable public program as a basis for
qualifying that child as income-eligible for Medicaid or
SCHIP. In California, for example, a new law will
enable schools to use information from school lunch
program applications to enroll children in the state’s
Medicaid program, a process that combines express

Express Lane Eligibility

lane and presumptive eligibility.® (See Box 3.) Also
called adjunctive eligibility, automatic enrollment is
already in place in other programs. For instance, since
1989, WIC agencies have been able to accept an appli-
cant’s documented participation in Medicaid, food
stamps, or Temporary Assistance for Needy Families
(TANF) as evidence of income eligibility for WIC.”
Automatic enrollment has not been widely used in
Medicaid and SCHIP, largely because it involves rec-
onciling eligibility criteria for different programs and is
therefore difficult to implement.® Thus, while valuable
progress has been made in streamlining enrollment
processes, many challenges remain.

Challenges to Implementing ELE Strategies

Although ELE offers the potential to find children and
enroll them in health insurance programs, inherent dif-
ficulties remain in coordinating enrollment across dif-
ferent programs. ELE will also vary from state to state,
depending on the state’s eligibility rules for health
insurance, policies concerning immigrants, level of
integration between Medicaid and SCHIP, technolog-
ical capacity, and ability to coordinate programs across
agencies. This section describes the barriers to creating
a more unified system across public programs and sug-
gests strategies for overcoming them.

Box 1

Targeted Outreach: Chio’s School Lunch Program

In 2001-2002, all Ohio public schools were required to include a
one-page health insurance addendum along with the school lunch
application sent to parents. The addendum asked families inter-
ested in obtaining free or low-cost health care to complete and
return the form with the schoo! lunch application. Schools then
sent these forms to the state, which mailed interested families an
application for Healthy Start, Healthy Families, the state’s Medic-
aid and SCHIP program. In Cincinnati, the public schools went fur-

ther, entering the information from the addendum into a database
that was then transferred to an outreach contractor for follow-up
and application assistance.

In the program’s first year (2001-2002), 47% of families who
requested applications received health insurance for their chil-
dren. Among the rest, 32% were already covered by public health
insurance, 11% were denied enrollment, and 7% did not complete
the process.

Source: Ohio Department of Job and Family Services and Ohio Family and Children First. ODJFS and OFCF school based outreach. Internal report. 2002.

The Future of Children

8

x)
=
m
>
=
<
m
%)
=]
=
[
=
=)
=
»




w
=
=
[
—]
T ]
o
w
[°%]
=
—
<
W
e
(%]

Horner, Lazarus, and Morrow

Box 2

Streamlined Application: Vermont’s WIC Program and Los Angeles County’s Food Stamp Program

Both the state of Vermont and Los Angeles County have sought to

streamline enrollment into public health insurance by using infor-
mation that families provide when they apply to other programs.

Vermont’s WIC Program

Vermont has coordinated its Special Supplemental Nutrition Pro-
gram for Women, Infants, and Children (WIC) and its health pro-

gram application and enroliment systems. WIC’s income-eligibility

guidelines (up to 185% of the FPL) are far below those of Ver-
mont’s heaith programs (up to 300% of the FPL).

An applicant to WIC or Medicaid/Dr. Dynasaur (Vermont's Medic-
aid and SCHIP programs) completes a single application and sub-
mits it to either program agency. The agency determines eligibility
for its program and forwards the application to the other agency
for review. Medicald/Dr. Dynasaur adopts WIC's income determi-

nation, although each case is reviewed to see if income needs to

be redetermined for health coverage purposes because of slight
differences in the Way such incomes are calcutated. The health
programs must also explore any outstanding issues beyond
income, such as citizenship, which the health insurance applica-
tion addresses, but the WIC processing team does not check. As a

result of this process, 97% of Vermont's children on WIC had
health insurance at the time of their most recent WIC visit.

Los Angeles County’s Food Stamp Program

In Los Angeles County, the Department of Public Social Services
(DPSS) recognized that the food stamp program was perhaps the
most straightforward way to get started with express lane eligi-
bility. The program has an income threshold comparable to most
states’ Medicaid programs, imposes strict eligibility rules, main-
tains curmrent data, and is usually administered by the same
agency or the same eligibility workers. DPSS implemented a sys-
tem to ensure that all children enrolled in the food stamp program
were also enrolled in Medi-Cal (Califomia's Medicaid program).
Staff conducted a computer search to locate all families with chil-
dren enrolled in food stamps but not Medi-Cal and sent them a
notice of potential eligibility. The notice included a card that the
family could sign and return, authorizing the county to access the
family's food stamp case file. DPSS then used the information and
documentation provided on the food stamp application, and
through any periodic reporting, to determine the child’s Medi-Cal
eligibility. More than 1,000 children were enrolled in Medi-Cal in
this manner.

Sources: Vermont Department of Health. Insurance status of WIC participants—alt district offices. Internal report. March 2002; Los Angeles County Department of Public
Social Services. Medi-Cal outreach to uninsured food stamp families. Internal report. May 9, 2000.

Eligibility Rules

Public benefit programs have different eligibility rules
pursuant to federal and/or state law. Where eligibility
rules differ across programs, states may have to develop a
system for following up with families to obtain addition-
al information or documentation needed for a Medicaid /
SCHIP determination. Alternatively, states may amend
Medicaid /SCHIP rules to make them expansive enough
to accept another program’s eligibility determination.

For instance, food stamp programs calculate income eli-
gibility based on household income, while Medicaid and

SCHIP base cligibility on family income, which poten-
tially incorporates fewer people and /or fewer incomes. A
state that wanted to use a food stamp application to make
a Medicaid determination could follow up as needed with
an applicant to determine which household members
were part of the applicant’s family. Taking compatibility
one step further, states that impose an assets test for
health coverage might consider eliminating it, thus mak-
ing the WIC or school lunch income determinations
more relevant to the health program determination
(since those programs impose no assets test).
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The Centers for Medicare and Medicaid Services allows
state Medicaid agencies to accept other programs’ deter-
minations, provided that those programs have rules for
determining eligibility (such as the income methodology
used to assess income) that are equally or more restrictive
than the rules in Medicaid.?

States’ comfort with automatic eligibility would be great-
ly enhanced by federal legislation that specifically author-
ized states to accept an income determination made by
other specified public program agencies, irrespective of

Express Lane Eligibility

differences in methodology (if doing so would not
adversely impact the error rate). Without federal express
lane legislation, automatic eligibility is possible through
creative planning, but its design is likely to be more
administratively complex and less cost effectve.

Immigration Requirements

Differences in program eligibility rules also pose chal-
lenges when it comes to serving noncitizen families.
Some public programs have less restrictive requirements
regarding immigrant status than do Medicaid and

Box 3

Automatic Enroliment: California’s School Lunch Program

In October 2001, California passed a law that combines automat-
ic express lane eligibility with a presumptive eligibility process,
allowing children to immediately receive Medi-Cal (California’s
Medicaid program) coverage, based on information from their
school lunch applications.?

In California, Medi-Cal for children ages one to five extends up to
133% of the FPL, and for older children to 100%, while free school
lunch eligibility extends up to 130% of the FPL. Approximately
69% of California’s low-income, uninsured children are in families
that participate in school lunch.®

To implement the new law, schools will modify school lunch appli-
cations, requesting parental consent to share the information on
the application with Medi-Cal, and gathering some additional
information, such as information on family relationships. Children
under age six who are eligible for free meals will be considered
“express eligible”—automatically determined to have met the
income requirements for Medi-Cal. The school or other designat-
ed entity will review applications of children age six and above
(who may have family incomes above Medi-Cal eligibility levels) to
determine family income, based on Medi-Cal’s household rules.

The school lunch program counts income for all members in the
household, while Medi-Cal’s rules are more limiting, so almost all
children age six and above will be easily certified as income-eli-
gible for Medi-Cal (express eligible).c

The schoot will transfer all applications with parental consent to
the county Medi-Cal office. The county will enroll express eligible
children into Medi-Cal and send each family a benefits card that
enables a child to access services while his or her application
undergoes further review. As part of the review process, the coun-
ty will have to follow up with most families to obtain additional
information, particularly immigration status, unless the informa-
tion is available through existing databases. Children who are not
eligible for express enroliment will also be contacted for addition-
al information for a Medi-Cal determination; however, they will not
receive benefits while their applications are being reviewed.

A number of school districts were prepared to implement express
enroliment in the summer of 2002, but budget shortfalls led the
governor to delay implementation until July 2003. School districts
and counties are currently planning to launch the program in the
2003 school year.

2 An act to amend Sections 49075, 49557, and 49558 of, and to add Section 49557.2 to, the Education Code, and to add Sections 10618.5 and 14005.41 to the Welfare
and Institutions Gode, relating fo human services. California Statutes and Amendments to the Code, chapter 894. 2001.

bUrban Institute. Uninsured children and program participation, California and the U.S., 1997-1999. Unpublished tabulations from the 1997 and 1999 National Survey of
America’s Families. 2002. “Low-income” refers to those with family incomes at or below 200% of the FPL.

cCalifornia Health and Human Services Agency and Department of Health Services. Internal documents. 2002,

9Interviews with schooi district staff, including staff at the Los Angeles Unified School District, the San Diego Unified Schoo! District, and the Fresno Unified School Dis-
trict, February 2003. Information on the status of implementation can be found at hitp://www.expresslaneca.info.
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SCHIP. For instance, federal law requires Medicaid and
SCHIP to establish the citzenship and immigration sta-
tus of applicants, but it does not require WIC and school
lunch to do so.'®

Working with immigrants regarding eligibility for public
programs requires extra sensitvity to their concerns
about being viewed as public charges. (See the article by
Lessard and Ku in this journal issue.) Therefore, any
administrative links between Medicaid /SCHIP and
other programs would need to respect the trust estab-
lished between families and other program agencies.
Families would need to consent to share the information
they provide to another public program and know that
they may be asked for additonal information, such as
immigration documents, to determine eligibility for
health insurance. Similarly, families would need reassur-
ance that their eligibility for the other program would not
be affected and that the information would be used only
to make a Medicaid /SCHIP determination. States
would also need to test forms and procedures with immi-
grants and monitor uptake of the public programs to
ensure minimal falloff in enrollment as a result of ELE.

Integration between SCHIP and Medicaid

The compatibility between public health programs them-
selves is as important as the compatibility between public
health and other public programs. States that opted for
separate SCHIP rather than Medicaid expansions must
address eligibility and administrative differences between
the two health programs as they design an ELE system.
Steps include: ensuring that information can easily be
transmitted between programs; designing procedures
that guarantee that Medicaid-eligible children are
enrolled in Medicaid rather than SCHIP; and developing
a system to ensure that the state receives enhanced feder-
al matching rates, where appropriate. Because of differ-
ences between programs, careful planning and strategy
development are key to any successful ELE project.

Technological Capacity

ELE can be most efficient across programs that have
compatible computer systems, and data can be trans-
ferred between agencies. Computers can be used to add
data to health care applications from other program
applications, or to dctermine Medicaid /SCHIP eligibili-
ty using data from other program applications. Most
states lack the technological infrastructure that allows
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information to be easily shared and enables automatic eli-
gibility determinations between programs.!!

Collaboration across Agencies and Programs
Express lane processes involve time and resource invest-
ment by non-Medicaid programs that are already operat-
ing at full capacity. To succeced, ELE requires that
agencies collaborate and locate resources to support
needed technological advances and personnel. Medicaid
and SCHIP administrative funds can finance much of this
work. But beyond funding, success hinges on non-Med-
icaid program staff understanding that this process is
valuable, and on making the process as simple and
rewarding as possible for all agencies involved.

For example, while families may know how to access
school lunch, they may not have much experience with
accessing and using health care systems, a problem that
can be exacerbated by cultural differences with regard to
health and health insurance. (See the article by Lessard
and Ku.) When school lunch and Medicaid agencies
work together, however, a family’s tes to school lunch
can smooth the way to enrolling children in public health
coverage and an appropriate medical home.

Next Steps for States

In assessing their opportunities for implementing express
lane eligibility, states should consider a number of factors.
More effective and efficient public health insurance pro-
grams for children are likely if states do the following:

D Review other program guidelines to determine which
are best aligned with the state’s existing Medicaid
and SCHIP guidelines.

D Choose programs operated by agencies that have a
good working relationship with the health care

231
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agency(ies) and preferably have or can develop the
capacity to share information electronically.

another program. This process would allow the child
to be presumed eligible for health insurance and
receive needed services while the state makes a final
eligibility determination (see the article by Klein in
this journal issue).

P Determine which programs enroll the largest propor-
tion of uninsured children, thus meriting the effort of
ELE. If this information is not available, examine the
rate of uninsurance among different age groups, and
choose programs that serve the least insured age
group (infants, preschoolers, or school-agers).

Conclusion

Although significant challenges remain to implement-
ing an express lane strategy, successful ELE strategies
offer the opportunity to enroll and retain millions of

P Where the state operates SCHIP separately, avoid
screening and enrollment problems by targeting ELE
to Medicaid-eligible children, if possible. uninsured children in public health programs, improve

administrative efficiencies, and simplify enrollment

processes. Longer term, ELE offers a first step toward

coordinating valuable public service programs that

P Assess whether it is most effective and feasible to
implement the program at a county/local level or at

a state level. . . . .
benefit low-income children, making it casier for chil-
» Consider using presumptive eligibility when a child is dren to access a range of services they need to improve

referred to a public health insurance program by their well-being and quality of life.
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Presumptive Eligibility

Rachel Klein

hen Congress established the State

Children’s Health Insurance Program

(SCHIP) in 1997, it also enacted pre-

sumptive eligibility, a new state option
for expediting children’s enroliment in Medicaid.! Pre-
sumptive eligibility helps states cover children more
quickly by allowing them to provide immediate, but
temporary, enrollment in Medicaid or SCHIP to chil-
dren who appear to meet program eligibility standards.
During a period of presumptive eligibility, children
have access to the full range of Medicaid- or SCHIP-
covered services (for whichever program they are pre-
sumed to be eligible), allowing them to receive needed
health care immediately rather than waiting for com-
pledon of a full eligibility determination. This approach
facilitates access to care for uninsured children and
contributes to state efforts to increase participation in
Medicaid and SCHIP.

This article provides an overview of presumptive eligi-
bility as a strategy for increasing participation in Med-
icaid and SCHIP. In addition to describing the process
of determining presumptve eligibility and its benefits
for children, the ‘article also examines some concerns
that have slowed the widespread adoption of presump-
tive eligibility to date. Finally, the article discusses pos-
sible solutions that will enable presumptive eligibility to
meet its potential to quickly cover eligible children and
increase the continuity of their care.

Rachel Klein, M.A., is a health policy analyst at
Families USA.

How Presumptive Eligibility Works

To expedite the process of enrolling eligible children in
public health programs, presumptive eligibility uses
two strategies: an expedited application process, and
community-based outreach and enrollment.

With presumptive eligibility, states can provide immedi-
ate coverage to children in families with gross incomes
below Medicaid or SCHIP eligibility levels, instead of
waiting for a full detcrmination of eligibility. To keep
coverage, families must be found eligible through the
regular application process by the end of the month fol-
lowing the initial application, or the temporary cover-
age will expire.? States receive federal matching funds
for the costs of covering children who are presumed eli-
gible: If the child is presumed eligible for Medicaid, the
state receives its regular federal match; if the child is pre-
sumed cligible for SCHIP, the state receives the higher
SCHIP federal match.? States receive the federal match
even if the child is later found to be ineligible.* In
December 2000, Congress enacted legislation that
changed these rules somewhat, giving states more
incentive to adopt presumptive eligibility in separate
SCHIP programs and making it easier for states to
coordinate Medicaid and SCHIP presumptive eligibili-
ty.® (See Box 1.)

Presumptive eligibility helps states move the enroll-
ment process into the community in a way that Med-
icaid rules would not otherwise permit. By allowing
states to empower health care providers, certain com-
munity-based organizations that serve low-income
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Box 1

Presumptive Eligibility

Increased Incentives for Financing Presumptive Eligibility

The financing of presumptive eligibility for children depends on how
states choose to implement the program: States can choose to
operate presumptive eligibility in Medicaid, SCHIP, or in both pro-
grams, Prior to the passage of the Benefits Improvement and Pro-
tection Act of 2000 (BIPA) in December 2000, states had more
incentive to adopt presumptive eligibility in Medicaid than in SCHIP.
Now, however, that incentive may have shifted because the funding
mechanisms for presumptive eligibility were revised under the Act.

Prior to passage of BIPA, states assumed somewhat more risk
in adopting presumptive eligibility in SCHIP than in Medicaid.
In Medicaid, federal financial participation at the regular Medicaid
matching rate is guaranteed for children presumed eligible, even
if they are ultimately determined ineligible for Medicaid. In addi-
tion, Medicaid eligibility can begin as many as three months prior
to the date of an application for Medicaid if the child would have
been eligible during that time and had incurred medical bills, so
presumptive eligibility may not add to the cost of delivering care
to children who are sick or have a chronic condition. In SCHIP, the
federal government would pay the enhanced SCHIP matching rate
if the child was ultimately determined eligible for SCHIP. However,
if a child was presumed eligible for SCHIP but determined eligible
for Medicaid, the state would receive only the regular Medicaid
match rate for services delivered to that child. Moreover, if a child
presumed eligible for SCHIP was ultimately determined ineligible
for either Medicaid or SCHIP, expenses were considered “direct

Source: Benefits Improvement and Protection Act of 2000 (PL 106-554).

health services” and charged to states’ limited administrative and
outreach funds.* Thus, with SCHIP presumptive eligibility, states
could not know how much to expect from the federal government
until each eligibility determination was complete, and they were
unable to judge what expenses were likely to be charged as a
“direct service” under SCHIP, leaving fewer administrative and
outreach funds than they had planned.

With the passage of BIPA, the financing issues that dissuaded
states from adopting presumptive eligibility in SCHIP have been
addressed. States may now have more incentive to implement
presumptive eligibility in SCHIP than in Medicaid: Provisions adopt-
ed in BIPA clarified that services delivered during a presumptive
eligibility period will be charged to the states’ regular SCHIP funds
and not the restricted administration and outreach portion of the
block grant. Further, federal regulations clarify that states will be
reimbursed at the enhanced SCHIP match rate for services deliv-
ered to children who are presumed eligible for SCHIP, regardless of
the outcome of the full eligibility determination. Likewise, states
will receive the regular Medicaid match for children presumed eli-
gible for Medicaid regardless of the outcome of the full eligibility
determination.” Presumptive eligibility now can save the states
money by increasing the federal government’s contribution toward
its cost: The government will reimburse states at the higher SCHIP
rate for children who are initially presumed eligible for SCHIP but
fater found eligible for Medicaid.®

aStates may spend up to 10% of their total annual SCHIP expenditures on administration, outreach, and “direct services"” to children.
bStates that expanded Medicaid instead of establishing a separate SCHIP program will receive the enhanced match for children determined eligible as part of the expan-

sion group and not “regular” Medicaid.

The “enhanced match” for SCHIP is the lower of 70% of the regular Medicaid match rate plus 30 percentage points or 85%. The tederal government pays from 65% to
83% of the cost of providing coverage to children in FY 2002, while the Medicaid match rate is 50% to 75%.

children, schools, and certain government agencies to
make presumptive eligibility determinations, presump-
tive eligibility helps connect outreach to enrollment.
Box 2 provides an overview of entities that states can
authorize to determine presumptive eligibility. Many of

these entities are already engaged in efforts to find and
help eligible children enroll in Medicaid and SCHIP.
Presumptive eligibility allows them to take the next
step of actually enrolling children on an immediate but
temporary basis.
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States have discretion to decide which of the approved
entities they will authorize to make presumptive eligibil-
ity determinations and how many individual qualified
entities will be certified. New Mexico, for example, has
trained and certified more than 1,100 individuals in local
health departments, the Indian Health Service, Head
Start programs, several school systems, and the Division
of Children and Families (which approves child care sub-
sidy applications).® New Jersey, by contrast, limits the
definiton of qualified entties to hospital-based clinics,
federally qualified hecalth centers, and local health
departments delivering primary health care services.

In order for presumptive eligibility to work efficiently,
the state should ensure that qualified entities have the
capacity to handle presumptive eligibility determinations
and that the individuals making presumptve eligibility
decisions are knowledgeable about Medicaid and

SCHIP eligibility rules and the application process. In
addition to training, ongoing coordination between the
state Medicaid/SCHIP agency and qualified entities is
key to ensuring that staff at qualified entity organizations
are kept abreast of eligibility policy changes and that new
staff joining a qualified entity undergo training. The
capacity of a qualified entity to conduct presumptive eli-
gibility determinations is important because the most
successful presumptve eligibility programs are those that
conduct intensive follow-up with families to gather the
documentation that the Medicaid or SCHIP agency
requires to complete the application process. If a state
has streamlined the application process by eliminating
documentation requirements, however, it may not need
to conduct as much follow-up with families. For a
description of the process for presumptively enrolling
children in Medicaid and SCHIP, see Figure 1.

Box 2

Entities Qualified to Determine Presumptive Eligibility

D Medicaid providers

D Primary or secondary schools

D Agencies administering Medicaid, SCHIP, or Temporary Assistance for Needy Families (TANF)

D Agencies that determine eligibility for Head Start

D Agencies that determine eligibility for the Special Supplemental Nutrition Program for Women, Infants, and Children (WIC)

D Agencies that determine eligibility for the Child Care and Development Fund

D Child support enforcement agencies

D Agencies that determine eligibility for federal housing assistance programs

» Organizations that provide emergency food and shelter under a grant from the Stewart B. McKinney Homeless Assistance Act

D Any other entity a state chooses, if approved by the Secretary of Health and Human Services

Source: Section 1920A of the Social Security Act, 42 U.S.C. 1396r-1a.
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Presumptive Eligibility

.
Figure 1

Presumptive Eligibility Enroliment Process

STEP 1. A family

seeks assistance

from a “qualified Do the children in the family No
sntity.” (See Box 2)) need health insurance?

Yes

Is the family’s income

below the eligibility level No
for coverage?
(]
[ 2]
-
g o
=
The children are designated as “presumed eligible” and receive immediate, =
temporary coverage.? The children may obtain health services immediately, as m
needed.” The state pays medical expenses during the temporary coverage w
period and receives federal matching funds for services covered.® The quali- 2
fied entity then provides the family proof of temporary coverage and notifies [
the Medicaid/SCHIP agency of its decision within five working days. =
(=)
—
STEP 2. The state »
determines whether
the family meets the Did the family complete the No
efigibility criteria, application, if required?
= - Eligibility
Slgg ends at the end
g1=g of the temporary
e« coverage
Did the family meet the No period.

eligibility criteria?

Yes

\
The children are enrolled
in Medicaid or SCHIP.

Children may be presumed eligible for a period of up to 60 days or unti) a “regular” eligibility determination is made by the state.

®When children who are presumed eligible have an immediate health nged, workers can help their families schedule an appointment with any Medicald/SCHIP health care
provider. If the entity making the presumptive eliglbility determination [s a health care provider, that pravider can immediately deliver care and the state will relmburse for the
services provided.

Even if the child is ultimately found ineligible, medical expenses incurred dusing the presumptive eligibility peried will be covered, and the state will receive its federal match- .-
ing funds for those expenses.

Saurce: Adapted from federal law and regulations (Section 1920A of the Social Security Act).
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Benefits of Presumptive Eligibility
for Children

Presumptive eligibility offers several benefits for children
and for states administering the program. It can be an
effective way to improve outreach, access to care, and
enrollment in children’s health coverage programs,
whether through Medicaid or SCHIP.

Outreach
Presumptive eligibility bridges the gap between outreach

and enrollment. It allows states to bring the enrollment -

process into the community, where qualified entities can
engage in outreach, and families can both learn about
children’s health insurance and receive coverage from a
known and accessible source.

Community settings may provide convenient and famil-
iar sites for families to learn about health coverage
optons for their children. In a 1999 national survey,
more than one-half of low-income families of uninsured
children reported that the ability to enroll immediately
and provide forms later, combined with the opportunity
to enroll at a doctor’s office or clinic, would make them
“much more likely” to enroll their children in Medicaid.”
Besides being convenient to famibies, presumptive eligi-
bility offers qualified entities an added incentive to

engage in outreach to their patients and clients, many of
whom are likely to be eligible for children’s health cover-
age. Entities that are providers know they will be paid for
their services and have the opportunity to provide follow-
up care to children who need it. Other entties, such as
schools, Head Start agencies, and Child Care and Devel-
opment Funds can use the presumptive eligibility process
to help children receive immunizations, eycglasses, den-
tal care, or physicals, improving the health of the children
they already serve.

Access to Care

Presumptive eligibility can make health care services avail-
able much more quickly than is possible under the regu-
lar eligibility determination process. For example,
qualified entities can make presumptive eligibility deter-
minations on the same day a family applies. If entities are
medical providers, they can provide care immediately.
Other endties can help families get appointments with
providers. In contrast, Medicaid and SCHIP rules allow
states to take up to 45 days from the date of application
to determine eligibility® Some states have successfully
expedited their application-processing times by simplify-
ing applications and reducing documentation require-
ments,” but children may suall face long application
periods when agencies receive a high volume of applica-
tons. Additionally, while Medicaid coverage begins as
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Presumptive Eligibility

Ensuring quick access to services prevents health problems from

worsening and enhances continuity and coordination of care.

soon as the determination is made, in separate children’s
health plans, coverage typically does not begin untl the
first of the following month.!® Therefore, a child found
cligible on March 10, for example, will likely have to wait
until April 1 for coverage to begin. A 2000 survey of fam-
ilies with children newly enrolled in the Florida KidCare
program found that 3 out of 10 families faced applica-
tion-processing times of more than two months.!' One-
fifth of the families reported a delay in seeking medical
care for financial reasons while awaiting coverage. Almost
one-half of the families who did get medical care for their
children while awaiting; coverage paid more than $50.

Ensuring quick access to services prevents health prob-
lems from worsening and enhances continuity and coor-
dination of care. For instance, families may be reluctant
to seek care without knowing that a pending application
will eventually be approved to cover the bill, even though
delayed care can ‘sometimes mean more serious and
expensive intervention later.!? If a family does seek care, a
child with a pending Medicaid /SCHIP application may
be unable to find a provider who will deliver care, except
in an emergency. Finally, immediate access can enhance
coordination of care. For example, a health clinic can
schedule follow-up care, a Head Start program or school
can arrange for immunizations, a nutriion program can
arrange treatment for an infant with baby-botte tooth
decay, and a child care eligibility site can offer benefits to
families on its waiting list.!?

Enroliment

Presumptive eligibility incorporates lessons learned
from other efforts to increase children’s enrollment in
Medicaid and SCHIP. One lesson is that families are
more likely to enroll if the process is simple and easy.!
Another is that families are more likely to complete the
enrollment process if they receive assurance that they
are cligible and help in understanding the benefits of
health coverage.!® In addition, more families enroll
when they can do so at a convenient location.!¢ Pre-
sumptive eligibility can take advantage of these lessons
by adding entry points and streamlining the process of
applying for health coverage by piggybacking Medicaid
or SCHIP applications with assistance from other social
service programs. For instance, presumptive eligibility

could be used in conjunction with express lane eligibil-
ity (ELE), allowing a determination to be based on
information provided on an applicaton for another
assistance program, such as the Natdonal School Lunch
Program. (See the article by Horner, Lazarus, and Mor-
row on ELFE in this journal issue.)

Presumptive eligibility can also help streamline the enroll-
ment process in states that have separate eligibility deter-
minations for Medicaid and SCHIP. If a child applies for
SCHIP but is found during the “screen and enroll”
process to be eligible for Medicaid, the state agency could
presume the child eligible for Medicaid while the appli-
cation is reviewed. Likewise, a family that applies for
Medicaid but is found to have too much income could
be presumed eligible for SCHIP while the application is
pending. A state could also use this mechanism at renew-
al to help children maintain coverage through changes in
circumstances that shift their eligibility from SCHIP to
Medicaid or vice versa. (See the article by Cohen Ross
and Hill in this journal issue for a more complete discus-
sion of outreach and enrollment.)

Concerns Regarding Presumptive Eligibility

Despite its benefits, presumptive eligibility has not been
widely adopted. Table 1 shows that, as of May 2002, only
nine states have authorized presumptive eligibility for
children in their Medicaid programs, and only five states
have authorized it in their SCHIP programs. Reasons for
states’ reluctance to adopt presumptive eligibility include
concerns about cost implicatons and questions about
whether presumptive eligibility is necessary when states
have simplified the application and enrollment process.

Cost Implications

In this era of budget shortfalls, states may be wary of pro-
posals that carry new cost implications. Presumptive eli-
gibility, like any outreach and enrollment innovation,
carries both administrative costs (for example, training
qualified entities and processing applications) and pro-
grammatic costs (such as delivering health services during
a presumptive eligibility perod). In addidon, some state
officials have expressed concern that presumptive eligibil-
ity would put states at risk of providing expensive health
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Table 1

States That Have Adopted Presumptive
Eligibility for Children as of August 2002

Presumptive Eligibility Presumptive Eligibility

in Medicaid in SCHIP
Connecticut Massachusetts
Florida® Michigan®
Massachusetts Mississippi®
Mississippi? New Jersey
Missouri® New York
Nebraska

New Hampshire

New Jersey

New Mexico

New York®

These states have adopted but not implemented presumptive eligibility as of
August 2002.

Source: Information collected by Families USA based on SCHIP plans submitted to
the U.S. Department of Health and Human Services, and conversations with state
Medicaid and SCHIP officials, 2000~2002.

care services to children who are not actually eligible
for—or do not enroll in—health coverage.

Anecdotal evidence suggests that states that have imple-
mented presumptive eligibility have found that, with
proper follow-up on the part of qualified entities, most
families are successfully enrolled in Medicaid or SCHIP
following a presumptve eligibility determination.”” For
example, in Fiscal Year 2001, Nebraska had a 76%
approval rate for ongoing coverage of children presumed
eligible for Kids Connection, the state’s Medicaid expan-
sion program for children.'® One of the largest qualified
entities in the state reported an approval rate of 86%."* To
encourage families to follow through with the enrollment
process, states have generally limited the number of times
a child can be presumed eligible to once every 12
months. A high approval and enroliment rate for pre-
sumptive eligibility applications indicates that states are
generally providing care only to children who are, in fact,
eligible for Medicaid or SCHIP.

In addition, available evidence appears to indicate that
children who are presumptvely enrolled do not have
significantly more expensive health care needs than chil-
dren who are enrolled through the regular applicadon
process. For example, in an average month in Fiscal Year
2001, Nebraska served 315 children through presump-
tve eligibility at a cost of $172.23 each, which was near-
ly identical to the cost of coverage for a child enrolled
regularly in Kids Connection.?® Furthermore, preventve
care or treatment provided to a child during the pre-
sumptve eligibility period may save a state the cost of
more expensive treatment later on, for a condition left
untreated during the wait for enrollment in ongoing
coverage. States that have adopted presumptive eligibili-
ty tend to agree that the benefits and cost savings
achieved through addressing health care needs up front
have outweighed the administrative burden of establish-
ing a presumptive eligibility program.?

The Need for Presumptive Eligibility

Another concern is that simplified application processes
and retroactive Medicaid coverage for children make pre-
sumptve cligibility unnecessary.?? In fact, states have
made it significantly easier to apply for children’s cover-
age under Medicaid and SCHIP.?® But presumptive eligi-
bility is still useful for increasing access to coverage.
Despite simplificd applicadons, application-processing
times may vary considerably, between Medicaid and
SCHIP programs across counties, or at times when
demand increases, such as when children go back to
school in the fall. > Presumptive eligibility could help ease
those disparities. Moreover, although Medicaid has
retroactive coverage, states generally have no comparable
provision for retroactive SCHIP coverage,? and families
may have difficulty getting health care services without
proof of insurance. Even if an applicaton is processed
very quickly, there may still be a lag time before a child is
covered and able to receive services.

Conclusion

Presumptive eligibility for children has the potendal to
offer affordable health care to more children and to
increase continuity of care and follow-up services.
Enabling health care providers and certain community-
based organizations to enroll children immediately, while
a regular applicadon is pending, holds promise as a strate-
gy for improved outreach, access to care, and enroliment.
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Universal Health Care for Children:
Two Local Initiatives

Liane A. Wong

ver the past decade, expansions under
Medicaid and the State Children’s Health
Insurance Program (SCHIP) have brought
a significant infusion of federal dollars into
state and county health systems and have produced a
variety of state-level programs. Yet, the expansion of
public health insurance programs at the state level has
had mixed success in providing coverage and improving
access to care for children.! In some cases, states have
fallen short of their enrollment projections because of
barriers such as some children remaining ineligible for
coverage? or families finding programs difficult to access.

In response to these barriers, counties and local com-
munities have increasingly emerged as “hubs of innova-
tion” by using creative strategies to make insurance
coverage and access to care available to children who do
not meet the state eligibility criteria. This article
describes the programs of two counties that have
attempted to expand access to care for children: the
Children’s Health Inidative in Santa Clara County, Cal-
ifornia; and the Kids Get Care program in King Coun-
ty, Washington. The Santa Clara County Children’s
Health Initative (CHI) adopted an insurance expan-
sion model through its local initiative health plan, while
the King County Kids Get Care (KGC) program is a
service coordination model that directly links families to

Liane A. Wong, DrP.H., M.P.H., is a project divector
at the Institute for Health Policy Solutions and direc-
tor of the Child and Family Coverage Technical Assis-
tance Center.

community-based “medical homes.”? The article begins
by describing these two county-level programs and
comparing the approach each has taken, then draws on
these experiences to outline important elements for
counties that want to create universal health care for
children and families: committed leadership, health sys-
tems infrastructure, multiple financing sources, and
community support.

Two Models for Improving Children’s
Health Care Access in a Patchwork System

The Santa Clara County and King County initiatives
were selected for study in this article for a variety of rea-
sons. First and foremost, they took differing approach-
es to improving children’s access to care, and the
programs are at least 12 months into their implemen-
tation. In addidon, both counties are home to highly
diverse populations and have publicly financed delivery
systems with the capacity to support activities proposed
under each initiative. Finally, each county also has a
major city with a moderate to high concentration of
uninsured children—the city of San Jose in Santa Clara
County and the city of Seattle in King County.

The counties are using two different approaches to
move toward universal health care for children in oth-
erwise patchwork health systems. The Santa Clara
County CHI is a health insurance expansion with a
focus on integrating funding and service delivery, while
the King County KGC program is a services-based ini-
tiative that directly links the child to a community-

.
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based, integrated continuum of care. This section pro-
vides a more detailed description of the two counties
and their children’s health initiatives.

The Santa Clara County Children’s Health Initiative

Located at the southern end of the San Francisco Bay
Area, Santa Clara County is home to 1,736,722 resi-
dents; about 462,000 of them are under age 18.*
Approximately 925,000 of the county’s residents live in
San Jose, the biggest and most populous city in the
county. The county has also witnessed tremendous
growth in its racial and ethnic populations. Latinos cur-
rently comprise about 25% of the county’s population,
Asians and Pacific Islanders 20%, and African Americans
about 4%. Santa Clara County, home to the original Sil-
icon Valley and the high-tech industry, has been
described as having an hourglass-shaped economy.
While Santa Clara is a relatively affluent county with a
large number of families earning above the national
median household income,’ many low- and moderate-
income families struggle with escalating housing costs

The Future of Children
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and the basic costs of living, including the cost of health
insurance. In 2001, about 147,000 residents, or about
10% of the county’s non-elderly population, were unin-
sured.” The most widely cited estimates indicate that
15% of the county’s children (approximately 71,000)
lack health insurance coverage.® Approximately 20% of
the county’s children are in families with incomes up to
300% of the federal poverty level (FPL).°

The Santa Clara County CHI is an insurance coverage
expansion created through a unique public-private part-
nership involving county and city governing bodies, the
local health and hospital system and social ‘services
agency, labor-affiliated and faith-based organizations,
and private foundations. It seeks to provide health
insurance coverage to all children in the county with
family incomes up to 300% of the FPL.

The community advocacy groups (Working Partner-
ships USA, a labor-affiliated organization, and the faith-
based People Acting in Community Together)
mobilized their constituents and placed the issue of uni-
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Counties and local communities...[are]...using creative strategies
to make insurance coverage and access to care available to
children who do not meet the state eligibility criteria.

versal coverage for children on the local policy agenda.
In 2000, health system leaders and community activists
convened to initiate discussions on the need for broad-
scale change to address the county’s growing uninsured
population. These meetings led to a series of hearings
with county and city governing bodies, culminating in
the allocation of several million dollars annually from
public and private funding sources to the CHIL.

Launched in January 2001, the CHI aims to provide
comprehensive health, dental, and vision coverage to all
children in the county under age 18 whose family
incomes are at or below 300% of the FPL., or $52,950
a year for a family of four in 2002. (See Table 1.) To
accomplish this goal, the initative created a subsidized,
private insurance program called Healthy Kids for low-
income, uninsured children who do not qualify for
Medicaid or SCHIP. The program also created a “sin-
gle point of entry” model for enrolling children, where-
by an entire family can enroll in health coverage
through the CHI. The Healthy Kids program ofters
comprehensive health, dental, and vision benefits that
are managed through the county’s local Medicaid man-
aged care plan, the Santa Clara Family Health Plan. In
turn, the plan coordinates with the county’s ambulato-
ry faciliies and affiliated community health centers to
provide preventive and primary care services. Enrollees
requiring specialty care or hospitalization are referred to
one of seven local hospitals. The plan also contracts
with private physicians throughout the county for pri-
mary and preventive services. By using coordinated out-
reach and enrollment through county district offices,
health centers, and community-based organizations,
the CHI enrolled more than 10,900 children in
Healthy Kids by August 2002.1

The King County Kids Get Care Program

King County is the largest county in the state of Wash-
ington, with a total population of 1,737,034, of which
nearly 400,000 are children (ages 0 to 17).!! In 2000,
about 9% of these children, or about 35,000, were unin-
sured, and more than 100,000 were estimated as under-
insured.!? The city of Seattle is a major metropolitan area

and is home to more than 560,000 of the county’s resi-
dents.'® In recent years, King County has experienced a
13% increase in its total population and a 15% increase in
ethnic minority residents. Census 2000 data indicate
that approximately 27% of the county’s children belong
to an ethnic minority group, and 21% are in families with
incomes below 250% of the FPL.1* The KGC program
targets its activities in the three geographic areas with the
highest number of children in this income category:
Seattle’s Central Area, East King County, and South
King County.

The KGC program emerged in the wake of the state’s
failed attempt at health care reform, coupled with rising
concerns about families” confusion in navigating among
several public programs, including the state’s Basic
Health Plan.!® The KGC program focused on strategies
to connect the county’s children to medical homes, in
response to the fact that many were not accessing serv-
ices, although a relatively high percentage of them had
health insurance coverage.!® The benefits of a medical
home, which can be a physician’s office, hospital outpa-
dent clinic, community health clinic, or school-based
clinic, are improved health outcomes through continu-
ity of care with a known and trusted provider.!?
Nonetheless, program sponsors estimate that nearly
70,000 children in the three geographic regions lack a
medical home.

In 2001, the program was developed by a coalition of
30 organizations called the King County Health Action
Plan. (See Table 1.) The program was conceptualized in
two phases. In the initial phase of the program, net-
works were created to directly link child care providers
and children’s programs to community-based health
centers in South, Central, and East King County.!8
Providers were trained through the KGC program to
screen children for developmental, oral, and behavioral
health conditions. Children and families then are con-
nected to the nearest participating safety net clinic
(“hub site”) for appropriate services and assistance with
enrollment in public programs. Children with special
health needs received referrals to specialty care.
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Table 1

Universal Health Care for Children

Key Features of Two County Initiatives to Reach Uninsured Children

Santa Clara Children’s Health Initiative,
Santa Clara County, Galifornia

Kids Get Care Program,
King County, Washington

Implementation
Launched

Services

Cost Sharing

Eligibility

Financing

Key Partners

Number of
Children Served

The Future of Children

January 2001

Outpatient primary and specialty care; inpatient care;
emergency, dental, pharmacy, vision, mental healith,
and preventive care services

Monthly premiums are set between four dollars to
six dollars per child, depending on family income,
with five dollars co-payments for office visits, pre-
scription drugs, outpatient mental health visits, and
physical therapy

Children ages 0 through 18 with family incomes less
than 300% of the FPL, regardiess of immigration status

$11 million to $12 million annually: $3 million from the
county’s share of the National Tobacco Settlement, $2
million from the Children and Families First Commis-
sion, $1.2 million from the city of San Jose, $1 million
from the Santa Clara Family Health Pan, and $4 mil-
lion from private foundations

Santa Clara Valley Health and Hospital System
Santa Clara Social Services Agency

Santa Clara Family Health Plan

Working Partnerships USA

People Acting in Community Together

Santa Clara Board of Supervisors

City of San Jose

Community Health Partnership

The Health Trust

The David and Lucile Packard Foundation

10,900 children enrolled

244

September 2001

Comprehensive primary care and referral to specialty
care, with an emphasis on integrated, preventive oral,
physical, and developmental services. Community-
based risk assessment, screening, linkages, and
provider training

Cost sharing varies depending on the program and the
clinic. There is no cost sharing for Medicaid, and the
Basic Health Plan’s monthly premium varies. Each hub
site has a sliding fee scale for children who are ineli-
gible for public programs

Children ages 0 through 18, regardless of insurance
and immigration status; first-year emphasis on birth
through age 5

$989,170 first-year funding from the HRSA Community
Access Program, $240,000 from the city of Seattle,
and $113,700 for the first of three possible years from
the Washington Dental Service Foundation to expand
its oral health component

King County Health Action Pian

Public Health-Seattle and King County
Washington Health Foundation

Washington Dental Service Foundation
Community Health Centers of King County
Central Area Health Care Center

Children’s Hospital and Regional Medical Center
City of Seattle

Harborview Medical Center

18,000 children screened and 3,000 children
connected to a medical home
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Through this process, parents were encouraged and
assisted in establishing a health care home for their
children, and the KGC program offered subsidized
services for children who were ineligible for public cov-
erage. The program sought to connect approximately
3,000 children to medical homes through the KGC
pilot in the first year of the project, and an additional
4,000 in the second year.!” By August 2002, the KGC
program had screened 18,000 children and connected
3,000 to one of three designated safety net clinics.?

During the second phase of the program, which began
in July 2002; the KGC program will enhance efforts
for early detection of children’s mental health needs
and expand the oral health component to an addi-
tional 7 sites in King County, with the goal of offering
the entire program at 10 safety net clinics by 2004.2!

Program Similarities and Differences

The CHI and KGC programs share a number of fea-
tures, such as a vision of expanding access to care for all
children in their geographic areas, a reliance on existing
safety net providers, and a foundadon built from pub-
lic-private collaboration. Both programs aim to provide
health care access by expanding existing infrastructure,
and each is connected to a public entity: Yet, differences
between the programs emerge in their methods of
financing, scope of services, and enrollment systems.

Financing and Costs

The two programs relied on different funding sources
for their initiatives, which had implications for the
time needed to implement the programs.

The Santa Clara initiative began when local con-
stituencies mobilized to secure public funding for
the cost of Healthy Kids premiums through the
county of Santa Clara, the city of San Jose, and the
county Children and Families First Commission, and
then pursued private foundation and corporate fund-
ing.22 Program developers continue to seek addition-
al private funding through corporate employee
match programs.?®

Funding for the KGC program was launched prima-
rily through a federal grant from the Health
Resources and Services Administration (HRSA) and

Seattle & King County
KIDS GET CARE PROGRAM

© Mitchell Cohen, Prairie Digital

private foundation support. To date, most of the chil-
dren receiving care through the KGC program are
eligible for—or have insurance through—existing
public programs but do not have a medical home.

The Santa Clara County CHI differed from the KGC
program in its experience of building political
momentum, developing its program structure, and
expanding its core support with county and city
tobacco settlement dollars. The convergence of these
events led to a very short “ramp up” period—about 6
months—between the program’s design and imple-
mentation phases. King County, however, was unable
to pursue tobacco settlement dollars, as the state con-
trols the allocation of these resources and had already
earmarked these dollars for the Basic Health Plan.
Instead, the architects of the program developed their
program over a 12-month period with the assump-
tion that it would need to be supported almost
entrely through public and private funding sources.

Scope of Services

The scope of services offered by the CHI and the KGC
programs varies significantly because of the different
approach each took to expanding children’s access to
care. The KGC program follows an enhanced service-
delivery model by providing comprehensive primary
care and referrals to secondary and tertiary care
through its safety-net-clinic hub sites. The program
also emphasizes integrated preventive services, includ-
ing oral and developmental health screenings for
enrollees. The first year of HRSA funding was used to

Volume 13, Number 1

45



establish the screening and referral networks, enhance
case management, and subsidize comprehensive pre-
ventive services. The long-term goal for the program is
to link all children in King County to a medical home.

In contrast, the CHI approach follows an insurance
coverage model by providing and marketng to all chil-
dren in lower-income families a comprehensive benefit
package comparable to the SCHIP program. These
services include outpatient primary and specialty care;
inpatient care; and emergency, pharmacy, dental,
vision, mental health, and preventive care services.

Enroliment Systems

In an effort to streamline enrollment processes, both
programs are working to create paperless, computer-
or Web-based enrollment systems. In addition, King
County is taking the next step by trying to create a sys-
tem that allows families to simultaneously apply for a
number of public benefits for their children.

The KGC program used some of its first-year funds to
link to a management information system that coordi-
nates and enhances cxisting Web-based programs
being piloted in Seattle and other parts of the state.
The new system brings together Web-based eligibility-
determination tools developed by the state Depart-
ment of Social and Health Services. These technologies
enable application workers to assess children’s prelimi-
nary eligibility for a range of public benefits, including
Medicaid, SCHIP, food stamps, housing assistance,
child care, and the earned income tax credit. Although
the system is still being refined, the average turnaround
time for enrollment has been reduced from 28 to 14
days.2* However, state and local deficits in 2002 and
2003 may jeopardize the continuity of this system.

In Santa Clara County, plans are also underway to use a
Web-based application and eligibility-determination pro-
gram called Health-e-App,” a paperiess system that would
allow for real-ume eligibility determination. This technol-
ogy also allows state-certified application workers to help
families apply for public health insurance programs.

As in King County, plans are underway for a few coun-
des to adapt the Health-e-App program to facilitate
screening and eligibility determination for families in
other public programs.

Universal Health Care for Children

What Does It Take to Innovate?

Based on the experiences of these two programs, three
elements seem crucial to moving toward a universal
health care program for children—bringing together
committed leadership and infrastructure, generating
diverse community support, and leveraging public and
private funding sources.

Bringing Together Committed Leadership

and Infrastructure

Both counties have a safety net infrastructure with a
public hospital, a network of community health clinics,
and leadership that was actively involved in the plan-
ning, design, and early implementation phases of their
respective programs. The executive director of the
Santa Clara County health and hospital system was one
of the driving forces behind the initiative and engaged
the support of the county board of supervisors for chil-
dren’s access a year before the program was ultimately
launched. In King County, a brainstorming session with
key health leaders about why increased enrollment was
not resulting in better access for children ulimately led
to the creation of the KGC program.

Having a publicly financed delivery system probably also
facilitated these conversations and acton plans, but hav-
ing the system alone would not have stimulated these
inidatives. Counties with the administrative capacity,
financial resources, and provider networks experienced
in working with low-income communities are more like-
ly to develop these types of innovative expansions.
Health, government, and community leaders, working
collaboratively and with a steadfast commitment to the
larger goal of expanding health access to all children,
were the “sparks” that made these programs a reality.

Generating Diverse Community Support

Community leaders and organizadons played a catalytic
role in developing and advocating for their respective pro-
grams. In Santa Clara County, two community groups,
the labor-affiliated Working Partnerships USA and the
faith-based People Acting in Community Together,
championed the goal of 100% coverage for every child liv-
ing in the county and exercised their political influence to
promote this goal with county and city officials. They also
mobilized hundreds of residents to testify at public hear-
ings. With the initiatve already 18 months underway,
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both organizations continue to be actively engaged in the
program’s implementation and evaluation.

In King County, the active leadership of Health Action
Plan partners such as the health department and the
Washington Health Foundation continues to develop
local support for future program expansion. While the
role of local stakeholders will certainly differ in every
county, capacity to generate the political will to launch
a broad-based children’s health initiative is crucial.

Leveraging Public and Private Funding Sources

Piecing together a viable funding strategy is another
key component to these programs’ inception and to
their intermediate and long-term survival. Santa Clara
and King Counties each managed to strategically access
local revenue sources and leverage those dollars in an
effective manner. Both programs have developed inter-
mediate financing strategies that access foundation and
corporate matching support, build from diverse public-
private partnerships, and maximize available city and
county revenues.’® In addition, both programs have
already begun to strategize about how best to leverage
local public and private funding sources to secure sus-
tainable state and federal funding for their children’s

aAccess programs.

Sustaining the Momentum

In the face of severe budget shortfalls and new securi-
ty and bioterrorism requirements following the terror-
ist attacks on September 11, 2001, local governments
face greater constraints in shaping social programs. Yet,
opportunites stll exist for those concerned about
guaranteeing children’s access to appropriate and

affordable health care. The Santa Clara County CHI
and the King County KGC program are two models
moving toward universal care that focus on integrating
local health care delivery systems and aligning diverse
resources to improve children’s health.

The convergence of leadership and infrastructure, com-
munity catalysts, and funding was instrumental to the
creaton and sustenance of the CHI and the KGC pro-
grams. Each is a model in which local solutons were
developed to address the problem of expanding access to
care for low-income children. These local efforts, howev-
er, still face the ongoing challenge of securing long-term
funding to sustain their activities. Financing options
include efforts to access state or federal matching funds,
organize the passage of a local tax initiative, and develop
multiple strategies to attract private funding,

Because these programs are relatively new, data on
their success in improving children’s health outcomes
or utilization of services are limited. Once evaluation
data become available from the CHI and the KGC
programs, each initiative’s effectiveness in expanding
children’s access to care and improving their health
outcomes will be better understood. Nonetheless,
states and counties pursuing similar types of innovation
can learn and benefit from the two different but suc-
cessful approaches used by Santa Clara and King
Counties to create universal health care for children.
The strategies developed by these initiatives, and those
that evolve from the programs that follow, will guide
and inform the nation as policymakers and the public
continue to grapple with the complex challenge of
responding to the health care needs of uninsured chil-
dren and families.
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Glossary of Selected Terms
and Acronyms

AFDC
AIM
BBA
CAHPS

Carve Out

CBO

CFFC
CHAMPUS
CHAMPVA
CHI

CMS
COBRA
CPS

Crowd-out

CSHCN

DHHS
DMA

American Academy of Pediatrics

Aid to Families with Dependent Children
Access for Infants and Mothers Program
Balanced Budget Act

Consumer Assessment of Health Plans (CAHPS) is a kit of survey and reporting tools to help
consumers and purchasers assess and choose a health plan. The questionnaires were developed
by the Agency for Healthcare Research and Quality at the U.S. Department of Health and
Human Services. '

When services are “carved out,” managed care plans are not contractually obligated to provide
them. States may establish a separate, capitated system for those services, provide them in a fee-
for-service system or allow beneficiarics to visit any other Medicaid provider to receive them.

community-based organization

California Children and Families First Commission

Comprehensive Health and Medical Plan for Uniformed Services

Civilian Health and Medical Program of the Department of Veterans’ Affairs '
Santa Clara Children’s Health Initiative

Centers for Medicare and Medicaid Services

Consolidated Omnibus Budget Reconciliation Act

Current Population Survey

Crowd-out, also known as substitution, occurs when individuals or employers drop employer-
sponsored or individual private health insurance in order to enroll in a public insurance pro-
gram. Title XXI requires states to include measures to prevent crowd-out.

Children with special health care needs (CSHCN) are those who have or are at increased risk
for chronic physical, developmental, behavioral, or emotional conditions and who also require
health and related services that extend beyond the type and amount generally required by chil-

" dren. Condidons of risk may be diagnosed disorders; events that occur during prenatal, perinatal

or neonatal periods; and environmental conditions, such as poverty and family stress.
Department of Health and Human Services

Massachusetts’s Medicaid agency, the Division of Medical Assistance
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Health Insurance for Children

DPSS Department of Public Social Services

DSHS Department of Social and Health Services

EITC carned income tax credit

ELE express lane eligibility

EPSDT Early and periodic screening, diagnosis and treatment (EPSDT) is designed to enhance primary
health benefits for children under age 21. The comprehensive EPSDT package emphasizes pre-
ventive care. EPSDT is mandated for Medicaid-eligible individuals under age 21. States must
provide any medically necessary service warranted by medical examination, even if the service is
not included in the state’s Medicaid plan.

ESI Employer-sponsored insurance (ESI) can be used to insure children in Title XXI through the
use of a family coverage variance. Children can be covered by ESI as a dependent of a parent
who has health insurance through an employer. A number of stipulations and criteria apply.

FCIA Foster Care Independence Act

FEHBP Federal Employees Health Benefit Program

FES Fee-for-service (FES) is a payment system in which health care providers, hospitals, and other
providers are paid for each service performed.

FPL The federal poverty level (FPL) and the poverty guidelines are published annually in the Federal
Register.

HCFA Health Care Financing Administration

HEDIS The Health Plan Employer Data Information Set (HEDIS) is a standardized set of performance
measures used to assess the performance of health plans in several areas, including access to care
and quality of care. It is sponsored, supported and maintained by the National Committee for
Quality Assurance (NCQA).

HIFA Health Insurance Flexibility and Accountability

HIPP Medicaid Health Insurance Premium Payment

HMO A hcalﬁh maintenance organization (HMO) is an entity that contracts on a prepaid capitated risk
basis to provide comprehensive health services to beneficiaries. It is a type of managed care
organization.

HRSA Health Resources and Services Administration

ICHIA Immigrant Children’s Health Improvement Act

INS Immigration and Naturalization Service

KGC King County Kids Get Care

Medicaid A Medicaid look-alike refers to a state-designed SCHIP health benefits package that mirrors the

Look-Alike  Medicaid package.

MCCA Medicare Catastrophic Coverage Act of 1988
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MCHB
MCO
MIS
MSA
NSAF
OBRA
OMB

PCC, PCP,
PCM

PE
PPO

PRWORA
SCHIP

Section 1115
Waiver

SHCN
SSI
TANF
TEFRA
Title XIX

Maternal and Child Health Bureau
managed care organization
management information system
metropolitan statistical area

National Survey of America’s Families
Omnibus Reconciliation Act

Office of Management and Budget

The primary care coordinator (PCC), primary care provider (PCP) and primary care manager
(PCM) refer to the physician or care provider who serves as the initial contact between the ben-
eficiary and the medical care system and who is responsible for coordinating the treatment of
beneficiaries assigned to his or her panel.

presumptive eligibility

A preferred provider organization (PPO) is a type of managed care delivery system. It contracts
with health care professionals to provide services to beneficiaries at discounted rates.

Personal Responsibility and Work Opportunity Reconciliation Act

The Balanced Budget Act of 1997 created Tide XXI of the Social Security Act; also called the
State Children’s Health Insurance Program (SCHIP). SCHIP allows states to establish a state-
designed program, to expand their Medicaid program, or to use a combination of these
approaches to provide health insurance to low-income children. States receive an enhanced
match rate for services provided to eligible children and are allowed a great deal of flexibility in
the design and operation of their SCHIP.

Medicaid research and demonstration waivers (also known as Secuon 1115 waivers) are normal-
ly used to make broad changes in eligibility, services, or the service delivery system. HCFA will
consider Section 1115 waivers under SCHIP if a state has at least one year of experience provid-
ing health care assistance through SCHIP, if it has submitted all required evaluations and
reports to HCFA, if the state has met the primary goals of SCHIP, and if the state has done
everything allowed under SCHIP to enroll and serve eligible children. A number of other crite-
ria apply. Guidelines for SCHIP Section 1115 waivers were released July 31, 2000.

special health care need

Supplemental Security Income
Temporary Assistance for Needy Families
Tax Equit); and Fiscal Responsibility Act

Title XIX of the Social Security Act, also known as Medicaid, was established in 1965 as a joint
federal-state program. Medicaid provides medical assistance to certain families and individuals
with low incomes.

Special Supplemental Nutrition Program for Women, Infants, and Children
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