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LEGISLATIVE AFFARS AGENCY
L E G I S L A T I V E  R E FE R E N C E  LIBRAR Y

M a y ,  1 9 8 8

C o p i e s  o f  m i n u t e s  l i s t e d  b e l o w  w e r e  o r i g i n a l l y  i n c l u d e d  
i n  t h i s  f i l e .  T h e  m i n u t e s  a r e  a v a i l a b l e  o n  t h e  S T A I R S  
d a t a b a s e  CMPR.  I n  o r d e r  t o  s a v e . s p a c e  c o p i e s  o f  m i n u t e s  
h a v e  n o t  b e e n  l e f t  i n  t h e  f i l e s .

M a r y  V a n  N i m w e g e n

U  M E S S  f t : 3 0  a . m  •
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Blue Cross,
o ( W a s h in g to n  a « d  A la a k a

15700 Dayton Avanue North/P. 0. Oox 327 
Seattle, WashinQton 90111-0327 
208/381-3000

F e b r u a r y  4 ,  1988

B l u e  C r o s s  o f  W a s h i n g t o n  a n d  A l a s k a  h a s  r e v i e w e d  H o u s e  B i l l  4 1 0  w h i c h  
w o u l d  s e t  u p  a  c a t a s t r o p h i c  h e a l t h  c a r e  p r o g r a m  f o r  t h e  c i t i z e n s  o f  
A l a s k a .  W i t h  t h e  s h o r t  t i m e  f r a m e s  n e c e s s a r y  t o  p r o v i d e  t e s t i m o n y  a t  
t h e  h e a r i n 0 , n  F e b r u a r y  4 t h ,  t h i s  r e v i e w  h a s  n o t  b e e n  i n  d e p t h .

T h e  p r o v i s i o n  o f  a  s t a t e  f u n d e d  p r o g r a m  t o  p r o v i d e  c a t a s t r o p h i c  c o v e r a g e  
w o u l d  b e  a  m a j o r  i m p r o v e m e n t  o v e r  t h e  e a r l i e r  c a t a s t r o p h i c  f u n d  s e t  
u p  b y  s t a t e  g o v e r n m e n t .  T h e  b e n e f i t s  f o r  t h i s  p r o g r a m  a s  d e t a i l e d  i n  
HB 410 a r e  s o m e w h a t  " r i c h "  b u t  d o  p r o v i d e  c o v e r a g e  n e c e s s a r y  t o  s e r i o u s l y  
i l l  p e r s o n s .

Y o u  h a v e ,  i n  S e c .  2 1 . 5 6 . 0 5 0 ,  p r e c l u d e d  t h e  u s e  o f  p r e - e x i s t i n g  c o n d i ­
t i o n s .  B l u e  C r o s s  b e l i e v e s  L h a t  t h i s  p r o v i s i o n  w i l l  b e  a  s e r i o u s  f l a w  
i n  t h e  c o v e r a g e .  W i t h o u t  p r e - e x i s t i n g  c o n d i t i o n s ,  a n y  A l a s k a n  c o u l d  
d e l a y  e n r o l l m e n t  i n  t h e  p r o g r a m  u n t i l  s u c h  t i m e  a s  a  m e d i c a l  p r o b l e m  
m a n i f e s t s  i t s e l f .  W i t h o u t  p r e - e x i s t i n g  c o n d i t i o n  r e s t r i c t i o n s ,  a  p e r s o n  
c o u l d  b e  d i a g n o s e d  w i t h  s o m e  c o n d i t i o n ,  s e e k  t r e a t m e n t ,  r e a l i z e  t h a t  t h e  
c o s t a  w e r e  b e c o m i n g  e x c e s s i v e  a n d  t h e n  j o i n  t h e  p r o g r a m  s o  t h a t  t h e  
c a t a s t r o p h i c  c o v e r a g e  w o u l d  t h e n  p h a s e  i n  a n d  p i c k  u p  c o s t s  i n  e x c e s s  o f  
t h e  $5000 d e d u c t i b l e .  W i t h  t h e  c o s t s  o f  p r e m a t u r e  b a b i e s  o f t e n  t o p p i n g  
$8000 t o  $ 1 0 , 0 0 0 ,  t h e  s t a t e  p r o g r a m  c o u l d  b e  f a c e d  w i t h  s e r i o u s  a d v e r s e  
s e l e c t i o n .  T h e  s a m e  p r o c e d u r e  c o u l d  h a p p e n  w i t h  a n y  s e r i o u s  i l l n e s s .
A  r e a s o n a b l e  p r e - e x i s t i n g  c o n d i t i o n  l i m i t a t i o n  w o u l d  a s s u r e  t h a t  A l a s k a n s  
w o u l d  e n r o l l  b e f o r e  t h e y  n e e d  t h e  b e n e f i t s .  Y o u  w o u l d  l e s s e n  t h e  t e n ­
d e n c y  f o r  p e r s o n s  t o  e n r o l l  w h e n  t h e y  n e e d  b e n e f i t s  a n d  t h e n  d i s e n r o l l  
w h e n  t h e  t r e a t m e n t  i s  c o m p l e t e d .  T o  b e  a c t u a r i a l l y  s o u n d ,  t h i s  p r o g r a m  
w i l l  n e e d  t h e  t y p e  o f  r e s t r i c t i o n  o n  a d v e r s e  s e l e c t i o n  w h i c h  p r e - e x i s t i n g  
c o n d i t i o n s  c a n  p r o v i d e .

T h e  t i m e  f r a m e s  f o r  i m p l e m e n t a t i o n  c a n  p r o b a b l y  b e  m e t  a l t h o u g h  t h e y  s e e m  
t o  b e  v e r y  s h o r t  f o r  a  p r o g r a m  o f  t h i s  m a g n i t u d e .  Y o u  m a y  w a n t  t o  c o n s i ­
d e r  m a k i n g  t h e  p r o g r a m  a v a i l a b l e  b y  J u l y  1 ,  1989 i n  o r d e r  t o  a l l o w  s u f f i ­
c i e n t  t i m e  t o  s e t  u p  t h e  p r o g r a m ,  s e l e c t  t h e  i n s u r e r  a n d  d e v e l o p  e n r o l l ­
m e n t  m a t e r i a l s  f o r  u s e  i n  s e l l i n g  t h e  c o v e r a g e .



R e c o g n i z i n g  t h e  i n t e r e s t  o f  t h e  L e g i s l a t u r e  i n  a  p r o g r a m  o f  t h i s  s o r t ,  
w e  h a v e  t r i e d  t o  e s t i m a t e  t h e  c o s t s  w e  t h i n k  w o u l d  b e  i n v o l v e d  i n  t h i s  
p r o g r a m .  W e  h a v e  n o t  h a d  t i m e  t o  d o  a  c o m p l e t e  a c t u a r i a l  a n a l y s i s ,  
h o w e v e r ,  q u i c k  e s t i m a t e s  w o u l d  i n d i c a t e  t h a t  t h e  p r e m i u m  f o r  a  p e r s o n  
i n  t h e  40  t o  44 a g e  r a n g e  w o u l d  b e  b e t w e e n  $ 1 0 0  a n d  $300 p e r  p e r s o n  
p e r  m o n t h .  S i n c e  w e  a r e  u s i n g  a g e  r a t i r  ,  p e r s o n s  y o u n g e r  t h a n  40 
y e a r 9  w o u l d  h a v e  l o w e r  p r e m i u m  a n d  t h o s e  e t w e e n  45 a n d  65  w o u l d  
h a v e  h i g h e r  p r e m i u m s .  I n  b o t h  c a a e B ,  p r e m i u m s  w o u l d  b e  a g e  r a t e d  i n  
f i v e  y e a r  b a n d s .  W i t h o u t  i n f o r m a t i o n  a b o u t  t h e  a g e  m i x  o f  A l a s k a n s  w h o  
w o u l d  e n r o l l ,  a  m o r e  d e f i n i t e  g u e s s t i m a t e  i 9  d i f f i c u l t  t o  d o .  O b v i o u s l y  
t h e r e  a r e  o t h e r  f a c t o r s  w h i c h  w i l l  a f f e c t  t h e  l e v e l  o f  p r e m i u m  i n c l u d i n g  
t h e  n u m b e r  o f  p e r s o n s  w h o  w o u l d  e n r o l l  f r o m  t h e  B u s h  v e r s u s  t h e  n u m b e r  
o f  e n r o l l e e s  f r o m  m o r e  u r b a n  a r e a s  o f  t h e  s t a t e .

I n  s u m m a r y ,  w e  h o p e  w e  c a n  w o r k  w i t h  y o u  a s  t h i s  b i l l  i s  p e r f e c t e d .
T h i s  s e e m s  t o  b e  a  p o s i t i v e  s t e p  f o r w a r d t o w a r d  p r o v i d i n g  c o v e r a g e  f o r  
c a t a s t r o p h i c  c o s t s  o f  h e a l t h  c a r e .



A L A S K A  S T A T E  L E G I S L A T U R E  
H O U S E  O F  R E P R E S E N T A T I V E S  

R E S E A R C H  A G E N C Y

r  O .  Box Y. S i a i e  Cap i to l 
Juneau . A la s k a  99311-3100 

M a i l  S lop  MOO 
(907) 465-3991

Sep t ember  23,  1986

MEMORANDUM

TO: R e p r e s e n t a t i v e  N i i l o  Koponen

ATTN: L i s a  McLaren

FROM; J a y  Li vey
L e g i s l a t i v e  A n a l y s t

RE: E s t i m a t e  o f  t h e  Number o f  A l a s k a n s  Wi t h o u t  H e a l t h  I n s u r a n c e
R e s e a r c h  Re que s t  87 . 012

You a s ked  t h a t  we d e t e r m i n e  t h e  number  o f  A l a s k a n s  t h a t  do no t  have h e a l t n  
i n s u r a n c e  c o v e r a g e .  You a l s o  a s ked  t h a t  we r e v i e w  t h e  a c t i v i t i e s  o f  o t h e r  
s t a t e s  r e g a r d i n g  h e a l t h  c a r e  f o r  u n i n s u r e d  i n d i v i d u a l s .

A l a s k a n s  Wi t h o u t  H e a l t h  I n s u r a n c e  Cove r age

We were  n o t  a b l e  t o  us e  e x i s t i n g  d a t a  t o  a c c u r a t e l y  d e t e r m i n e  t h e  number  o f  
A l a s k a n s  who do n o t  have  h e a l t h  i n s u r a n c e .  D e t e r m i n i n g  t h e  number  o f  u n i n ­
s u r e d  A l a s k a n s  would r e q u i r e  t h e  c o l l e c t i o n  o f  p r i m a r y  d a t a - - a n  a c t i v i t v  
t h a t  i s  beyond t h e  c u r r e n t  c a p a b i l i t i e s  o f  t h i s  age ncy .  However ,  we can 
draw some c o n c l u s i o n s  bas ed  on s u r v e y s  c o n d u c t e d  in  o t h e r  s t a t e s  and d i s ­
c u s s  a p r e v i o u s  s t u d y  t h a t  e s t i m a t e d  t h e  number  o f  u n i n s u r e d  A l a s k a n s .

A r e c e n t  p u b l i c a t i o n  by t he  I n t e r g o v e r n m e n t a l  H e a l t h  P o l i c y  P r o j e c t  o f  
George  Wa sh i ng t on  U n i v e r s i t y  c o n t a i n s  summar i es  o r  s e v e r a l  s t a t e  ar.c 
n a t i o n a l  a t t e m p t s  t o  c o u n t  u n i n s u r e d  i n d i v i d u a l s .  These  s t i d i e s  a r e
n o t e d  below.

‘ " S t a t e  Procrams  o f  A s s i s t a n c e  f o r  t h e  M e d i c a l H  I n d i n e n r "  r n t 3r n m / a v n . 
menta l  H e a l t h  P o l i c y  P r o j e c t  o f  George Wash i ng t on  U n i v e r s i t y .  Wa s n i nc t c n .  
D. C . ,  November 1985.
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Fi ve  s t a t e s  have r e c e n t l y  f i n i s h e d  s t u d i e s  t o  d e t e r m i n e  t h e  number o f  t h e i r  
c i t i z e n s  w i t h o u t  h e a l t h  i n s u r a n c e .  The r e s u l t s  o f  t h e s e  s t u d i e s  i n d i c a t e  
t h a t  t h e  p e r c e n t a g e  o f  t h e  p o p u l a t i o n  t h a t  i s  u n i n s u r e d  v a r i e s  c o n s i d e r ­
a b l y .  T e n n e s s e e  found t h a t  s even  p e r c e n t  o f  i t s  p o p u l a t i o n  was w i t h o u t  
h e a l t h  i n s u r a n c e  w h i l e ,  Hew Mexico e s t i m a t e d  t h a t  20 t o  23 p e r c e n t  o f  i t s  
p o p u l a t i o n  l a c k e d  c o v e r a g e .  Co l o r a d o ,  Wi s c o n s i n  and Mi nne s o t a  c l a i me d  t h a t  
20 p e r c e n t ,  10 . 2  p e r c e n t  and 8 . 1  p e r c e n t  o f  t h e i r  r e s p e c t i v e  p o p u l a t i o n s  
were u n i n s u r e d .

In 1977,  t h e  N a t i o n a l  Medical  Ca r e  E x p e n d i t u r e s  Survey  found t h a t  9 . 5  
p e r c e n t  o f  t h e  U.S.  p o p u l a t i o n  u n d e r  age 65 were  a lways  u n i n s u r e d  and an 
a d d i t i o n a l  8 . 3  p e r c e n t  was u n i n s u r e d  f o r  o a r t  o f  t h e  y e a r .  A r e c a n t  
a r t i c l e  in t h e  N a t i o n a l  J o u r n a l  e s t i m a t e s  t h a t  12 p e r c e n t  o f  a l l  Amer i cans  
a r e  w i t h o u t  h e a l t h  i n s u r a n c e .  K a t h e r i n e  S w a r t z ,  o f  t h e  Urban I n s t i t u t e ,  
used  t h e  Census  B u r e a u ' s  P o p u l a t i o n  Sur ve y  t o  e s t i m a t e  t h a t  a p p r o x i m a t e l y  
16 p e r c e n t  o f  t h e  n a t i o n ' s  p o p u l a t i o n  u n d e r  65 y e a r s  o f  age i s  u n i n ­
s u r e d .  A Census  Bureau r e p o r t  found t h a t  15 p e r c e n t  o f  Amer i cans  d i d  
no t  have  h e a l t h  i n s u r a n c e  d u r i n g  t h e  f o u r t h  q u a r t e r  o f  1 9 8 3 . 5

An e s t i m a t e  o f  t h e  number  o f  u n i n s u r e d  A l a s k a n s  was made in t he _ Al a s k a  
He a l t h  Care  F i n a n c i n g  S t udy  ( B a t t e l l e  S t udy)  c omp l e t e d  in 1 9 8 2 . °  That  
s t u d y ,  u s i n g  U.S.  Bureau o f  t h e  Census  i n f o r m a t i o n  g a t h e r e d  in 1976 and 
1980,  f ound t h a t  a p p r o x i m a t e l y  29 , 000  A l a s k a n s  ( s e ve n  p e r c e n t  o f  t he  
p o p u l a t i o n )  were u n i n s u r e d .  Based on c u r r e n t  p o p u l a t i o n  e s t i m a t e s  o f  
540 , 000  p e o p l e ,  t h e  B a t t e l l e  f i n d i n g s  would s u g g e s t  t h a t  a p p r o x i m a t e l y  
37 , 800  A l a s k a n s  may c u r r e n t l y  be w i t h o u t  h e a l t h  i n s u r a n c e  c o v e r a g e .

^"Who Are t h e  U n i n s u r e d ? " ,  J .  Ka s pe r ,  D. Walden and G. Wi l e n s k y ,  N a t i o n a l  
H e a l t h  Car e  E x p e n d i t u r e s  S t u d y , N a t i o n a l  C e n t e r  f o r  H e a l t h  S e r v i c e s  
R e s e a r c h ,  U.S.  De pa r t men t  o f  H e a l t h  and Human S e r v i c e s .

^ " H e a l t h  I n s u r a n c e  f o r  t h e  Unemployed and U n i n s u r e d " ,  R . J .  Bl endon ,  D.E.  
Al t man,  S.M. K i l s t e i n ,  N a t i o n a l  J o u r n a l . V o l . 15,  No . 22,  p . 1146-59 .

y T h e  Changing Face o f  t h e  U n i n s u r e d " ,  K a t h a r i n e  S c h wa r t z ,  Urban I n s t i - 
y  t u t e ,  J u n e  1986.

Economic C h a r a c t e r i s t i c s  o f  Hous eho l ds  i n  t h e  Un i t e d  S t a t e s :  Four t h  
Q u a r t e r  1983" ,  U.S.  Bureau o f  t h e  Ce ns us ,  U.S.  Depa r t ment  o f  Commerce.  
W a s h i n g t o n ,  D . C . ,  1985.

° A1 a s k a  Comoreher i s ive Heal th Care  F1 n a n c i n o  S t u d y : F i na l  Re po r t  Volume 1 . 
B a t t e l l e  Human A f f a i r s  Re s e a r c h  C e n t e r ,  S e a t t l e .  Wash i ng t on ,  Marcn 1982.
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The B a t t e l l e  s t u d y  a l s o  a n a l y z e d  t h e  c h a r a c t e r i s t i c s  o f  t h i s
u n i n s u r e d  g r o u p .  Ap p r o x i ma t e l y  40 p e r c e n t  o f  t h e  u n i n s u r e d  i n d i v i d u a l s  
were  c h i l d r e n ,  w h i l e  34 p e r c e n t  were  heads  o f  h o u s e h o l d s  o r  s p o u s es .
Twent y- two p e r c e n t  were s i n g l e .  Nine p e r c e n t  o f  t h e  u n i n s u r e d  p o p u l a t i o n
were  h e a l t h  i m p a i r e d ;  t he y  were no t  a b l e  t o  work o r  go t o  s c h o o l .

Of t h e  a d u l t s  who d i d  no t  have i n s u r a n c e ,  80 p e r c e n t  were employed,  10
p e r c e n t  were  unemployed and t h e  r e s t  were  n o t  in t h e  l a b o r  f o r c e .  Among
t h e  u n i n s u r e d  i n d i v i d u a l s  who were employed ,  29 . 7  p e r c e n t  were employed in
b u s i n e s s  s e r v i c e s ,  24 . 7  p e r c e n t  in w h o l e s a l e  o r  r e t a i l  t r a d e ,  18 . 8  p e r c e n t
in c o n s t r u c t i o n ,  7 . 1  p e r c e n t  i n  p e r s o n a l  s e r v i c e s  and l e s s  t han  f i v e  p e r ­
c e n t  i n  each  o f  t h e  a g r i c u l t u r e ,  m i n i ng ,  l o g g i n g  and f i s h i n g  i n d u s t r i e s .
Over  75 p e r c e n t  o f  t h e  u n i n s u r e d  a d u l t s  had c o mp l e t e d  a t  l e a s t  one y e a r  o f
c o l l e g e  and an a d d i t i o n a l  f i v e  p e r c e n t  had c o mp l e t e d  h i g h  s c h o o l .

In t h e  a b s e n c e  o f  more r e c e n t  d a t a ,  t h e  a c c u r a c y  o f  t h e  B a t t e l l e  e s t i m a t e s
o f  u n i n s u r e d  A l a s k a n s  and t h e  v a l i d i t y  o f  t h e  p r o f i l e  o f  t h i s  segment  o f
t h e  p o p u l a t i o n  a r e  c o n c e r n s .  Of p a r t i c u l a r  i n t e r e s t  i s  any change  in t he  
s t r u c t u r e  o f  t h e  economy between 1979 and 1985.  I f  t h e  s t r u c t u r e  o f  
A l a s k a ' s  economy has  r ema ined  r e a s o n a b l y  s t a b l e  f rom 1979 t o  1985,  t he
B a t t e l l e  f i n d i n g s  a r e  more c r e d i b l e  t han  i f  s i g n i f i c a n t  s t r u c t u r a l  change
o c c u r r e d  d u r i n g  t h e  p e r i o d .  Tab l e  1 p r e s e n t s  employment  in Al as ka  by i n d u s ­
t r i a l  s egment  and compares  t he  p e r c e n t a g e  o f  t o t a l  employment  each segment  
c o m p r i s e d  i n  1979 and 1935.

As t h e  t a b l e  i n d i c a t e s ,  t o t a l  employment  in Al a s k a  i n c r e a s e d  from 166,405 
i n d i v i d u a l s  i n  1979 t o  228 ,075  i n d i v i d u a l s  i n  1985,  an i n c r e a s e  o f  a p p r o x i ­
m a t e l y  37 p e r c e n t .  Thr ee  s e c t o r s  o f  t h e  ec onomy- - gove r nme n t ;  m a n u f a c t u r ­
i n g ;  and t r a n s p o r t a t i o n ,  communica t ions  and u t i l i t i e s  ( T - C - U ) - - c o m p r i s e d  a 
s m a l l e r  p e r c e n t a g e  o f  t o t a l  employment  i n  1985 t ha n  in  1979,  w i t h  g o v e r n ­
ment  d e c r e a s i n g  3 . 5  p e r c e n t ,  m a n u f a c t u r i n g  2 . 4  p e r c e n t  and T-C-U 1 . 8  p e r ­
c e n t .  T h r e e  s egment s  o f  t he  e c o n o m y - - t r a d e ,  c o n s t r u c t i o n ,  and s e r v i c e s  
c o m p r i s e d  a g r e a t e r  s h a r e  o f  t o t a l  employment  i n  1985 t han  in 1979,  
i n c r e a s i n g  2 . 3  p e r c e n t ,  2 . 1  p e r c e n t  and 1 .8  p e r c e n t ,  r e s p e c t i v e l y .  Two 
s e g m e n t s ,  f i n a n c e  i n s u r a n c e  and r e a l  e s t a t e  (FIRE) and min i ng  showed 
v i r t u a l l y  no c ha nge .
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Tab l e  1
Compar i son o f  Sha r es  o f  Employment By I n d u s t r i a l  S e c t o r

1979 and 1985

I n d u s t r i a l 1979 1985 Change
S e c t o r Number P e r c e n t Number P e r c e n t 1979 t o  1985

Mining 5,773 3.5% 9, 513 4.1% +0.6%
C o n s t r u c t i o n 10,092 6 . 1 18 ,609 8 . 2 +2.1%
M a n u f a c t u r i n g 12 ,818 7 . 7 12 ,109 5 . 3 -2.4%
T r a n s . ,  Communica­

t i o n s ,  U t i l i t i e s 16 ,704 10.0 18,685 8 . 2 -1.8%
Trade 29 , 388 17 . 7 45 , 800 20 . 0 +2.3% •
F i n a n c e ,  I n s u r ­

a nc e ,  Real  E s t a t e 8 , 0 3 5 4 . 8 11,524 5.1 • fi ?a/ -rU .

S e r v i c e s 28 , 345 17.0 43 , 014 18.3 + 1.3%
Government 54 , 532 3 2 . 8 6 6 , 7 c 5 29 . 3 - 3 . 5%
M i s c e l l a n e o u s 720 0 . 4 1,956 0 . 8 +0.4%

T o t a l s 166,406 100.0 228 , 075 100 . 0

S o u r c e :  S t a t i s t i c a l  Q u a r t e r l v . A l a s ka  De pa r t men t  o f  Labor ,  4 t h  q u a r t e r
r e p o r t s  f o r  1979 and 1985.

Not e :  Number o f  i n d i v i d u a l s  employed i s  t h e  mon t h l y  a v e r a g e  o f  n o n a g r i -
c u l t u r a l  employment .

O v e r a l l ,  t h e  s h a r e s  o f  t o t a l  employment  a t t r i b u t a b l e  t o  t h e s e  i n d u s t r i a l  
s e c t o r s  were  r e l a t i v e l y  unchanged from 1979 t o  1984.  In t e r ms  o f  t he  
i mpa c t  on t h e  number  o f  u n i n s u r e d  A l a s k a n s ,  t h e  most  s i g n i f i c a n t  c hanges  
were  t h e  d e c l i n i n g  s h a r e  o f  government  eml p l oyment  and t h e  i n c r e a s i n g  s h a r e  
o f  t h e  t r a d e  and s e r v i c e s  s a c t o r s .  V i r t u a l l y  a l l  gove r nme n t  e mpl oyees  a r e  
i n s u r e d  t h r o u g h  employment  w h i l e  a s i g n i f i c a n t  number  o f  t r a d e  and s e r v i c e  
s e c t o r  empl oyees  a r e  n o t .

In t h e  a b s e n c e  o f  more r e c e n t  d a t a ,  we c o n c l u d e  t h a t  t h e  B a t t e l l e  s t u a y  
p r o v i d e s  a r e a s o n a b l e  s t a r t i n g  p o i n t  f o r  e s t i m a t i n g  t h e  number  o f  A l a s k a n ’s 
who do n o t  have  h e a l t h  i n s u r a n c e  c o v e r a g e .  The c u r r e n t  Al a s ka  economy i s  
s i m i l a r  in s t r u c t u r e  t o  t h e  t he  1979 economy,  l e n d i n g  c r e d i b i l t y  t o  t h e  
a s s e r t i o n  t h a t  a p p r o x i m a t e l y  seven p e r c e n t  o f  t h e  p o p u l a t i o n  may be u n i n ­
s u r e d .  However ,  we s p e c u l a t e  t h a t  Decause  o f  mi nor  s h i f t s  in economic 
s t r u c t u r e  s i n c e  1979 and r e c e n t  i n c r e a s e s  in unempl oyment ,  t h e  p e r c e n t a g e  
o f  u n i n s u r e d  A l a s k a n s  w i t h i n  t h e  p o p u l a t i o n  i s  p r o b a b l y  somewhat  h i g n e ’' 
t han  seven  p e r c e n t .
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In summary,  n a t i o n a l  s t u d i e s  have e s t i m a t e d  t h a t  t h e  p e r c e n t a g e  o f  t he
American p o p u l a t i o n  t h a t  i s  u n i n s u r e d  r an g e s  f rom 9 . 5  p e r c e n t  t o  16 p e r ­
c e n t .  Among s t a t e s  t h a t  have a t t e m p t e d  t o  mea s u r e  t h e i r  u n i n s u r e d
p o p u l a t i o n s ,  Te n n e s s e e  found seven  p e r c e n t  o f  i t s  p o p u l a t i o n  l a c k e d  h e a l t h  
i n s u r a n c e  w h i l e  New Mexico e s t i m a t e d  t h a t  be tween 20 p e r c e n t  and 23 p e r c e n t  
o f  i t s  p o p u l a t i o n  were  u n i n s u r e d .  Three  o t h e r  s t a t e s ,  C o l o r a d o ,  Minnes o t a  
and Wi s c o n s i n ,  c l a i me d  t h a t  20 p e r c e n t ,  10 .2  p e r c e n t  and 8 . 1  p e r c e n t  o f  
t h e i r  r e s p e c t i v e  p o p u l a t i o n s  were w i t h o u t  h e a l t h  i n s u r a n c e .  The B a t t e l l e  
s t u d y  c o n c l u d e d  t h a t  a p p r o x i m a t e l y  seven  p e r c e n t  o f  A l a s k a n s  were  w i t h o u t
h e a l t h  i n s u r a n c e  in  1982;  a f i n d i n g  we s p e c u l a t e  i s  now somewhat  low.

S t a t e  A c t i v i t i e s  Re ga r d i ng  Un i ns u r e d  I n d i v i d u a l s

You a l s o  asked  t h a t  we r ev i e w t h e  a c t i v i t i e s  o f  o t h e r  s t a t e s  in r e g a r d  t o  
t h e i r  r e s p o n s e  t o  u n i n s u r e d  r e s i d e n t s .  A r e c e n t  r e p o r t ,  S t a t e  Programs f o r  
t he  M e d i c a l ! y  I n d i g e n t  p r e p a r e d  by t h e  I n t e r g o v e r n m e n t a l  H e a l t h  P o l i c y  P r o j ­
e c t  o f  Wa sh i ng t on ,  O. C. ,  p r o v i d e s  i n f o r m a t i o n  on p r ogr a ms  i n i t i a t e d  in 
o t h e r  s t a t e s  t o  a i d  t h e  u n i n s u r e d .  R a t h e r  t ha n  d u p l i c a t i n g  t h e  i n f o r m a t i o n  
found in t h a t  p u b l i c a t i o n ,  we a r e  a t t a c h i n g  a copy o f  t h e  s e c t i o n  o f  t he  
r e p o r t  t h a t  p r o v i d e s  a summary o f  t h e  a c t i v i t i e s  i n  o t h e r  s t a t e s .  The 
r e p o r t  a l s o ’ c o n t a i n s  more d e t a i l e d  e x p l a n a t i o n s  o f  each  s t a t e ' s  p rogram o f  
a s s i s t a n c e  t o  t h e  m e d i c a l l y  i n d i g e n t .  Shou l d  you r e q u i r e  a d d i t i o n a l  
d e t a i l s  on a s p e c i f i c  program,  you can o b t a i n  a copy o f  t h e  r e p o r t  f rom t h e  
I n t e r g o v e r n m e n t a l  H e a l t h  P o l i c y  P r o j e c t  o r  c o n t a c t  o u r  a ge nc y .

* ★ ★ ★

I hope t h a t  t h i s  i n f o r m a t i o n  i s  u s e f u l .  I f  you r e q u i r e  a d d i t i o n a l  r e s e a r c h ,  
p l e a s e  do n o t  h e s i t a t e  t o  c o n t a c t  us .

JL

At t a c hme n t
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A s s u r in g  access to hea l th  care  for  the med ica l l y  i n d ig en t  
people  wi th  l i t t le  or  no pub l i c  or p r iv a t e  hea l th  i n s u ran c e  an d  w i t h o u t  
re sources  to pay  fo r  essent ia l  medical  services  — has  become one of 
the  most press ing hea l th  ca re  issues o f  the 1980s. In t h e i r  1984 
l e g i s l a t i v e  sessions ,  2 2  s ta t es  i n t r o d u c e d  leg is la t ion  wi th  the 
o b j ec t iv e  o f  im p ro v in g  the  med ica l ly  i n d ig e n t s ’ access to hea l th  care.  
S ince 1984, 20 s ta t es  have  o rg a n iz ed  legis la t ive or g u b e r n a t o r i a l  s tu d y
com m iss ions  w i th  f i n a n c i n g  hea l th  care  for  the m ed ica l l y  i n d i g e n t  as 
the p r i m a r y  focus  or an i m p o r t a n t  s e c o n d a ry  co n c e rn  o f  med ica l  care  
cost  c o n t a i n m e n t  e f f o r t s . 1 Th e p r i m a r y  ob jec t ive  o f  th is  r e p o r t  is 
to i d e n t i f y  an d  d o c u m e n t  the  major  s ta t e  pol icies  an d  p ro g r am s  des igned  
to im p ro v e  access  to hea l t h  ca re  fo r  the med ica l ly  indigent .

A l th o u g h  the  p rov i s ion  o f  f u n d i n g  o f  hea l th  ca re  services  fo r  the 
m ed ica l ly  i n d i g e n t  has  long been a concern  o f  na t i o n a l ,  s ta te  an d  local 
p o l i c y m a k e r s ,  re cent  ev en ts  have b r o u g h t  it to the f o r e f r o n t  A m a jo r  
c a ta ly s t  a p p e a r s  to have been the recession of  1981-82 when the nat ion  
e x p e r i e n c e d  a s lo w d o w n  in the  g ro w th  of  the econom y an d  high u n e m p l o y ­
m en t  levels.  T h e  Em ployee Benef i t  Resea rch  Ins t i tu te ,  us ing the  C u r r e n t  
P o p u la t io n  S u r v e y  S ta t i s t i cs  o f  the  U.S. Census  Bureau,  f o u n d  that
a b o u t  14 p e r cen t  of  the  n one ldc r lv  p opu la t ion  we re  w i t h o u t  hea l th  
i n s u r a n c e  c o v e r a g e  f r o m  an y  source  in 1979. T h a t  p r o p o r t i o n  rose to 
15.5 p e r ce n t  in 1982 and  16.5 per cen t  in I9S3. : T h e  u n i n s u r e d ,
espec ia l ly  w h e n  u n e m p lo y e d ,  arc  at  great  risk o f  b ecom ing  m ed ica l l y
ind igen t .

A l th o u g h  the  n a t i o n ’s u n e m p l o y m e n t  ra te  has r e tu r n e d  f r o m  a h igh 
o f  10.S p e r c e n t  to the  pre-recess ion level of  7 per cen t ,  mi l l ions  of
people  ar c  still  w i t h o u t  jobs. Despi te the fac t  th a t  1983 m a r k e d  an 
u p t u r n  in the  n a t io n 's  econo my,  the  Employee Ben ef i t  Resea rc h  I n s t i t u t e
no ted  n e a r ly  one  mi l l ion  f e w e r  pcopie were co ve re d  by em p lo y e r  p lans  in 
1983 th an  had  been c o v e re d  in I982.3 Since  35 p e r cen t  o f  those  wi th
p r i v a t e  sec to r  hea l t h  cove rage o b ta in  it t h ro u g h  job r e la ted  hea l th
pl ans ,  any u n e m p l o y m e n t  ra te  ab ove the full  e m p l o y m e n t  level will
c o n t r i b u t e  to the n u m b e r  of  u n in s u r ed  and t h e r e f o r e  to those at risk of  
m ed ica l  i n d i g e n c y . 4

tha t  exa ce r -  
c u t b a c k s  in 
an d  pu'Mic
%\ \  >2 r  n in  £  n r n J

T h e  recess ion also gave rise to two o the r  pressures
b a ted  the m ed ica l  i n d ig en cy  problem:  fe de ra l  and s tate
p r o g r a m s  ass is t ing  the  med ica l l y  ind igen t ;  an d  p r iv a t e
el t o r t s  to con t ro l  c o n t i n u a l l y  r is ing hea l th  care costs.
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ot her .  For e x a m p le ,  the  recess ion gave- em ployer s  a r a t i o n a le  for  
i n s t i t u t i n g  m a ; i r  co s t -s av ing  ch a n g es  in the i r  em ployee  ben e f i t  plans  
to cu t  bus iness  expenses .  But  t ak en  together ,  the  recession (and 
c o n t i n u e d  u n e m p l o y m e n t ) ,  g o v e r n m e n ta l  p ro g ra m  cu tb ac k s  an d  cost 
c o n t a i n m e n t  e f f o r t s  h av e  focus ed  re n ew ed  a t t en t io n  on the l o n g -s tand ing  
p r o b lem  of  a s s u r in g  the  m ed ic a l ly  i n d ig en t  access to necessary hea l th  
care.

Who a r e  the  Medica l ly  In d ig e n t?

T h e  r e p o r t  b r i e f ly  s u m m a r i z e s  the n u m ero u s  n a t io n a l  a n d  s tate  
s tu d i e s  th a t  i d e n t i f y  an d  de sc r ib e  the  med ica l ly  in d ig en t  p o p u la t ion .
A l th o u g h  d i f f e r e n t  s tudi es  o f t e n  yield s eemingly  c o n f l i c t i n g  results,  
d i s c r e p a n c ie s  us ua l ly  ar ise  because  the s tudies  a d o p t  d i f f e r e n t  
d e f i n i t i o n s  o f  in d ig en cy ,  d r a w  fr om  d i f f e r e n t  d a t a  bases, or were  
c o n d u c te d  in d i f f e r e n t  years.

N a t i o n a l l y ,  a c c o rd i n g  to two s tudies ,  15 to 16 perccr . t  o f  people  
u n d e r  the  age o f  65 lack hea l t h  i n s u ran c e  at  any given t ime ( K a s p e r  ci 
al,  an d  S c h w a r t z ) . 0 Th is  p e r ce n t ag e  t ra ns la t e s  into ab o u t  35 mi ll ion
people.  A n o t h e r  s tu d y  e s t im a te s  t h a t  an a d d i t i o n a l  13 p e r cen t  of  the
n a t i o n ’s p o p u l a t i o n  u n d e r  age 65 has i n a d e q u a t e  hea l th  i n s u ra n c e  
c o v e ra g e  ( F a r l e y ) . 7  T h a t  is, the i n s u ran c e  pol icy  fa i l s  to cove r  
m a jo r  hea l th  costs a n d  the  p o l i cy h o ld e r  is in d a n g e r  o f  f i n a n c i a l  
h a r d s h i p  or even ru i n  in the  ev en t  o f  a major  illness.

At  the  s t a t e  level,  h o w e v e r ,  v a r i a t io n s  in the es t imates  o f  the
size o f  the  m ed ica l ly  in d ig en t  p o p u la t i o n  can be s ig n i f i c an t .  For
e x a m p le .  N e w  Mexico an d  C o lo r a d o  e s t im a te  tha t  30 p e r cen t  o f  t h e i r
p o p u la t i o n  lack hea l th  i n s u r a n c e  cove rage ,  whi le  Minneso ta  put s  its 
level a t  8  per cen t .

A l t h o u g h  the  s p ec i f i c  c h a r a c t e r i s t i c s  o f  the  m ed ica l l y  i n d i g e n t  
v a r y  by s t a t e  -- d e p e n d i n g  on the  type  o f  e m p l o y m e n t  co m m o n  to the
p a r t i c u l a r  s t a t e  ( m a n u f a c t u r i n g ,  c o n s t r u c t i o n ,  r e t a i l ,  etc. ),  t he  
c o m p r e h e n s i v e n e s s  of  M ed ica id  co ve ra ge ,  an d  the a v e r a g e  income o f  the  
r e s id e n t s  -- the  key d e t e r m i n a n t s  o f  m ed ica l  i n d i g e n c y  a r c  u n e m p l o y ­
men t ,  e m p l o y m e n t  in smal l or  low-wage f i rm s ,  an d  incom e s tatus.  O ne
n a t i o n a l  s t u d y  e s t im a te d  th a t  13 per cen t  of  those who lost t h e i r  jobs
d u r i n g  the  1982 recess ion were  lef t  w i t h o u t  an y  i n s u ran c e  c o v e rag e
(W ilo n sk y ) . 8 A s tu d y  in a m a jo r  m e t r o p o l i t a n  area  f o u n d  th a t  38
p e r c e n t  o f  the u n em p lo y ed  had  n e i th e r  p r i v a t e  hea l th  i n s u r a n c e  nor 
M e d ic a id  c o v e rag e  ( B e r k i ) . 0  A n d  a s tu d y  by the U r b a n  Ins t i tu te
e s t i m a t e d  25 p e r cen t  o f  u n i n s u r e d  ad u l t s  w o r ' e d  l u l l - t im e  fo r  40 weeks  
or  more  ( S c h w a r t z ) , 10 p r e s u m a b ly  because  they w o rk e d  for  smal l  f i rm s  
th a t  do  not o f f e r  h e a l th  i n s u ran c e  as a f r in g e  b ene f i t .

’n e x a m i n i n g  the  hea l th  i n s u ran c e  co v e rag e  of  the  poor ,  one 
n a t io n a l  s t u d y  e s t i m a t e d  th a t  15 p e r cen t  o f  the  poor -- people  at or
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c u tb a c k s  an d  cost  c o n t a i n m e n t  e f f o r t s  c l ea r ly  were  t ak in g  place  be fo re  
1981, but  both  i n t e n s i f i e d  wi th  the a d v e n t  o f  the  recession.

w '

m

Since 1975, M ed ica id  -- the  larges t  g o v e r n m e n t a l  hea l th  p ro g r am
fo r  the  poor  -- has become less e f f e c t i v e  in its ab i l i ty  to cover  the
m ed ica l l y  i n d ig en t  po pu la t ion.  In 1975, 63 p e r c e n t  o f  the p o p u la t io n  
nea r  or below the pover ty  l ine were e l ig ible for  M ed ica id ;  in 1983, the 
n u m b e r  co ve re d  fell  below 50 p e r c e n t . 5 T h i s  o cc u rcd  d u r i n g  a per iod
wh en  the  n u m b e r  o f  people in p o v e r ty  increased .  T h e  de c l i ne  was  a 
result  o f  a co m b i n a t i o n  of f ede ra l  cu rb ack s  in M ed ica id  a n d  d e c l in in g  
s ta te  re ven ues  that  for ced  many  s ta t es  to re d u ce  the  scope of the i r
M ed ica id  programs.

G o v e r n m e n t  s p en d in g  cuts  an d  increases  in the  u n e m p l o y m e n t  ra te  
have occurcd  be fo re  a n d  most l ikely will  o ccu r  aga in .  When the  ec o n o m y  
im pr ov es  -  w h ich  it has -- fe d e ra l  and s ta te  g o v e r n m e n t s  f r e q u e n t l y  
r e in s t a t e  cove ra ge  o f  b ene f i t  and  e l ig ib i l i ty  cuts  -- w h ich  m an y  have .  
Still ,  i m p r o v e m e n t s  in the economy and  re s to r a t io n  o f  p r o g r a m  cuts  have 
not b u m p ed  the issue of  heal th  ca re  fo r  the m ed ica l l y  i n d i g e n t  f r o m  the 
s t a t e s ’ legis la t ive  agendas .  It is a th i rd  f a c to r ,  p u b l i c  a n d  p r i v a t e  
sec tor  e f f o r t s  to cont rol  hea l th  care  costs,  t h a t  a p p e a r s  to ex p l a i n  
why  heal th  ca re  for  the med ica l ly  in d ig en t  c o n t i n u e s  to a t t r a c t  p o l i c y ­
m aker s '  a t t en t io n .
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A d e c a d e  o f  i n f l a t i o n  in m ed ica l  costs t h a t  co n s i s t en t ly  ex c ee d e d  

the gene ra l  i n f l a t i o n  ra te  prope l led  businesses  an d  g o v e r n m e n t s  to 
aggress ively  search fo r  and ad o p t  pol icies  to co n t ro l  the i r  hea l th  ca re  
costs. Such  cost  c o n t a i n m e n t  in i t i a t i v e s  as M e d i c a r e ’s p ro sp e c t iv e  
p a y m e n t  sys tem (based on Diapoosis R e la ted  . G ro ups ) ,  s e l ec t ive  c o n ­
t r a c t in g  in C a l i f o r n i a  an d  co e t i t iv c  b i d d i n g  in A r i z o n a  u n d e r  
M edica id ,  reco rd  g ro w th  in HMC m e m b e r s h i p  an d  the  p r o l i f e r a t i o n  of  
p r e f e r r e d  p r o v i d e r  o r g a n iz a t io n s  have put  e n o r m o u s  p re s su re  on p r o ­
vide rs  to d e l i v e r  he a l th  care  in a more  cost  e f f i c i e n t  m a n n e r .  U n d e r  
these new cond i t ions ,  the e f f i c i e n t  p r o v i d e r  is r e w a r d e d  w i th  a d e q u a t e  
r e i m b u r s e m e n t  t h a t  assures  c o n t i n u e d  s u rv iv a l  in the  c o m p e t i t i v e  m a r k e t  
place.

-a
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For the  most pa r t ,  the new co m p e t i t i v e  r e i m b u r s e m e n t  sys tem s do 
not  cove r  bad  deb t  or c h a r i t y  care ,  a n d  they  p r e c lu d e  the  p r o v i d e r  f r o m  
c h a r g i n g  h ig h e r  ra tes in o r d e r  to cov e r  bad d eb t  or  c h a r i t y  ca re
( c o m m o n ly  r e f e r r e d  to as cos t -sh i f  t ing).  T h u s  p ro v id e r s ,  p a r t i c u l a r l y
p u b l i c  hospi ta ls ,  who c o n t in u e  to serve  e v e ry o n e ,  re g a rd le s s  o f  t he i r  
a b i l i ty  to pay.  are  at risk o f  not c o v e r in g  th e i r  costs. It is 
not s u r p r i s i n g  that  many  p r o - i d e r s  have  g ro w n  increas ing ly  r e l u c t a n t
to p ro v id e  c h a r i t y  ca re  to the m ed ica l l y  indigent .  In f a c t ,  m a n y  of
the s tates  tha t  have  ex a m in e d  the issue of  i n d ig en t  care  were  o r i g i ­
nally s tu d y in g  cost c o n t a i n m e n t  proposals .
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f a c to r s  because  in large par t ,  each is a f f e c t e d  by the
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be low 125 p e r c e n t  of  the  p o v e r ty  level  -- were  inel ig ib le  fo r  Med ica id  
an d  lacked p r i v a t e  hea l t h  in su ran ce  (Wilensky an d  B e rk ) . 1 1  In s u r ­
v ey in g  peop le  wi th  incomes below 150 p e rcen t  o f  the  f e d e ra l  pove r ty
level ,  C o lo ra d o  f o u n d  th a t  38 p e r c e n t  d id  not  h ave  p r i v a t e  hea l th  
i n s u ran c e  a n d  w e re  inel ig ib le  fo r  M ed ica re  an d  Med ica id .

O t h e r  c h a ra c t e r i s t i c s  of  people  a t  risk o f  be ing m ed ica l l y  
i n d i g e n t  a r c  age an d  place of  res idence .  D e p e n d i n g  on the  s ta t e ,  the 
two age g ro ups  most f r e q u e n t l y  i d e n t i f i e d  as h a v in g  the lowest levels 
o f  hea l th  i n s u ra n c e  c ove ra ge  ar c  c h i ld r e n  u n d e r  the  age  o f  18 an d  young 
a d u l t s  age 18 to 24 (or f r e q u e n t l y ,  18 to 35). People l iv ing  in ru ra l
a reas  and those re s id ing in the s o u th e rn  a n d  w e s t e rn  regions  of  the
c o u n t r y  also h av e  lower  hea l t h  in su ra nce  cove ra ge  levels ( M u l s t c i n ) . 1 2

S t a l e  In d igen t  C are  P rogra ms :  Findings

It is not  w ide ly  u n d e r s to od  that  for  yea rs  m a n y  s ta t es  -- o f t e n  in
c o n j u n c t i o n  wi th  local uni t s  o f  g o v e r n m e n t  -- have o p e r a t e d  p ro g r am s  to
assist  m ed ica l l y  in d ig en t  res idents .  Th i s  r e p o r t  is an in i t i a l  e f f o r t  
to d o c u m e n t  these p ro g r am s  in o r d e r  to assist  f e d e r a l ,  s t a t e  a n d  local 
p o l i c y m a k e r s  in dev e lo p in g  or m o d i f y i n g  th e i r  pol ic ies  a f f e c t i n g  hea l th  
ca r e  d e l i v e r y  . to t h a t  group.  T he  em p h as i s  o f  th is  r e p o r t  is on
s t a t e w i d e  p ro g ram s ;  p ro g ram s  s u p p o r t ed  by local o r  c o u n t y  g o v e r n m e n t s  
i n d e p e n d e n t  o f  s ta t e  e f f o r t s  arc  not i n c lu d ed  d u e  to the lack o f  d a t a
an d  l imi ted  s t a f f  resources .

Every  s ta te  has ad o p ted  legis la t ion  a u t h o r i z i n g  v a r io u s  levels o f  
g o v e r n m e n t  to p ro v id e  c e r t a in  hea l t h  an d  m ed ica l  ser vices  fo r  its
res iden ts .  An d in all but  three  s tates ,  c i t h e r  the  s t a t e  or  local 
g o v e r n m e n t  is cxp-cssly ob l igat ed  by law to p r o v i d e  at  least  some 
hea l t h  serv ices  to some in d ig en t  p o p u la t io n s  ( B u t l e r ) . 1 3  Th e re por t  
f o u n d  that  as of  Ju ly  1985, 34 s ta tes  had s ta te  i n d i g e n t  c a re  p ro g ra m s ,
w h ic h  ar c  s ta t e  p ro g ram s  des igned to assist  the  m e d ic a l ly  i n d i g e n t  an d  
a d m i n i s t e r e d  o r  f u n d e d  who l ly  or in par t  by the s ta te  g o v e r n m e n t .
P ro g ram s  t h a t  rely on f e d e ra l  monies  -- M ed ica id  an d  the  m a t e r n a l  an d
ch i ld  hea l th  block gr an t ,  for  e x a m p le  -- we re  s p e c i f i c a l l y  ex c lu d e d  as 
w e re  local p ro g ram s  th a t  serve only  a l imi t ed  region o f  the  s tate.

In the  16 s ta tes  tha t  do not h ave  a s ta t e  i n d ig e n t  ca re  p r o g r a m ,
coisnuc*. an d  m u n i c ip a l i t i e s  g e n e ra l ly  h ave  some legal re s p o n s ib i l i ty  
fi.ir p r o v i d i n g  med ica l  care  to the i r  res iden ts .  H o w e v e r ,  those r e q u i r e ­
ments  ten d to be r a th e r  gene ra l  an d  .m p rcc i se  l e ad in g  to b ro a d  v a ­
r i a t i o n s  ;n ben e f i t  coverage .  e l i g ib i l i t y  s t a n d a r d s  and. p ro g r a m  
a d m i n i s t r a t i o n .  Also, it is r a t h e r  co m m o n  th a t  co u n t i e s  su p p o r t i n g  a
p u b l i c  hosp i t a l  a rc  not onl y  r e q u i r e d  to p r o v i d e  ca re  to r e s id en t
indigenes  but  are  o f t en  exp e c t ed  to p r o v id e  care  to n o n re s id e n t  
i iu l igent s  R ecent  chang es  in F lo r ida  a n d  Texas p r o g r a m s  were,  m p a r t ,
ca used  by this  m o v e m en t  of  indigenes  across count ies .



O f  the  34 s ta tes  wi th i n d i g e n t  ca re  p rog ram s ,  IHPP id en t i f i ed  41 
p r o g r a m s  ( f iv e  s ta tes had  more  than  one p ro gram ).  A l th o u g h  each of  the
p r o g r a m s  is un iqu e,  they do have severa l  f e a t u r e s  tha t  a l low co m par i son  
in c l u d i n g  such p ro g r am  c o m p o n en t s  as f i n a n c i n g ,  e l ig ib i l i ty  s t an d a rd s ,
a d m i n i s t r a t i o n  and  b en e f i t  cove rage .  In an y  in d i g e n t  ca re  p rogram ,  the
s ta te  or  the  c o u n ty  must  as sume c e r t a i n  a d m i n i s t r a t i v e  func t ions :  
e s t a b l i s h in g  the  e l i g ib i l i ty  s t a n d a r d s ,  d e c id i n g  w h ich  medica l  services  
will be re im b u rse d ,  an d  process ing p r o v i d e r s ’ claims.  Seventeen s ta tes
a d m i n i s t e r  all c o m p o n e n t s  o f  t h e i r  i n d i g e n '  ca re  p ro g ram :  in the
r e m a i n i n g  seven te en ,  the  s ta t e  an d  the co u n t i e s  sh a r e  the a d m i n i s ­
t r a t i v e  re sponsibi l i t ies .

E igh teen  s tates  to ta l ly  f u n d e d  the i r  i n d ig en t  ca re  p ro gram s ,  and 
15 s ta te s  f i n a n c e d  the  p ro g r am s  jo in t l y  w i th  local g o v e r n m e n t s ,  us ual ly
count ie s .  T h e  s t a te- local  sh a r e  in those s ta te s  ra nged  f ro m  50 per cen t
s ta te  an d  50 per cen t  coun ty ,  to 92 p e r cen t  s t a t e  an d  8  p e r cen t  co u n ty .
While most  o f  the f u n d s  f o r  these p r o g r a m s  arc  d e r iv e d  f r o m  s tare  
g ene ra l  revenu es ,  a few s ta tes  rely on o t h e r  f u n d i n g  sources.  Those
c o u n t i e s  s h a r i n g  in the  f i n a n c i n g  o f  a s t a t e  i n d ig en t  ca re  p ro g ram
raise  r e v e n u e  t h r o u g h  a sales tax or  a p r o p e r t y  tax.  South  C a r o l i n a ’s 
p r o g r a m ,  to be i m p le m e n te d  in 1986, has  the  most u n iq u e  means  of
f u n d i n g  m a k i n g  sep a ra t e  assessments  on the co u n t i e s  a n d  on hospital  net  
p a t i e n t  revenues .  T w o  o th e r  s ta tes  -- F lo r id a  a n d  West V irg in ia
have a d o p t e d  an assessment  on hosp i t a l  r e v en u e ,  bu t  in both  s ta tes  the
re v e n u e  is used as the  s ta t e  m a tch  fo r  re cen t  ex p a n s io n s  in the i r
M ed ica id  program s.

F r e q u e n t l y ,  s ta t es  wi th s h a r ed  r e s p o n s ib i l i ty  del eg a te  re s p o n ­
s ib i l i ty  f o r  d e t e r m i n i n g  e l ig ib i l i t y  to the  co un t i e s ,  and assume
r e s p o n s ib i l i ty  for  the  orhe r  a d m i n i s t r a t i v e  d u t i e s  themselves .  In
tw e n t y  six s tates ,  the s ta te  g o v e r n m e n t  is re sponsib le  for  e s t ab l i s h in g
el ig ib i l i t y  s t a n d a r d s  fo r  the  in d ig en t  ca re  p r o g r a m s  whi le  in the  o t h e r  
e i gh t ,  the  co u n t i e s  ar c  to ta l ly  or p a r t i a l l y  re spo ns ib le  fo r  e s t a b ­
l i sh ing  e l ig ib i l i ty  s t a n d a r d s .  T h e  a d v a n t a g e  o f  the  s ta t e  se t t ing  the  
e l i g ib i l i t y  s t a n d a r d s  is t h a t  the  s t a n d a r d s  wi ll  more  l ike ly  be u n i f o r m
across  c o u n t y  lines.

T w e n t y - t w o  s ta t es  have  in d ig en t  ca re  p ro g r a m s  as soc ia ted  wi th  
s ta te  or  c o u n t y  gene ra l  as s i s t an ce  p ro g r am s .  G e n e ra l  a s s i s t ance  
p r o g r a m s  (also ca l led  gene ra l  re l ief .  home re l ie f ,  an d  poor r e l i e f )
p ro v i d e  c o n t i n u i n g  or e m e r g e n c y  income a s s i s t an ce  a n d  serve  as the 
u l t i m a t e  " sa fe ty  net" fo r  pour i n d i v id u a l s  a n d  f a m i l i e s  ine l ig ib le  fo r  
f e d e r a l l y - s u p p o r t e d  as s i s t ance  p ro g r a m s  l ike A F D C  a n d  SSI. In most  
i ns t ance s ,  the genera l  ass is tance  p r o g r a m  has a m ed ica l  c o m p o n e n t  so
tha t  all  those who uua l i fv  for  a id  are  e n t i t l e d  to receive  some 
m ed ica l  bene f i t s .

A c o m m o n  v a r i a t i o n  o f  the  s tate  in d ig en t  ca re  p r o g r a m  is (.he s ta t e
c r e a t e d  o p t i o n a l  p ro g ra m  p c v i d i n c .  s ta te  a s s i s t ance  fo r  p a r t i c i p a t i n g
c o u n t i e s  or towns.  In these s ta tes ,  the local uni t  o f  co v c r n m e . i t  is

-xi-



legally re sponsib le  for  p ro v id in g  care  to t he i r  m ed ica l ly  ind igen t
res idents .  An op t io n a l  s tate  p ro g ram  o f f e r s  to assist  the local uni ts  
of  g o v e r n m e n t  in m ee t ing thei r  ob l iga t io n ,  usual ly  t h ro u g h  a d m i ­
n i s t r a t i v e  or f i n a n c i a l  ass is tance .  If  the local un i t  of  g o v e r n ­
ment  e lec ts  not to p a r t i c ip a te ,  it must then  a d m i n i s t e r  its own 
pr og ram .

Ei gh t  s ta tes  o f f e r  opt ional  i n d igen t  ca re  p ro g ram s ,  fo u r  of w hi ch
are  t ied  to t h e i r  genera l  ass is tance  p ro g ram .  New J e r s e y ’s G e n e ra l
Assi s t ance -S ta te  Medical  Match p ro gram ,  for  ex a m p le ,  p ro v id es  a 75
pe rcen t  s t a t e  m a tch  for  medica l  services  p ro v id ed  to an y  in d igen t  
m ee t ing s ta te  e l ig ib i l i ty  c r i t e r i a .  N o n p a r t i c i p a t i n g  m u n ic ip a l i t i e s
must  f u n d  such p ro g r am s  to ta l ly  wi th  t h e i r  own dol lars .

S ix teen  o f  the  34 s ta tes  wi th  ind igen t  ca re  p r o g r a m s  cove r  both  
hospi ta l  an d  a m b u l a t o r y  services  s im i l a r  to those  m a n d a t e d  serv ices
pro v id ed  u n d e r  Med ica id .  By law,  M ed ica id  mus t  p r o v id e  i n p a t i i n t  an d  
o u t p a t i e n t  hosp i t a l  services ,  ph y s ic ian  services .  lab and  X - r a y  
p ro c ed u re s ,  r u r a l  hea l th  cl inics ,  home hea l th  serv ices ,  and ski l led
nu rs in g  f a c i l i t y  services .  F r eq u e n t ly ,  h ow ever .  s ta t es  put g re a t e r
re s t r i c t io n s  on services  p ro v id ed  u n d e r  t he i r  i n d ig en t  ca re  program s.
For  e x a m p le .  Ore gon  l imi ts i n p a t i e n t  hosp i t a l i z a t i o n  to IS d ays  per  
year  fo r  M ed ica id  re c ip ien t s  an d  12 d ay s  per  yea r  fo r  gene ra l  assis ­
tance  re c i pi en t s .  M ar y la n d 's  gene ra l  as s i s t ance  p r o g r a m  req u ir e s  a 
SO.50 c o p a y m e n t  on p re sc r i p t ion  d ru g s  but  makes  no such d e m a n d  u n d e r
its M ed ica id  pr og ram .

A n o t h e r  n ine  s ta tes  have more  l imi ted  cov e rag e  o f  i n p a t i e n t  an d
hosp i t a l  services ,  and  phys ic ian  services .  O f  the  r e m a i n in g  nine
s tates .  V e rm o n t  an d  Massachuset ts  cove r  a m b u l a t o r y  services  only ,  an d  
South  C a r o l i n a .  L o u i s i ana .  Miss issippi,  a n d  O k l a h o m a  l imi t  cov e ra g e  to
hosp i t a l  services.  Maine ,  Wisconsin an d  M o n t a n a  assist  the  co u n t i e s  in
f i n a n c i n g  i n d ig e n t  ca re  but  a l low co u n t i e s  to d ec id e  w h ic h  serv ices  to 
re im burs e .  T h e  s ta te  p ro g ram s  ra re ly  co v e r  long te rm  care.  In those 
t h a t  do  cov e r  such services ,  it usual ly  a c c o u n t s  fo r  o n ly  a smal l  p e r ­
ce n ta g e  o f  p ro g r a m  ex p en d i tu r es .

D u r i n g  f i sca l  yea r  I9S3. the s ta tes  and co u n t i e s  sp en t  more  t h an  
S2.3 b i l l ion  on the 41 programs.  Thi s  is in a d d i t i o n  to the  s t a t e s ’
sh a r e  o f  S16 bi l l ion for the M ed ica id  p r o g r a m  in FY 1983. T h e  S2.3
bi l l ion  is u n d o u b t e d l y  low because  not all c o u n t y  c o n t r i b u t i o n s  to the
p r o g r a m s  were av a i l ab le .  Nor does  the S2.3 b i l l ion  t ake  into ac c o u n t
s ta te  s p e n d i n g  on p ro g ram s  for  spec i f i c  d iseases or p o p u l a t i o n s  such as
fo r  renal  d ia lys i s ,  s ickle ceil an em ia  an d  h c m o p h e l i a  or p h a r m a c e u t i c a l  
as s i s t ance  to the e lder ly .  F in a l ly ,  it does  not i n c lu d e  the f u n d s
co u n t i e s  g ive d i r e c t l y  to hospi ta l s  to help  them  o f f s e t  the cost  of
u n c o m p e n s a t e d  cnrc.



O t h e r  S t a t e  P o l i c i e s  a n d  P r o g r a m s

F i n a n c i n g  a n d  a d m i n i s t e r i n g  s t a t ew id e  i n d ig en t  care p ro g r am s  is
c e r t a i n l y  the  most s i g n i f i c a n t  op t ion  the  s ta tes  h av e  chosen to assist
the  m e d ic a l ly  i n d ig en t ,  a l t h o u g h  o th e r  a l t e r n a t iv e s  do exist .  For
ex a m p le ,  seve ra l  s ta tes  have hea l th  p ro g r am s  des igned  to reach  a smal l
t a rg e t  p o p u l a t i o n  or s u p p lem en t  ex is t ing  f e d e ra l ,  s ta te  or local ly
f u n d e d  m ed ica l  service  programs.  Since the  range of serv ices  and
n u m b e r s  o f  people  they serve can be q u i t e  l im i ted ,  these p ro g ram s
shou ld  be v iew ed  as su p p le m e n t in g  r a th e r  than  s u b s t i t u t i n g  fo r  s ta te  
i n d i g e n t  c a r e  p rograms.

M a n y  p ro g r am s  a t t em p t  to p ro v id e  some as s i s t ance  for  people
s u f f e r i n g  f r o m  sp ec i f i c  diseases or a f f l i c t i o n s  such as s ickle  cell
a n e m i a ,  c a n c e r .  hem o p h i l i a ,  b l indness ,  an d  tubercu los is .  A n o t h e r
a p p r o a c h  is to p ro v id e  ass is tance  to a sp ec i f i c  popu la t ion .  Five
s ta tes  f u n d  p h a r m a c e u t i c a l  ass is tance  p ro g r am s  for  low income aged or
d i s a b l e d ,  f o r  ins tance .

A n o t h e r  a l t e r n a t i v e  involves  the ap p l i c a t i o n  o f  the  s ta t e ' s
a u t h o r i t y  to e x p a n d  the  a v a i l a b i l i t y  an d  co m p r e h e n s iv e n e s s  o f  i n s u ran c e
c o v e r a g e  t h r o u g h  the p r iv a t e  hea l th  i n su ran c e  m a r k e t  place.  As of
Apri l  1985, n in e t ee n  s tates  had enac ted  laws r e q u i r in g  in su re r s  to
p e r m i t  those whose  heal th  i n su ran c e  pol icies  h ave  been t e r m i n a t e d ,
usua l ly  as the resul t  of  lay -o f fs ,  to c o n t i n u e  the i r  pol ic ies  fo r
a n y w h e r e  f r o m  30 d ay s  to one year.  P o l i c y h o ld e r s  pay the  e n t i r e
p r e m i u m  b u t  b e n e f i t  f r om  g ro u p  rates  r a th e r  than  h a v in g  to pay more
e x p e n s iv e  i n d i v id u a l  rates.  T h i r t y - o n e  s ta tes  h av e  also en a c ted
c o n v e r s io n  s t a tu t e s  r e q u i r in g  ins ure r s  to pe r m i t  those whose pol ic ies
have  been t e r m i n a t e d  to conve r t  f rom  gr oup  to i n d i v id u a l  policies.

N in e  s ta t es  ( C o n n e c t i c u t ,  F lo r ida .  I n d i a n a .  M innes o ta ,  M o n t a n a .
N e b r a s k a ,  N o r t h  D a k o ta ,  R h o d e  Island a n d  Wisconsin)  have e s t ab l i sh ed  
c o m p r e h e n s i v e  hea l th  i n s u ran c e  associa t ions ,  more  f r e q u e n t l y  ca l led  
"risk pools." T h ese  pools a r e  des igned  to m a k e  a v a i l a b l e  a hea l t h
b e n e f i t  p l an  to i n d i v id u a l s  u n a b l e  to o b ta in  co ve ra ge ,  even t h o u g h  they
ca n a f f o r d  re a s o n ab le  p rem ium s ,  because  o f  t h e i r  poor hea l th  s ta tus .  
T h e  p r e m i u m s ,  set u n d e r  these s ta te  p r o g r a m s  fo r  the  so -cal led  "un-
in su rab los"  tend to be expens iv e ,  r a n g in g  f r o m  125 to 150 p e r cen t  o f
those c h a r g e d  to s t a n d a r d - r i s k  po l i cy ho lder s .  So fa r .  no s t a t e  has
been w i l l in g  to subs id iz e  the cost o f  p r e m i u m s  for  lo w - in co m e  people.

A la s k a  an d  R h o d e  Island o pe r a te  c a t a s t r o p h i c  hea l th  i n s u r a n c e
p r o g r a m s  d e s ig n e d  to m i t i g a te  the f i n a n c ia l  e f f e c t s  o f  l en g th y ,  cos t ly
il lnesses.  (M a in e  o p e r a t e d  a p ro g ram  fo r  severa l  years ,  bu t  it was
a m e n d e d  in 19X5 to cove r  o n ly  a m b u l a t o r y  ca re .  C a t a s t r o p h i c  i n p a t i e n t  
hosp i t a l  cos ts ar e  cove red  u n d e r  the s t a t e  ra te  se t t ing  p ro g ram .)  
Ih  esc s t a t e  c a t a s t r o p h i c  p r o g r a m s  ar e  des igned  to be the p a v e r  o f  last

fu l l  v e x h a u s t e d  b e f o re  the s t a t e ' s  c o n t r i b u t i o n  begins ,  and  the  per son
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is l iable fo r  s izable  d e d u c t ib l e s  an d  copaym en ts .  T ne  s ta te  p ro g ram  
then  assumes re sp onsib i l i ty  fo r  a po r t io n  o f  the r e m a in in g  expenses .  
Se t t in g  the d e d u c t i b l e  h igh -- tha t  is, r e q u i r i n g  the a p p l i c a n t  to 
spend  a c e r t a i n  a m o u n t  b e fo re  bec om ing  e l ig ib le  -- d is courages  p a r t i c i ­
pa t ion  by people  who  are  poor.  In R h o d e  I r land ,  for  ex am p le ,  the 
m i n i m u m  d e d u c t i b l e  is the g re a t e r  of  S I , 035 or 10 p e r cen t  of  income for
those wi th  c o m p re h e n s i v e  hea l th  in su ra nce .  T ho se  w i th o u t  hea l th  
i n s u r a n c e  a-c  r e q u i r e d  to pay the g r e a t e r  of  5 1 0 ,3 5 0  or 50 p e r cen t  of 
a l l o w ab le  income.  Both p ro gram s  h av e  s u b s t a n t i a l l y -  in c re ased  thei r
d ed u c t i b l e s  in the past  few years  to t arge t  b e n e f i t s  to people  s u f ­
f e r i n g  c a t a s t r o p h i c  il lnesses an d  to contro l  costs.

T h e  f in a l  o p t ions  d iscussed invo lve  the  use o f  the s t a t e s ’
r e g u la to ry  a u t h o r i t y  to e x t r a c t  some level o f  c h a r i t y  ca re  f rom
i n s t i t u t i o n a l  p ro v id e r s  or (n ens ure  t h a t  all t h i rd  p a r ty  p aye rs  snare
even ly  in the b u r d e n  o f  f i n a n c i n g  ca re  for  the med ica l ly  ind igen t .  
Four  s ta tes  plus  the Dis t r ic t  of  C o lu m b ia  have a d o p t e d  pol ic ies tha t ,  
u n d e r  cc r , . . in  c i r c u m sta n ce s ,  tic c e r t i f i c a t e  o f  need (C O N ) a p p r o v a l  to 
the a p p l i c a n t ’s c o m m i tm e n t  to p ro v id in g  c h a r i t y  care.  G eor gi a  i ssued a
re g u la t io n  in 1984 that  r eq u ir e s  par t i e s  p u r c h a s i n g  or leas ing a pub l i c  
hospi ta l  to p ro v id e  an a m o u n t  o f  c h a r i t y  ca re  eq u a l  to 3 p e r cen t  of  the 
hospi ta l  gross r e v en u e  for  the sale c r  lease to be a p p ro v ed .  South  
C a ro l in a  has ad o p t e d  a pol icy that  re qu ir e s  all h e a l th  ca re  fa c i l i t i es  
to i n c lude  an in d ig en t  ca re  p lan  in the i r  C ON ap p l i ca t i ons .

Four  s tates  -- M a r y la n d .  M assachu set ts ,  N e w  Jer sey ,  an d  N ew  York 
-- have  i m p le m e n ted  so-cal led  a l l -p a v e r  hosp i t a l  r a t e  s e t t in g  p rogr am s.  
( D u r i n g  the p r e p a r a t i o n  o f  this  repor t ,  h ow e ver ,  M a s s a c h u s e t t s ’ a n d  New 
Y o r k ’s M ed ica re  wa ive rs  were t e r m i n a t e d  a n d  not  renew ed .)  Each sys tem
o pera te s  d i f f e r e n t l y ,  but  all inc lude  some p ro v i s ion  fo r  u n c o m p e n s a t e d ’ 
care.  For ex am p le .  New J e r s e y ’s sys tem is based on DRGs.  T here ,
hospi ta ls"  p ay m e n t s  arc  incr eas ed  by an  u n c o m p e n s a t e d  ca re  f a c t o r  tha t
re f lec ts  its ra t io  o f  u n co m p e n s a t ed  ca re  to gross revenues .  Massa­
chuse t t s  — w hich  has a s ta t e  in d ig en t  ca re  p r o g r a m  th a t  cove rs  only
serv ices  d e l iv e r ed  o u t s id e  o f  a hospi ta l  se t t ing  -- r e q u i r e s  hospi ta l s  
to p r o v id e  c h a r i t y  ca re  in o r d e r  to receive  p a y m e n t  fo r  u n c o m p e n s a t e d  
care.  Wisconsin and  Washington  have  ra te  se t t ing  m ech a n i sm s  chat do  
not  i n c lude  a M ed ica re  waiv er .  T h re e  o t h e r  s ta t es  -- C o n n e c t i c u t ,  
Maine ,  an d  West V irg in ia  -- a r e  in the  process  of  im p le m e n t in g  m ul t i p l e  
or a l l - p a y e r  hospi ta i  rate se t t i ng  programs.

In 1984, 1 4  s tates  had o r g a n iz ed  g u b e r n a t o r i a l  or leg is la t ive
s tu d y  com m iss io ns  to deve lo p  pol icy r e c o m m e n d a t i o n s .  3y A u g u s t  ’: ‘385,
an a d d i t i o n a l  8  s tates  had a d o p ted  legi s la t ion  r e q u i r i n g  the s ta te  to 
s tu d y  the issue and fo u r  of the  14 s ta tes  o f  198-4 had a d o p t e d  leg is ­
lat ion  r e q u i r in g  f u r t h e r  s tudy  o f  the i ssue . 1 4  With 15 to 16 percent  
o f  the n a t i o n ’s p o p u la t i o n  u n i n s u r e d ,  a n d  wi th  the  p u b l i c  an d  p r iv a t e
sectors  c o n t i n u i n g  to im p le m en t  cost c o n t a i n m e n t  s t ra t eg ie s ,  the  sea rch  
fo r  Sw!u:;.:nr. ens ur e  g r e a t e r  access to 'veil '*'  care  sc-viee* fo r
i n d i g e m s  will u n d o u b t e d l y  r e m a in  one of  the m a j o r  p r io r i t i e s  o f
f e d e ra l ,  s t a t e  and local pol icy m ak er s  over  the nex t  f e w  years.
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P A R T  B: L I S T  O F  P R O G R A M S  I N  S T A  T E  P R O F IL E S

T h e  f o l l o w i n g  t a b l e  l i s t s  t h e  p r o g r a m s  i n c l u d e d  i n  e a c h  s t a t e ' s  
p r o f i l e -  T h i s  t a b l e  r e p r e s e n t s  t h e  p r o g r a m s  i d e n t i f i e d  b y  t h e  
s t a t e s  a s  o f  J u n e  1 9 8 4  p l u s  r e c e n t l y  ( 1 9 8 5 )  a d o p t e d  l e g i s l a t i o n  
c r e a t i n g  a  s t a t e  i n d i g e n t  c a r e  p r o g r a m  f o r  t h e  s t a t e s  o f  A r k a n ­
s a s ,  S o u t h  C a r o l i n a ,  a n d  T e x a s .

A l l  f i n d i n g s  i n  t h e  E x e c u t i v e  S u m m a r y  a n d  C h a p t e r  I I I  a r e  b a s e d  
o n  t h e s e  p r o g r a m s  a s  t h e y  e x i s t e d  i n  J u n e  1 9 8 4 .  I n i t i a l s  i n  
b r a c k e t s  i n d i c a t e  t h e  s h o r t h a n d  n o t a t i o n  u s e d  t o  i d e n t i f y  t h e  
p r o g r a m s  l i s t e d  i n  t h e  c h a r t  " C h a r a c t e r i s t i c s  o f  S t a t e  I n d i ­
g e n t s  C a r e  P r o g r a m s . "  O t h e r  1 9 8 5  l e g i s l a t i o n  m a k i n g  s i g n i f i ­
c a n t  c h a n g e s  i n  s t a t e  i n d i g e n t  c a r e  p r o g r a m s  o r  i n d i g e n t  c a r e  
p o l i c i e s  ( s u c h  a s  N e v a d a )  a r e  a l s o  i n c l u d e d .



Page 56 C hapter IV

P R O G R A M S  I N  T H E  S T A T E  P R O F I L E S  

J U N E  1 9 8 4

S t a t e  P r o g r a m  P a c e

A l a b a m a I H e a l t h  C a r e  R e s D o n s i b i 1 i t y
A c t  { H C P . A }  .  ............................................................................................... /■ aO 3

I I C a n c e r  S c r e e n i n g  A n c  T r e a t m e n t
f o r  I n d i c e n t s  ............................................................................................... / 1

A l a s k a I G e n e r a l  R e l i e f  M e d i c a l  { G R - M }  .  .  . 7 3
I V C a t a s t r o p h i c  H e a l t h  I n s u r a n c e  .  .  . 7 5

A r i z o n a ▲ A r i z o n a  H e a l t h  C a r e  C o s t
C o n t a i n m e n t  S y s t e m  { A h ’ C C C S }  . . . . 7 9

A r k a n s a s I A .  I n d i c e n t  H e a l t h  C a r e  P r o g r a m
{ 1 9 8 5 }  .................................................................................................................. 8 3

3 .  U n i v e r s i t y  o f  A r k a n s a s  f o r
M e d i c a l  S c i e n c e s  ................................................................... 5 4

I I H i g h - R i s k  M a t e r n i t y  P a t i e n t s  .  .  . 3 4

C a l i  f o r n i a A .  C o u n t y  M e d i c a l  S e r v i c e s
P r o g r a m  { C M S ? }  ............................................................................ r *  *—
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3 .  C o m m u n i t y  M a t e r n i t y  P r o g r a m
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To facilitate discourse and improve the formulation of policy, .? îear distinction 
should be made between financially catastrophic and high-cost health care 
expenditures. I propose that 'financially catastrophic” be used to describe cases 
whose expenditures are large relative to ability to pay (e.g., when out-of-pocket 
medical expenditures exceed 15% of annual family income) and that “high cost'' 
describe cases whose total expenditures exceed a set amount (e.g., S10,000 in a 
year’s time) regardless of source of payment or ability to pay. Using these 
d:stinctions, I show how third-party coverage and other resources determine 
whether a high-cost case or illness is also financially catastrophic. I illustrate the 
usefulness of the proposed categorization by applying it to several current policy 
issues.

The mid-1980s are seeing a resurgence of concern 
about catastrophic health care expenditures and 
a consequent increase in the attention given to cat­
astrophic health insurance proposals. However, 
despite the familiarity of the topic—interest in 
these issues has been ebbing and flowing for 
decades —or perhaps because of it, the meaning 
of terms like catastrophic illness, catastrophic 
medical expenses, and catastrophic health care 
costs is not as unambiguous as might be expected. 
Often such terms are associated with cases of se­
rious injury from traffic accidents, newborns with 
severe congenital problems, persons afflicted with 
lingering cancers, and, lately, victims of acquired 
immune deficiency syndrome (AIDS). Some 
would argue, however, that much less dramatic 
illnesses can also be catastrophic if they strike peo­
ple who are poor and have no health care cover­
age. not even Medicaid. For such people, even rel­
atively modest amounts of medical care for 
common illnesses like an acute urinary tract in­

fection and a strep throat are apt to be financially 
ruinous and, in that sense, catastrophic.

Distinguishing from one another such differ­
ing conceptions of what constitutes a catastrophic 
health care expenditure is important because it 
influences how we approach public policy issues 
that involve large sums of money and affect some 
of our most vulnerable citizens. This article offers 
a classification scheme and a definitional guide 
intended to facilitate the analysis and formula­
tion of policy in this area.

Financially Catastrophic Cases and 
High-Cost Cases

Some of the work on catastrophic health insur­
ance makes an explicit distinction between health 
care expenditures that are large in relation to th-. 
patient’s ability to pay and those that are deeme; 
high because they exceed a specified amount . 1 Be­
cause no labels have been applied consistently u- 
these two categories, 1 propose that the tern
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financially catastrophic case be restricted to situ­
ations in which expenditures arc considered large 
relative to the patient's ability to pay, as deter­
mined by the extent of third-party coverage and 
other resources available to pay for care. The term 
applies, for example, to out-of-pocket medical ex­
penditures that exceed 15% of annual family in­
come . 1 Similarly, I propose that the term high- 
cost case refer to instances where expenditures ex­
ceed an amount considered to be large, without 
regard to source of payment or ability to pay. By 
that definition, Birnbaum’s study of persons with 
more than $5 , 0 0 0  in total annual health expendi- 
:ures incurred in 1974 was an examination of high- 
cost cases. 1

Distinctions and Basic Pairings
.'t is important to distinguish between financially 
catastrophic and high-cost cases because all too 
often it is assumed that the two are identical. They 
are not; rather, as Figure 1 illustrates, they over­
lap. A case that is high cost is not necessarily cat­
astrophic as well. Whether it is or not often de­
pends on third-party coverage. To take an obvious 
example, someone who has truly comprehensive 
health care coverage with no cost-sharing features 
will never face catastrophic health care expendi­
tures, even if the expenditures for that person 
ireatly exceed the high-cost threshold. That is one 
of the situations that arise from the relation

among high-cost cases, financially catastrophic 
cases, and the combination of third-party cover­
age and other resources that determines ability 
to pay for care. All possible combinations of these 
factors are identified in Figure 2, including the 
following three basic pairings of catastrophic and 
nigh-cost attributes;

Simultaneously catastrophic and high cost. 
High-cost cases are financially catastrophic 
whenever third-party coverage proves inadequate 
and there are insufficient other resources to cover 
costs without creating hardship (cell 1 in Fig. 2) 
or when there is no coverage at all and other re­
sources are not enough to compensate (cell 2 ).

High cost but not catastrophic. A high-cost case 
will not be financially catastrophic if the combi­
nation of coverage and other resources is adequate 
to cover the expenditure (cell 3) or. in the absence 
of coverage, if the other resources aione are suf­
ficient (cell 4).

Catastrophic yet not high cost. A case can be 
financially catastrophic even though it is not high 
cost when the combination of coverage and other 
resources is inadequate even for expenditures that 
are below the high-cost threshold (cell 5) or when 
the lack of any coverage is not made up by other 
resources, even when expenditures are not high 
cost (cell 6 ).

The relative size of all these categories depends 
in part on now certain elements of the definition
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Figure 2. The relation among high-cost cases, financially catastrophic ones, and third-party coverage

are specified, including setting the threshold for 
separating cases into those that are high cost and 
those that are not and determining how ability 
to pay for care is to be determined. Such defini­
tional issues are examined separately in this arti­
cle, following further discussion of the need for 
and utility of the basic conceptual distinctions just 
made.

Applicability to Catastrophic Health Coverage
The framers of some catastrophic health cover­
age proposals and programs assume implicitly 
that a financially catastrophic case is nothing but 
a high-cost case for which third-party coverage 
proves inadequate in financially shielding the per­
son or family, resulting in out-of-pocket expen­
ditures that outstrip the person's or the fami'v’s 
ability to pay. Given this perspective, it is an unin­
tended and unexpected outcome when the cata­
strophic program turns out to appiy to cases that 
are not high cost but are nevertheless catastrophic 
because coverage is inadequate or nonexistent and 
income and other resources are so low that even 
small expenditures can be overwhelming (this cor­
responds to cells 5 and 6  in Fig. 2).

A case in point is the Catastrophic Illness Pro­
gram (CIP) passed by the Maine legislature in
1974. Deprczct al., in their evaluation of the CIP. 
characterized the early experience of that pro­
gram. irom 1975 to 1980. as follows: “The leeis-

iaturc intended the program for persons with ex­
traordinary medical expenses whose private heaiti 
insurance benefits were not adequate to cover the*: 
expenses, leaving them vulnerable to a loss of their 
assets (house, car, etc.) However, most of tne 
beneficiaries of the program were not among this 
group; it was the poor, the unemployed, the unin­
sured, and those without resources who were the 
primary beneficiaries of the Maine CIP during 
this time period.”J 

Between 1975 and 1980, the average amoun: 
paid per recipient was S2.110, and 95cio of claims 
were for amounts under SI,000. In 19S1. eligibil­
ity rules for CIP were reformulated to conform 
more closely to the original intent of providing 
relief only for financially catastrophic cases tha: 
result from high-cost expenditures not sufficiently 
covered by insurance. This kind of redirection o: 
the program five years into its existence would no: 
have been necessary if the original design had bee:: 
based on a clear understanding that not ail finan­
cially catastrophic cases are also high cos-..

Data on Subgroups
Another indication that the distinctions re twee: 
financially catastrophic and high-cost cases arc 
often overlooked is the lack of data on now mam 
people fall into each of the cells in Figure 2. eve: 
though four tr ajor efforts were made in the ixtv 
decade to estimate the number of people wn.
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•night qualify for catastrophic health insurance 
n the United States. In two instances the focus 
vas exclusively on high-cost cases, yielding only 
estimates of the number of persons who incurred 
..nnual medical expenditures in excess of speci­
fied amounts . 3

The other two studies went further and con- 
idered both high-cost cases and financially cat­

astrophic ones . 0 One of the two. by the Congres­
sional Budget Office (CBO), estimated that in 
:978 about 9To of all families would incur cata- 
tropnic expenditures, which the CBO defined as 

cut-of-pocket expenditures greater than l5To of 
cross annual income. The CBO also estimated 
nat 28oro of families with incomes beiow 55.000 

•vouid have catastrophic health expenditures in
197S. in contrast to only .2% of families with in­
comes above 520,000. which is consistent with 
aigher-income famiiies having better health insur­
ance coverage and generally greater financial re­
sources. None of the CBO estimates, however, 
provide counts of persons or famiiies for the ceils 
in Figure 2, such as the number of people who 
are both high-cost and catastrophic cases or who 
incur financially catastrophic expenditures even 
though they are not high-cost cases. Yet, as 
Maine's CIP experience illustrates, knowledge 
about such subcategories is important if reason­
able predictions arc to be made about the effects 
of any catastrophic health program.

Differences in Policy Concerns
From a broader perspective, the basic policy con­
cerns associated with financially catastrophic 
cases differ from those that relate to nien-cost 
ones. The iong-.vtandini> interest in mose who in­
cur tittanciaily catastrophic health care expenoi- 
.ares stems from a desire to protect people stricken 
by lilness irom nearing t.'ie additional Iniruen m 
v.were financial hardship or even linancial rum 
hrouant on by <he costs of care, ['he continued 
interest in catastrophic heaitli insurance over ihe 
ears— ind .is recent reemeraence nto lie 

•pothelit -  most', io the sironain oi mis Micial mi- 
.active.

: v̂ contrast. : :u concern wnii tnaii-cosi cases 
more recent .mu ;s more cioseiv .I'snci.ueu w un 

i forts to contf' i  tteaitii care costs. ..ireciv oecau-e 
.;a:i- o*t w.-e-- ccouiit t  i . . - tnonnrvuaie  
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t r ibut ion/ any success in reducing expenditures 
for this relatively small group will have a large ef­
fect on the system as a whole. It is therefore an 
inviting target for cost control efforts, even if. as 
a CBO study found, the amounts spent on such 
nigh-cost cases are not growing faster than total 
health care expenditures. ’

Financially Catastrophic illness ana 
High-Cosi Illness

Basic Definitions
Although catastrophic illness is often used syn­
onymously with both Financially catastrophic 
cases ano hign-cost cases as tnose terms have been 
defined here. :t is more meaningful to reserve the 
term financially catastronnic illness for diseases 
or conditions that have a nigh prooaoility of 
resulting in financially catastropnic cases. By the 
same token, high-cost illness ought to refer to dis­
eases that frequently resuit in high-cost cases.

To illustrate, a financially catastrophic lilness 
might be one for which more tnan haif the pa­
tients must pay out-of-pocket expenses that are 
greater than laTo of family income. Similarly, 
high-cost illness may be defined as any illness or 
condition thai requires average total expenditures 
per case of more than $10,000 per year. End stage 
renal disease (ESRD) would easily fit this defini­
tion of high-cost illness, since mean health care 
expenditures associated with the disease exceeded 
523.000 per person per year in 1981. '’ However. 
ESRD stopped being a financially catastrophic 
illness in 1973. when the Medicare program was 
extended to cover vjrtuallv anyone .itdieted hv 
ESRD. The subsequent shift in the toeus of noitcv 
;i lust rates some key differences pet ween meti-cos: 
did catastronnic tilnesses.

,’riur to ESRD wa> tecocnt.cu .i> : v : r  
a nign-cosi and a itnanciaiiv caia-ironmc itittc". 
m i  ii was discussed nriiii.truv :n term.' ot 
•Mronlncaitnmitcs and attention cittctcdon 
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lo p iv u v i .  warn-." c.e:uuiiuii'Oi catastrophic 
:mc lugn-eo cii'c... preuie'.ake Parallels cm-.! iu 
iwee;: live iw>> o: concent'. Catastrophic ili- 
ivjssc-'. like nnaticiaiiv catastrophic eases, can k  
dntuc.: m tf tnos- in;-.: arc ingii com and those 

a1.' no.. tenectinc cncrcnccs in the cove- 
aev .tv.mantc v  the disease ana in the resource 
>'• itu'se a!n:c'.e_. v onverset.. me teveis ot eovri- 
aee ana otner resources o; tnc'se wno are alTlicteo 

erven nien-eosi inness wiii determine wneuic 
tiia: illness >> also irnaneiai;'. catastrophe.

Tnere are. nowevcr. also dii terences Pet ween lire 
two sets oi concept-. The locus ot' financially cat­
astrophic and high-cos; cases is on the individtt- 
als or lamilies w no incur total health expenditures 
tnu: exceed eitner their ability to pay or a set. large 
amour.:. By contrast, financially catastrophic and 
high-cost iiinesses locus on specific diseases, those 
likeiy 1 0  rcsuit in expenditures that are high in re­
lation to either ability to pay or a set threshold, 
in otner woras. the unit of observation for finan­
cially catastrophic and hign-cost cases is the in­
dividual or the famiiy, whereas lor financially cat- 
astropnic and hign-cost illnesses it is the disease.

Consistent with this, the time span used in 
defining each may differ. The episode of illness, 
where i: can be readiiy specified, is a more apt 
definitional basis tor diseases than a calendar year 
or other fixed time span. Tiiese and other basic

diftereuce' a n d  M i n i i a r i t i c -  ir .  d c :  mutonai tern:- 
a:. Minunari/cd t: lam.

Niecifuuiion nl Detinitionul l.iemeni-

Although tnc characteristic' in lahic I arc hcip- 
lnl in distinguishing among tnc tour major cate­
gories ol cases and ilinessC' that are financial!;, 
catastrophic or high cost, lurtiicr specification of 
these and other characteristics is needed 1 0  Hilly 
define eacli categors.

Unit o f Onservatior.
i-or high-cos: or catastrophic case.-, the uni; ol 
observation can oe eithei the individual or the 
lamilv. II income, third-party coverage. and ai! 
the other resources tliai may pc calied upon to 
pay for health care costs are important consider­
ations—as when the locus is on linancialiy cata­
strophic ca ses - th e  tamily is likeiy to oe tnc mon 
meaningful unit of observation. More olten than 
not. resources to pay lor care are pooied a; the 
family level.

Time Span
Although one year is the time span most com­
monly used when considering health care expen­
ditures, it may prove more meaningful, for both 
high-cost and financially catastrophic illnesses, 
to add up expenditures over the episode of iliness. 
Similarly, if the concern is adequacy of protec­
tion, it may be more useful —though not neces­
sarily easily accomplished —to consider expendi­
tures accumulated during the variously defined

Table Categorization of large health care expenditures: Definitional characteristics
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r
•benefit periods" stipulated in many types of 
hird-party coverage.

Expenditures can also be examined over periods 
cnger than one year, to identify those cases that 
.re high cost not as a result of a single, costly nos- 
-itaiization but, rather, through a long succession 
•f relatively small but frequent expenditures. If 
:en a stream of expenditures is eveniv divided 
etween two years, for example, an examination 
f each year’s expenditures may not reveal the 

-resence of the high-cost case. Similarly, if the 
•xoenditures end shortly after the start of a caien- 
ar year, or begin toward the year’s end. the case 
ul not emerge from anaiyses of that single year, 
luitiyear expenditures may also help identify 

.-.gh-cost cases that involve very large expenoi- 
••I’-es. since it. has been shown, at different times 
.nd in different settings, that people with high 
.xpenditures in one year are much more likeiy to 
•ave high expenditures in subsequent years as 
-eii. 12

■bility io Pay
ly the definition proposed here, a case is finan- 
:ially catastrophic if health care expenditures ex- 
teed the affected person’s or family’s ability to 
:av. Much depends, therefore, on how ability to

pay is defined. In general, ability to pay for health 
care is viewed in terms of a person’s or family’s 
total financial resources minus total nonhealth, 
nondiscrctionary expenditures.

It is useful, in this context, to divide total re­
sources into three components: third-party health 
care coverage: income from ail sources: and 
wealth, consisting o f ail accumulated assets. To 
date, most catastroDhic heaith insurance programs 
and proposals have taken into account only the 
first two components, third-party coverage and 
income. They consider tnira-pariy coverage inas­
much as they focus on out-of-pocket health ex­
penditures, thereby deducting from the obligation 
for health exDenditures the amount covered by any 
third party, income is usually the measure ov 
whicn an out-of-pocKet expenditure is considered 
financially catastrophic (see tne examples in Ta­
ble 2). Given the potential for income to be suo- 
stantially reduced by iliness. it is imDortant to 
measure the actuai income while neaiih care ex­
penditures are being accumulated, rather than for 
some prior period.

Although some catastropnic heaith insurance 
proposals, such as the Martin oiil (see Tabie 2), 
recognize ability-to-pay differences across income 
groups, very few do within income groups. One

Financially Catastrophic and High-Cost Cases

"able 2. Criteria for defining catastrophic expenditures from a sample of actuai 
inri proposed catastrophic health insurance plans
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that did is Maine’s Catastrophic lilness Program. 
Between 1981 and when it was discontinued, in
1984. that program required that, to quality, a per­
son have out-of-pockci expenditures lor health 
care that exceeded a sum equal to 30% of net in­
come plus 10% of net worth over S20.000. Al­
though differences in wealth were recognized in 
this particular program, variations in the obliga­
tions people face have not been taken into account 
in this or other similar programs, except some­
what indirectly in Alaska's Catastrophic Illness 
Program. To qualify for that program, as of 1985 
a person had to exceed S5.000 in out-of-pocket 
expenditures (S7.500 in cases of pregnancy and 
childbirth). Beyond that amount the program 
covers only a portion of  the expenditures, and the 
state's share is determined according to a formula 
that takes into account family size — representing 
one form of obligation — in addition to gross tam­
ily income and assets."

From the perspective of differences in ability 
to pay, most catastrophic health coverage pro­
grams are structured differently from our taxa­
tion system. In determining our liability, the tax 
code makes allowance for individual differences 
in obligations by, for example, granting exemp­
tions for dependents, and certain types of casu­
alty losses are similarly recognized. In addition, 
property taxes give explicit recognition to wealth 
as a resource. Within health care, eligibility rules 
for the Medicaid program take into account as­
sets such as bank accounts and life insurance poli­
cies, as well as differences in obligation repre­
sented by family size. Although most current 
definitions of ability to pay for catastrophic health 
expenditures could be broadened to encompass 
differences in wealth and obligations, it is never 
easy to settle on a satisfactory definition of abil­
ity to pay, whether for taxation or for any other 
purpose, even when the basic objectives to be 
served are relatively clear."

Hm/i-Cost Threshold
.Setting a threshold for hign-cost cases presents 
a different problem. It is not clear, a priori, at 
what point a health care expenditure ought to be 
considered high. Some of  the thresholds used in 
the past seem to owe more to numerology than 
to theoretically based rationales." For example, 
there seems io be a preterence lor round num­
bers that are multiples o f  five, with S5.000 find­
ing particular favor in the mid-1970s.”-

To bemeaninglul. the specification ot luch-eosi 
thresholds has to reflect the underlying concerns 
that have drawn attention to high-cost cases. Be­
cause the worry is that these cases arc straining 
society's resources, the specific locus of policy 
on containing expenditures lor what are perceived 
to be a relatively small number of very costly 
cases, to thereby achieve disproportionately larce 
savings. A threshold based on this cost contain­
ment focus therefore must capture the group o* 
cases that accounts for a disproportionate amount 
ol resources. One approach is to set the thresn- 
old to correspond to the 90th, 95lh, or even tnc 
99th perceniiie or the distribution oi individual 
expenditures (or any other percentile, wncther 
divisible by five or not). The iop 10% of case- 
have been found to account lor up to 70% of to- 
tal expenditures, whereas the top 5% and 1% ac­
count for up to 50% and 25%. respectively, c  
the toiai."

/nclusiveness of Expenditures
The inciusivcness of health care expenditures car 
aiso be an issue, ideaily. all healtn care expendi­
tures incurred by a person or a famiiy snould be 
taken into account. A number of studies of hign- 
cost cases, however, have been based oniy on ex­
penditures for hospital care, mostly because o: 
the more ready availability of data from hospi­
tals. 18 In some instances the exclusions are more 
deiibcrate, as when expenditures for nursing 
homes or mental health institutions are not in­
cluded because the focus is on the type of acute 
care that most health insurance mechanisms 
cover. 19 A more difficult issue is whether to in­
clude, under a broad definition of health care ex­
penditures. what many consider to be largely dis­
cretionary expenditures, such as those for 
orthodontia, cosmetic surgery, and psychotnerapy.

Implications- for the Formulation of Policy

The foregoing has direct implications for the for­
mulation of policy in several areas, inciuding sue:, 
current issues as health care coverage for victim- 
of AIDS, the design oi a national catastronn;.. 
health care coverage program, anu catastronnic 
coverage for Medicare beneficiaries.

.-I IDS as a Hieh-Cost and a Finanautn 
Catastrophic Illness
One aspect of the current epidemic of AIDS Mu 
has received relatively little systematic examma-
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• I AiDSthat 
;t:c exanimu-

:j :i is the cost of health care services for the dis- 
..ise and the ways in which this care has been 

r.anced. To date only hospitalization costs for
• iDS have been reported in the literature, and. 

. .-..iracteristically for the examination of a high­
est hiness, they are expressed as costs per case.

• .t ier than per hospitalization or per year. The 
tures span a broad range, from a mean nospi- 

i.izution cost per case of 527,500 based on data 
.cm Maryland20 to an ts. imate of 5142,000 de- 
•od from New York anc’ San Francisco data . 21

: re generally, it has been suggested that every 
_se of AIDS can be thought of as costing the

• ;tne as a heart transplant . 22 Even though the in- 
:mation on health care costs for AIDS is not 
mplete or definitive. AIDS is certainly a high­

er lilness. and there is growing concern about 
•= very large resources needed to care for the vic- 
ms of the AIDS epidemic. 22 The usual concom-

• int  proposals to reduce the costs of care are also 
urracing, most of them focused on minimizing

• ie use of hospital inpatient services by relying 
a less costly alternatives, such as hospices, nurs- 

.ig homes, and home care. 24

Because AIDS cases are high cost, and possi- 
•iy also because AIDS is such a disabling and ui- 
:mately fatal condition, some policy makers have 
ipparentlv concluded that all AIDS cases are 
inanciaily catastropnic. in effect concluding that 
. 1 DS is a catastrophic illness. This view is most 
■early reflected in ieeislation such as H.R. 2380. 
ntroduced in 1983, wnereby Medicare would 
ever ail AIDS cases, much as it already does for 

5SRD. Howes or. because Hie high-cost and linan- 
iaiiv catastronnic categories are only partly over- 
upping (see Figure I), a nigh-cost AI DS ca.sc. or 
.ay case of Al f)S. for mat matter. is not ncces- 
ariiv also linanciailv catastropnic.
on iy  mrouun systematic invostiaatioti can me 

proportion o : A IDS cases tiiat are in .act linan- 
ially catastrophic be retiaoiv ostanlisiied. dccausc 
nis tias not oeen none, oniy tentative uiiercncj' 
an he drawn irom me fraemeiuaiy itiiormaiion 
waiiable aiiout .*no pavs mr \ ID S  .miiciiis 
.eaith care, lit co ncvonu mat. mote nitoimamui 
hi be :: ceded oil iiuw mticn oi the total I Mi I - 
overed ;w each paver :;ui. most unnoriami'.. >-.i 
low «>m-.*i-.-oc.-.ei M'CMciiltire-* lo r \ i l )>  ici.de 
> •':*.!!cm- .iconics.
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also reports of insurers who deny coverage to 
AIDS patients on various grounds, and several 
states have set up insurance pools for AIDS vic­
tims who have been denied private insurance. 20 

The Heaith Care Financing Administration 
reportedly estimates that 40% of the AIDS popu­
lation is on Medicaid and that tnc Medicaid pro­
gram will spend at ;cast 5IC0 million on AIDS 
patients in fiscai I9S6.2' The study of hospitali­
zations lor AIDS patients in Maryland, however, 
puts the percentage of cases covered by Medicaid 
in that state in 19S5 at closer :o i9%.2''

Thus, aithougn it appears mat without Medi­
caid coverage a large proportion oi AIDS cases 
would be financially catastrophic, it is not clear 
just how iarge that proportion is. A’or is it clear 
iiow many catastropnic cases of -\iDS do not 
qualify for Medicaid, in ativ event, more com­
plete and compelling evidence mat aii or neariy 
ill AIDS cases are financially catastrophic—in ad­
dition to being nigh cost—ougnt to be required 
before Medicare cove race h extended to aii cases 
of AIDS, ihereoy shifting the entire financial bur­
den for AIDS on .uready ’.ard-oressed puolic 
•ourccs.

There have always ceen pressures to provide 
universal, publiciy funded coverage for certain 
diseases that are iiign cost, particularly those that 
are disabling or faiai. .After such coverage was 
provided for ESRD. me -ame was advocated for 
hemophilia and end siaee neari disease. Almost 
immediately the wisdom or this diseasc-by-disease 
ipproacn was questioned." and later the ex­
perience with me ESRD program and its unex­
pectedly iiign com .urmer undermined ' import 
■or Mien initiatives.
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19S6. President Reagan gave renewed prominence 
to catastrophic health covetage. Citing his aware­
ness that "devastating illness can destroy the 
financial security of the lamilv,"the President told 
the nation he was asking the Secretary of Health 
and Human Services for a report "on how the pri­
vate sector and government can work together to 
address the problems of affordable insurance lor 
those whose life savings would otherwise be 
threatened when catastrophic illness strikes."" In 
terms of the definitions and distinctions discussed 
here, the President’s focus appears to be on all 
instances where health care expenditures exceed 
a person’s or a family’s ability to p a y - t h a t  is. 
on financially catastrophic cases.

If this interpretation is correct, the President’s 
concern encompasses a larger category of  cases 
than do many of  the catastrophic coverage 
proposals and plans of the preceding decade. The 
Long-Ribicoff bill of  1979 (S. 350) is representa­
tive of an important class of such catastrophic 
coverage proposals. It provides for virtually full 
coverage for all out-of-pocket health care expen­
ditures that in any year exceed S2.000 (in 1979 
dollars). Any coverage that simply limits out-of- 
pocket expenditures, however, is technically a 
form of stop-loss insurance, which has narrow 
goals and is therefore relatively ineffective as pro­
tection against all financially catastrophic expen­
ditures.

Stop-loss insurance is usually meant to protect 
those who already have coverage but who, be­
cause of cost-sharing features or upper limits on 
their coverage, can incur large out-of-pocket ex­
penditures when the total expenditures for their 
care fall into the high-cost range. In terms of the 
four categories of financially catastrophic cases 
discussed earlier, stop-loss insurance is intended 
for the category of cases that have third-party 
coverage and are high cost, represented by cell 
1 in Figure 2. But even within that target popula­
tion. a dollar threshold of S2.000 or any similar 
amount will result in overinsurance for some peo­
ple and underinsurance for others, since a S2 . 0 0 0  

expenditure is not necessarily catastrophic for 
everyone. Some individuals and families may be 
able to pay more than that amount without seri­
ously disrupting their financial situation, in which 
case they actually belong in cell 3 in Figure 2, 
rather than in cell 1. But for others, a smaller 
amount, such as SI ,(X>0, may already exceed their 
ability to pay.

For the other three categories ol l inanciallv cat­
astrophic cases in Figure 2 (cells 2. 5. and h). the 
typical stop-loss insurance plan provides no re­
lief. It is not meant to protect against financially 
catastrophic expenditures associated with cases 
that are not high cost, thus excluding the catego­
ries represented by cells 5 and 6 . Nor is stop-loss 
coverage usually intended for catastrophic cases 
attributable to the absence of any coverage. There­
fore it is also inapplicable to the categories that 
correspond to cells 2  and 6 .

Despite these limitations, stop-loss insurance 
is still commonly equated with catastrophic health 
coverage. That pcrsDective endures most 'ikelv be­
cause it accords with a widely held perception that 
catastrophic health coverage is not meant to ap­
ply to financially catastrophic cases associated 
with lack of insurance, low income, and similar 
causes of medical indigency. For example. Deso- 
nia and King point out that all three of the state 
catastrophic health programs still functionin'.!:: • 
of  1984 —those in Alaska, Maine, anu Rhode 
Island — were "restructured in recent years to pre­
vent them from serving as health insurance pro­
grams for indigents .” 33

This inclination to exclude from tne notion oi 
financially catastrophic events anyone whose 
predicament stems from a lack of coverage or pov ­
erty is not based, in all probability, on taxonomic 
considerations. More likely, it is rooted in the age- 
old practice of  dividing the poor into those who 
are worthy and those who are not. People who, 
in spite of  having been provident and of having 
obtained health insurance, find themseives over­
whelmed by their share of the expenditures lor 
a high-cost case are seen, much like the “worthy 
poor,” as victims of fate, and therefore especially 
deserving of society’s help. By contrast, those who 
are at high risk for catastrophic health expendi­
tures because they are poor and have no heaith 
coverage are not perceived in the same light.

Yet it is consistent with the basic definition o: 
financially catastrophic cases given here -  w hie: 
simpiy relates health expenditures to abilitv to 
pav — io conceive of catastrophic heart ti covertig-. 
as providing protection against c'! finaneialiv cat­
astrophic expenditures, including mose ui tne 
uninsured and the medically indigent. One pro­
posal that lakes this view is the biil introuucet 
in 1982 by Representatives James Jones and James 
Martin to provide catastrophic cov • tor horn 
those currently insured and the d (H.R
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*0 0 0 ). Because this kind of across-the-board cat- 
istrophic coverage tends to reduce the incentive 
•o obtain health insurance, it often incorporates 
•revisions that encourage people to maintain their 
;wn health insurance. But such provisions are un- 
ikelv to have any effect oi. the estimated 5 to 10 
niilion people who, in addition to being poor, 
'.uve no health care coverage, not even Medicaid," 
aid who clearly cannot afford to purchase health 
nsurance. They and others who are uncovered are 
:t high risk for catastrophic heaitn expenditures, 
nd their needs, which are receiving a great deal 

••f attention , 34 inevitably loom large in any con- 
ideration of  catastrophic coverage that does not 
.eiiberately restrict itself to the insured group with 
'.igh-cost expenditures represented by cell 1 in Fig- 
:re 2 .

Catastrophic coverage programs that take into 
iccount all relevant subgroups defined in Figure 

2  raise the issue of how many persons or families 
/.re in each subgroup. To estimate these numbers, 
nformation must be obtained on levels of third- 
\irty coverage, total and out-of-pocket health care 
expenditures, and income of families or individ­
uals. That kind of information has already been 
eollccted for nationally representative samples 
•'oth in the 1977 National Medical Care Expen­
diture Survey (NMCES ) 35 and the 1980 National 
Medical Care Utilization and Expenditure Sur- 
■:v (NMCUES ) . ' 6 Information on expenditures 
or nursing home care, however, is not included 
:i either NMCES or NMCUES, thus leaving out 
:n important component of both high-cost and 
uiunciallv catastrophic expenditures. 17 't iscon- 

.eivaoie tnat the successor survey to NMCES. now 
wing designed, will include information on ex- 
vnuitures ior nursing homes, in the meantime. 
>e wiil either itavc 1 0  settle ior estimates that take 
mo account only acute care expenUit tires or nave 
■> resort to the artful splieina oi data sources that 
.’laractenzeu -ome eariier el forts to oerive na- 
tonal .-.uinates «<i how uaiiv people niimn 
.uaiify ior catastropnic health coverage. ' ()htam- 
ae estunate.s at tne state level could prove even 
nore uil'ieuit, nice the simple sizes of survevs 
lea ..s -Alt IIS uid NMl.'l I:S are usually :ti- 
iitieieni to *.*eiu wiMPle'tutc-ov-Mate estimates,

in part to offset increases in premiums and en- 
rollee cost sharing. At present Medicare coverage 
is limited to 90 days of hospitalization during each 
benefit period plus an additional lifetime reserve 
of 60 days.

The Medicare catastrophic coverage proposal 
is similar to stop-loss plans in its focus on nigh-cost 
cases, but is restricted to very iong nospitaliza- 
tions. Also, much like the stop-loss plans dis­
cussed earlier, it does not take into account differ­
ences in ability to pay, and therefore makes no 
allowance for the supplementary coverage pro­
vided by the "Medigap” policies that are held by 
some two-thirds of Medicare enroilees.J> Yet abil­
ity to pay ultimately determines wnetner unlimited 
hospitalization coverage actually protects any 
given Medicare enroilee from financially cata­
stropnic health care expenditures, in any event, 
the number of those who would actually benerit 
from unlimited hospitaiization coverage is iikeiy 
to be relatively small, in 1978 oniy .2 ^ 0  of  Medi­
care cnroilees used any of their lifetime reserve 
hospital days. 40 Those who exhaust tneir iifeiime 
reserve and have no Medigap poiicy to cover tne 
resulting liability must be, therefore, an even 
smaller group.

Although the proposal for unlimited hospital 
coverage under Medicare has not been enacted, 
premiums and cost-snaring leveis have risen suo- 
stantially in recent years. The effect has been a 
steady increase in the out-of-pocket expenditures 
of  Medicare enroilees and a consequent erovvth 
Mi the proportion of enroilees for wnom sucit ex­
penditures reach financially catastropnic levels. 
3v one estimate, the overall out-of-pocket expen­
ditures ot the elderiv represented 1 2  "> of tiieirto- 
:al income in ll>7". Hiat crew to } in pNS, 
mu at the current rate is expected to .-e aeariv 
'j'rn i!v 11 xlthouen otii-o:-i\vxc( evoen- 
-ittires are expceiallv burdensome ' >r ;e asore 
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similar to the stop-loss arrangements discussed 
earlier, and like them they do not necessarily elim­
inate all financially catastrophic cases, because 
they do not take into account ability to pay. This 
weakness has been recognized, and among the op­
tions for changing Medicare benefits that the 
Congressional Budget Office examined was a plan 
that set maximum liability limits that vary by in­
come level.4' But even mat arrangement would 
not eliminate all financially catastrophic cases 
among Medicare beneficiaries. Catastrophic cases 
could still occur bccau.se the liability limits in all 
these plans do not apply to out-of-pocket expen­
ditures for services Medicare docs not cover. The 
plans are also not designed to recognize the reduc­
tions in disposable income that result from in­
creasing Medicate premiums. Among the 2.S mil­
lion enroilees currently at immediate risk for 
spending large sums on intermediate care nurs­
ing homes, which are not covered by Medicare, 
a great many face total impoverishment without 
ever exceeding the proposed Medicare liability 
limits. 44 Nearly half the victims of Alzheimer's 
disease are likely to fall into this category within 
a year of contracting the disease, given their high 
need for long-term care services not covered by 
Medicare. 45

For a Medicare plan to fully prevent financially 
catastrophic cases as defined here, it must do more 
than remove current limits on the number of hos­
pital days covered. It must also include provisions 
to counteract the effect of rising premiums and 
cost-sharing levels and take into account out-of- 
pocket expenditures for the full range of health 
services actually used by Medicare enroilees. A 
recent proposal for reforming Medicare does vir­
tually all of that. It calls for reduced cost shar­
ing, for premiums adjusted to ability to pay, and 
for expanded coverage of long-term care ser­
vices.46 The recommended changes stand a good 
chance of eiiminating financially catastrophic 
cases among Medicare beneficiaries. Yet this set 
of recommendations does not label itself, as it 
could, a catastrophic coverage plan for Medicare 
enroliees. That may be because its aims are 
broader, and protection against financially cata­
strophic expenditures is just one element, albeit 
a key one. of a truly comprehensive coverage 
program.

Summary and Discussion

The oasie distinction between hiuh-eost cases and

catastrophic ones provides useiul insieni' or  
several current issues:

Z  Just because all or nearly all cases of AIDS 
are high cost does not necessarily mean they 
are all financially catastrophic as well. Onlv 
by relating expenditures to ability to pay can 
financially catastrophic cases be reiiably iden­
tified. Studies that do so for AIDS victims are 
urgently needed, both to determine which 
cases require catastrophic coverage and to en­
sure that scarce public funos are not allocated 
to cases that, although high cost, would no: 
be catastrophic because tbev are aireauy cov­
ered by a private third-party payer.

Z  Stop-loss insurance with a single-amount lia­
bility limit does not provide complete or ei- 
fectivc catastrophic coverage. It focuses onh 
on high-cost cases that are insufficientivcov- 
ered. Stop-loss insurance thus leaves out cat­
astrophic cases among the uninsured poor uii.i 
similar groups, which usually arc no: Inch 
cost. Yet from the perspective of del initionai 
consistency, the problems of ihe uninsured 
and the medically indigent mat are currently 
getting a great deal of attention arc inextrica­
bly entwined with the issue of coverage for 
financially catastrophic cases.

Z  The catastrophic coverage proposals for Medi­
care illustrate why all relevant expenditures 
must be included when determining whether 
a case is financially catastrophic or, for that 
matter, high cost. Because Medicare does not 
cover expenditures for certain services, such 
as those provided by intermediate care nurs­
ing homes, out-of-pocket expenditures for 
those services are particularly likely to be 
large, and therefore it is all the more impor­
tant to include them in attempts to identify 
financially catastrophic cases.

As this iast point illustrates, making a clear dis­
tinction between what is high cost and what i* 
financially catastrophic requires tnat the key ele­
ments ol eachot those terms be explicitly uelmea. 
including: the types ol expenditures considered, 
the unit of observation (i.e.. the individual versus 
tnc tainily), the time span over wmch expenditure- 
are considered, and wnat is meant in ahiiiiv u 
pay and by an expenditure being men. L ntoreseen 
and unintended policy outcomes will ne mini­
mized if each ol these individual elements is speci­
fied so as to he consistent with the values .uui
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broader objectives that motivated the formula­
tion of policy to begin with. Definitions of abil­
ity to pay, for example, must reflect a consensus 
about the types of resources that a person should 
use in defraying the costs of  care and, more 
broadlv, about what constitutes an equitable 
financial burden.

The formulation of policy that takes proper ac­
count of  the distinctions, components, and rela­
tions on which this paper focuses is less likely to 
lead to proposals for catastrophic coverage that

ignore differences in ability to pay. It is also more 
likely to result in efforts to obtain estimates of 
the numbers of people in each category repre­
sented by the relevant cells in Figure 2 before a 
catastrophic coverage program is formulated. Al­
though the underlying dilemmas about equity and 
other social values will always remain, the diffi­
culty in grappling with them is less apt to be com­
pounded by terms and concepts that are poorly 
specified.
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Mass health insurance

M ass a ch u se t t s ,  e v e r  in the s o c i a l l y  pro^ 
g re s s iv e  v a n g u a rd ,  is con s id e r in g  becom-, 
in g  the  f i r s t  s ta te  to  p ro v id e  un iv e r s a l  
hea l th  in su ran ce .  A t  the  m om en t ,  some 
10% o f  the  s ta te ’s r e s iden ts  a re  u n in ­
s u r e d ,  co ve red  b y  ne i th e r  fede ra l  no r  
p r iv a t e  h ea l th  p lan s  ( in the c o u n t r y  as a 
who le ,  th e  f i g u r e  is  16%). Th e se  people 
a r e  m o s t l y  the  w o rk in g  poor, m a n y  o f  
th em  par t- t imers ,  th ough  th ey  a l s o  i n ­
c l u d e  s tu d e n t s ,  ho u sew iv e s  a n d  th e  j o b ­
less. T h e  n um be r s  o f  u n in s u r e d  have 
been r is in g ,  in sp i t e  o f  f a l l in g  u n em p lo y ­
m en t .  T h i s  seem s to  be  because  so  m an y  
n ew  j o b s — 80% o f  those c re a te d  in 
M a s s a c h u s e t t s  o v e r  the  p a s t  th ree 
y ea r s— are  in low-pay ing in d u s t r i e s  such  
a s  c o n s t ru c t io n ,  t r a de  and  se rv ice s ,  
w h ic h  s k im p  on  fr inge  benefi ts .

F e d e ra l  l a w  p reven ts  s ta te  g o v e rn ­
m en t s  f r om  com pe l l in g  em p lo y e r s  to  
p ro v id e  h ea l th  in su rance .  M a s s a ch u se t t s  
le g i s la to r s  a re  lo b b y in g  fo r  a  ch an ge  in 
th a t  law .  I n  th e  m ean t im e  th e y  are 
p ropo s in g  a p a y ro l l  ta x  on bu s ine sse s  
w h ic h  d o  no t  o f fe r  th e i r  ow n  hea l th  
p lan s ,  w i t h  e x t r a  money  f c r  th o se  w h ic h  
do .

U n d e r  r csen t s ta te  s c h em e  fo r  
p ay in g  fo r  i  i re  fo r  the  u n in su r e d ,  ho sp i ­
ta l s  p a y  a b o u t  11% o f  th e ir  fees in to  an 
" u n com pen sa t e d  ca re  poo l”  w h i c h  c o v ­
e r s  b ad  d e b t s  a n d  free care . P >  co s t  is 
th en  passed  on  to  the  con su l .  .' in  the 
fo rm  o f  h ig h e r  in su r a n ce  p r em ium s .  T h i s  
s c h em e  no t o n l y  a l lo w s  non- in sur ing em ­
p lo ye r s  to  ge t aw a y  scot-free; i t  a l so  
en co u rag e s  th e  mo s t  expens ive  fo rm s  o f  
t r e a tm en t ,  sinca. i t  c o ve r s  o n ly  ho sp i ta l  
care .

T h e  poo l s y s tem  is d u e  to  e xp i re  in 
Sep tember .  Seve ra l  m em be rs  o f  th e  s ta te  
le g i s la tu re  nre in t r o d u c in g  b i l l s  to  re­
p lace i t  w i t h  s ta te  in su rance .  O n e  p lan 
w o u ld  ex tend  cove rage  to  ou tp a t ien t  
ca re  a n d  to the  non- ind igent a t tw i c e  the 
presen t co s t .  T h e  la rge s t  sh a re  o f  the
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e x t r a  m oney ,  S I80m a y e a r ,  no t  qu i te  
5% o f  M a s s a c h u s e t t s ’s  a n n u a l  m ed ic a l  
b i l l  o f  S4 b i l l i o n ,  w o u l d  b e  pa id  b y  the 
s ta te ; th e  re s t  w o u l d  c om e  f r om  non ­
in s u r in g  em p lo y e r s  a n d  th e ir  wo rke r s .  
T h e  sena to r s  h a d  a s s um e d  a 2.5% le vy  
(p lu s  1% pa id  b y  em p lo yee s )  w o u l d  be 
enough  u n t i l  t h e y  re a l i s e d  th a t  so lo w  a 
t a x  m ig h t  i n d u c e  “ g o o d "  em p lo y e r s  to 
d r o p  th e i r  ow n  b en e f i t s  (w h i c h  t y p i c a l l y  
co s t  a b o u t  10% o f  w age s)  a n d  le t  the 
s ta te  d o  th e i r  w o r k  fo r  th em . T h e  f ina l 
c h a r g e  i s  l i k e l y  to  be  h ighe r .  S m a l l  and  
new  bu s in e sse s  m ig h t  be g i v en  tem po ­
r a r y  w a iv e r s .

T h e  s ta r t in g-po in t  f o r  the  p roposed 
r e fo rm  is  tha t peop le  w h o  w o r k  sh o u ld  
n o t  be  w o r s e  o f f  th an  those  on we l fa re . 
B u t  th i s  l a u d a b l e  a im  co n f l i c t s  w i th  a n ­
o th e r ,  w h ic h  i s  t h a t  c o s t s  m u s t  be  co n ­
ta ined .  T h e  s t a t e ’s  i n s u r a n c e  c o m m is ­
s io n e r  po in t s  to  the  exper ience  o f  
M e d i c a r e  a n d  M e d i c a i d  a s  “ a ba rga in  
w i t h  th e  d e v i l ”  w h ic h  has  d r i v e n  up 
m e d ic a l  expenses  f o r  e v e r y b o d y .  H e  says  
t h a t  th e  u n in s u r e d  m a y  w e l l  h a v e  pent- 
up  d em a n d  fo r  m e d ic a l  s e rv ic e s  w h ich  
w i l l  p u sh  up  c o s t s  in  th e  e a r ly  yea rs .  I f  
co s t s  r u n  aw a y ,  s o  w i l l  p o l i t i c a l  suppo r t .

U n iv e r s a l  h e a l t h  in s u r a n c e  w o u ld  
seem  to be  a n a t u r a l  i s s u e  fo r  G o v e rn o r  
M ic h a e l  D u k a k i s ,  w h o  ha s  been to u t in g  
h is  s t a l e ’s p ion ee r in g  w o r k f a r e  p ro je c t  as 
p a n  o f  h i s  p r e s id e n t ia l  p la t f o rm .  Bu t ,  
pe rh ap s  o u t  o f  f i s c a l  c a u t io n ,  he  h a s  yet 
to  le n d  h i s  s u p p o r t  to  a n y  o f  the  p lan s .  A  
c om m is s io n  w i l l  be  r e p o r t in g  to h im  
soon , w i t h  m o d e s t  p ropo sa ls  f o r  two- 
y e a r  e xp e r im en t s  w i t h  s t a t e  in s u r a n c e  in 
W o r c e s t e r  a n d  Bo s ton .  S in ce  a n y  s ta te ­
w id e  in s u r a n c e  s c h em e  w o u ld  p robab ly  
ta k e  a t  lea s t  tw o  y e a r s  to  get o f f  the 
g r o u n d ,  p ropon en t s  a r c  w i l l i n g  to  c o m ­
p rom is e  on  a  c o m m i tm e n t  n ow  an d  a 
l a u n c h in g  d a t e  in  1989. T h e  go ve rn o r  
w o u l d  hope to  be  s om ew h e re  e l s e  by  
th en .




