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" H E A L T H Y  K I D S "  S E T  F O R  V O L U S I A  C O U N T Y ;  E F F O R T S  S E E K  T O  

O F F E R  H E A L T H  C A R E  T O  1 0 , 0 0 0  C H I L D R E N

T A L L A H A S S E E  —  " H e a l t h y  K i d s , "  t h e  s t a t e  i n i t i a t i v e  t o  o f f e r  

s c h o o l  c h i l d r e n  h e a l t h  c a r e  b e n e f i t s  a n d  p r e v e n t i v e  h e a l t h  car e ,  

k i c k s  o f f  F e b .  1 i n  V o l u s i a  C o u n t y ,  S t a t e  T r e a s u r e r  -Torn G a l l a g h e r  

a n d  E d u c a t i o n  C o m m i s s i o n e r  B e t t y  C a s t o r  a n n o u n c e d  t o d a y .

T h e  p r o g r a m  is u n d e r  t h e  d i r e c t i o n  o f  t h e  F l o r i d a  H e a l t h y  K i d s  

C o r p . , c r e a t e d  i n  1 9 9 0  b y  t h e  F l o r i d a  L e g i s l a t u r e ,  a n d  b e l i e v e d  t o  

b e  t h e  f i r s t  o f  i t s  k i n d  in t h e  n a t i o n .  G a l l a g h e r  a n d  C a s t o r  f i r s t  

a n n o u n c e d  t h e  p r o g r a m  in 1 9 9 0  a n d  p l a n  t o  t a k e  i t  t o  a l l  o f  

F l o r i d a ' s  67 c o u n t i e s .

T h e  p i l o t  p r o g r a m  in V o l u s i a  C o u n t y  w i l l  e n r o l l  a s  m a n y  a s

1 0 , 0 0 0  u n i n s u r e d  s c h o o l  c h i l d r e n  a g e  f i v e  t o  19. E l i g i b i l i t y  

r e q u i r e m e n t s  i n c l u d e  t h a t  t h e  c h i l d r e n  a r e  u n i n s u r e d  a n d  d o  n o t  

q u a l i f y  f o r  M e d i c a i d  o r  o t h e r  p u b l i c  p r o g r a m s .

" T h i s  f i r s t - o f - i t s - k i n d  p r o g r a m  w i l l  p r o v i d e  c h i l d r e n  w i t h  t h e  

h e a l t h  c a r e  t h e y  s o  n e e d  a n d  d e s e r v e  t o  s u c c e e d  i n  s c h o o l , "  C a s t o r  

s a i d .
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" H e a l t h y  K i d s "  is o f f e r i n g  c o m p r e h e n s i v e ,  2 4 - h o u r  h e a l t h  

c o v e r a g e  a n d  w i l l  e m p h a s i z e  t h e  i m p o r t a n c e  o f  p r e v e n t i v e  care, 

i n c l u d i n g  m e d i c a l  c h e c k u p s ,  e y e  e x a m s  a n d  i m m u n i z a t i o n s .  A l s o  

c o v e r e d  a r e  p r e s c r i p t i o n  m e d i c i n e s ,  h o s p i t a l  c a r e ,  e m e r g e n c y  

s e r v i c e s ,  e y e g l a s s e s ,  s u r g e r y  a n d  p h y s i c i a n  o f f i c e  v i s i t s .  M e d i c a l  

s e r v i c e  w i l l  b e  t h r o u g h  F l o r i d a  H e a l t h  C a r e  P l a n ,  a l o c a l  h e a l t h  

m a i n t e n a n c e  o r g a n i z a t i o n  ( H M O ) . S o m e  s m a l l  c o - p a y m e n t s  m a y  a p p l y .

T h e  F l o r i d a  H e a l t h y  K i d s  C o r p . , a n o n - p r o f i t  o r g a n i z a t i o n ,  w a s  

c r e a t e d  i n  r e s p o n s e  t o  t h e  h e a l t h  n e e d s  o f  F l o r i d a ' s  s c h o o l  

c h i l d r e n ,  a n d  e s t a b l i s h e d  w i t h  s t a t e  a p p r o p r i a t i o n s .

G a l l a g h e r  s a i d  t h e  p r o g r a m  " i s  a n  e n c o u r a g i n g  e x a m p l e  o f  h o w  

g o v e r n m e n t  is r e s p o n d i n g  t o  t h e  s o a r i n g  h e a l t h  c a r e  c o s t s  t h a t  

F l o r i d a  a n d  t h e  n a t i o n  a r e  e x p e r i e n c i n g . "

T h e  s c h o o l  e n r o l l m e n t - b a s e d  f a m i l y  h e a l t h  i n s u r a n c e  c o n c e p t  

o f  " H e a l t h y  K i d s "  w i l l  p r o v i d e  f r e e  a n d  r e d u c e d - p r i c e  h e a l t h  

i n s u r a n c e  t o  c h i l d r e n ,  b a s e d  o n  f a m i l y  i n c o m e .  T h e  c o s t  o f  t h e  

i n s u r a n c e  c o v e r a g e  w i l l  r a n g e  f r o m  z e r o  t o  $ 6 0  p e r  m o n t h .  T h e  

c o v e r a g e  w i l l  b e  a v a i l a b l e ,  t o  f a m i l i e s  w i t h  c h i l d r e n  w h o  h a v e  n o  

i n s u r a n c e  a n d  a r e  e n r o l l e d  in s c h o o l .

P o t e n t i a l  b e n e f i t s :

• H e a l t h y  c h i l d r e n  t e n d  t o  p e r f o r m  b e t t e r  in s c h o o l .

• A c c e s s  t o  h e a l t h  c a r e  a n d  i n s u r a n c e  w i l l  b e  a n  i n c e n t i v e  to 

r e m a i n  in s c h o o l .
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• W i t h  a c c e s s  t o  h e a l t h  c a r e ,  m a n y  c h i l d r e n  w i l l  b e  h e a l t h i e r  

a n d  w i l l  h a v e  f e w e r  s i c k  d a y s  f r o m  s c h o o l .

F o r  m o r e  i n f o r m a t i o n ,  V o l u s i a  p a r e n t s  s h o u l d  c o n t a c t  t h e  

F l o r i d a  H e a l t h y  K i d s  C o r p .  a t  8 0 0 / 3 6 7 - 3 2 5 3  o r  t h e i r  c h i l d ' s  s c h o o l .
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CS FOR SENATE BILL NO. 290 ( )

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

S E V E N T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

B Y

O ffe re d :
R e fe rre d :

S p o n so r(s ): S E N A T O R  C O L L IN S

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to access for children to preventive health services; and providing for

2 an effective date."

3 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

4 * Section 1. L E G I S L A T I V E  I N T E N T .  The legislature Finds that increased access to health care

5 services could improve children’s health and reduce the incidence and costs of childhood illness and

6 disabilities amo n g  children in the state. M a n y  children do not have preventive services available or

7 funded and, for those w h o  do, lack of access is a restriction to getting service. It is the intent of the

8 legislature that a nonprofit corporation be organized to facilitate a program to bring preventive health

9 care services to children, if necessary, through the use of school facilities when more appropriate sites

10 are unavailable, and to provide comprehensive health insurance coverage to children. A  goal for the

11 corporation is to cooperate with existing preventive service programs funded by the public or the private

12 sector.

13 * Sec. 2. A S  18 is amended by adding a new chapter to read:

14 C H A P T E R  27. A L A S K A  H E A L T H Y  K I D S  C O R P O R A T I O N .

/
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1 Sec. 18.27.010. C R E A T I O N  O F  C O R P O R A T I O N .  There is created Jhe Alaska Healthy

2 Kids Corporation, a nonprofit public corporation and government instrumentality in the

3 Department of Health and Social Services, but having a legal existence independent and separate

4 from the state.

5 Sec. 18.27.020. B O A R D  O F  D I R E C T O R S ,  (a) The corporation shall opera.e subject

6 to the supervision and approval of a board of directors chaired by the commissioner of health and

7 social services or a designee of the commissioner, and composed of 10 other members selected

8 by the governor for three-year terms of office as follows:

9 (1) one m e m b e r  from among three persons nominated by the Alaska Council of

10 School Administrators;

11 (2) one m e mber from amo n g  three persons nominated by the Association of

12 Alaska School Boards;

13 (3) one m e m b e r  w h o  is an employee of the Department of Education;

14 (4) two members from a m ong five members nominated by the Alaska chapter of

15 the American Medical Associadon;

16 (5) one m e m b e r  representing hospitals in the state;

17 (6) two members w h o  are representatives of authorized health care insurers or

18 subscribers’ groups w h o  do business in the state;

19 (7) two members w h o  are employees of the Department of Health and Social

20 Services.

21 (b) The director of the division of insurance in the Department of C o m m e r c e  and

22 Economic Development shall serve as a consultant to the board when requested by the board.

23 (c) Me m b e r s  of the board of directors serve at the pleasure of the governor. The board

24 shall appoint an executive director w h o  is responsible for other staff authorized by the board.

25 (d) Board members w h o  are not state employees do not receive compensation but are

26 entitled to per diem and travel expenses as provided for members of boards and commissions

27 under A S  39.20.180.

28 (e) There is no liability on the pan of. and a cause of action m a y  not arise against, a

29 m e m b e r  of the board of directors, or its employees, consultants, or agents, for an action they take

30 in the good faith performance of their powers and duties under this chapter.

31 Sec. 18.27.030. P O W E R S  A N D  DUTIES, (a) The corporation shall phase in a program

/
WORK DRAFT WORK DRAFT WORK DRAFT

CSSB 290( ) -2-
-.-v- [DELETED TEXT BRACKETED!



1

-»

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

'n+4 **

23

24

25

26

27

28

29

30

31

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

to

(1) organize school children groups to facilitate the provision of preventive health 

care services to children and to provide comprehensive health insurance coverage to children and 

their family members;

(2) arrange for the collection of family or employer payments or premiums, in 

an amount to be determined by the board of directors, from all participant families or employers 

to provide for payment for preventive health care services or premiums for comprehensive 

insurance coverage and for the actual or estimated administrative expenses incurred during the 

period for which family or employer payments are made;

(3) establish the administrative and accounting procedures for the operation of the

corporation;

(4) establish, with consultation from appropriate professional organizations, 

standards for preventive health services and providers and comprehensive insurance benefits 

appropriate to children and their family members;

(5) establish eligibility criteria that children and their family members must meet 

in order to participate in the program;

(6) establish procedures under which applicants to and participants in the program 

m a y  have grievances reviewed by an impartial body and reported to the board of directors of the 

corporation;

(7) establish participation criteria and, if appropriate, contract with an authorized 

insurer to provide administrative services to the corporation;

(8) contract with authorized insurers, or any provider of health care services 

meeting standards established by the corporation, for the provision of comprehensive insurance 

coverage and preventive health care services to participants; and

(9) develop and implement a plan to publicize the corporation, the eligibility 

requirements of the program, and the procedures for enrollment in the program and to maintain 

public awareness of the corporation and the program.

(b) The corporation may

(1) employ staff necessary to properly administer the corporation;

(2) as appropriate, enter into contracts with school districts or other agencies to 

provide on site information, enrollment, and other services necessary to the operation of the

/
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1 corporation;

2 (3) accept grants, loans, or advances of money or property from a public or

3 private source for the purposes of this chapter,

4 (4) take other actions necessary to implement the purposes of the corporation.

5 Sec. 18.27.040. C O V E R A G E  IS S E C O N D A R Y .  Coverage under the corporation’s

6 program is secondary to any other available private coverage held by the participant child or

7 family member. The corporation m a y  establish procedures for coordinating benefits under this

8 program with benefits under other public and private coverage.

9 Sec. 18.27.050. L I C E N S I N G  N O T  R E Q U I R E D ;  F I S C A L  O P E R A T I O N ,  (a) The

10 corporation is not considered an insurer. The officers, directors, and employees of the

11 corporation are not considered to be agents of an insurer. Neither the corporation nor an officer,

12 director, or employee of the corporation is subject to the licensing requirements of A S  21 or the

13 regulations of the Department of Commerce and Economic Development adopted under A S  21.

14 However, the division of insurance m a y  require that a marketing representative used and

15 compensated by the corporation be appointed as a representative of the insurers or health services

16 providers with which the corporation contracts.

17 (b) The board is responsible for all corporate operations.

18 Sec. 18.27.060. T H E  A L A S K A  H E A L T H Y  K I D S  T R U S T  F U N D .  There is created the

19 Alaska healthy kids trust fund in the Department of Health and Social Services. It consists of

20 appropriations made to it. M o n e y  in the fund m a y  be used only by the corporation.

21 Sec. 18.27.070. A C C E S S  T O  R E C O R D S ;  C O N F I D E N T I A L I T Y ;  P E N A L T I E S ,  (a)

22 Notwithstanding any other laws to the contrary, the corporation shall have access to the medical

23 records of a student upon receipt of permission from a parent or guardian of the student. The

24 medical records m a y  be maintained by state and local agencies. Confidential information

25 obtained by the corporation under this subsection shall remain confidential and is exempt from

26 public inspection and copying under A S  09.25.110 - 09.25.120. The corporation or the staff or

27 agents of the corporation m a y  not release to a state or federal agency, to a private business or

28 person, or to another entity confidential information received under this subsection.

29 (b) A  violation of this section is a class B misdemeanor.

30 Sec. 18.27.080. DEFINITIONS. In this chapter,

31 (1) "board" means the board of directors of the corporation;

/
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1 (2) "corporation" means the Alaska Healthy Kids Corporation.

2 * Sec. 3. Notwithstanding A S  18.27, as enacted by sec. 2 of this Act, the Alaska Healthy Kids

3 Corporation m a y  not select more than four sites at which to implement its program without prior

4 approval of the legislature by law.

5 * Sec. 4. This Act takes effect July 1, 1992.

/
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SENATE BILL 290 SECTIONAL ANALYSIS

" A n  A c t  r e l a t i n g  t o  a c c e s s  f o r  c h i l d r e n  t o  p r e v e n t i v e  h e a l t h  s e r v i c e s ;  a n d

p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

* S e c .  1. L E G I S L A T I V E  I N T E N T . Intent is to organize a nonprofit 
organization to facilitate a program to bring preventive health care 
services to children who are unable to access care. This may be through 
the use of school facilities. Corporation would cooperate with existing 
preventive service programs.

* S e c .  2 . AS 18 is amended by adding a new chapter.

CHAPTER 27. ALASKA HEALTHY KIDS CORPORATION.

Sec. 18.27.010. CREATION OF CORPORATION. Alaska Healthy Kids 
Corporation, nonprofit public corporation and government instrumentality, 
is created in the Department of Health & Social Services, but the 
corporation has a legal existence independent and separate from the State.

Sec. 18.27.020. BOARD OF DIRECTORS. Corporation operates under 
supervision and approval of an 11-member board. The chair is the director 
of the division of insurance. Other members serve three-year terms and 
at the pleasure of the governor.

Board appoints an executive director who is responsible for other 
staff authorized by board.

Board members only receive per diem and travel expenses.
No liability for board members for actions taken in good faith 

performance of their powers and duties.

Sec. 18.27.030. POWERS AND DUTIES, (a) Corporation will (1) 
organize school children groups to provide health insurance coverage to 
children and family members, (2) arrange for collection of premiums 
which include administrative coverage, (3) establish administrative 
procedures for operation, (4) establish standards for services and



benefits, (5) establish eligibility criteria for participation in program, (6) 
establish procedures for grievances by applicants and participants in 
program, (7) establish participation criteria, contract with authorized 
insurers or health care service provider to provide insurance coverage to 
participants, (9) develop and implement plan to publicize the corporation 
(b) Corporation may (1) employ staff if necessary, (2) if appropriate, 
enter into contracts with school districts or other agencies to provide 
other services necessary to the operation of the corporation, (3) accept 
grants, loans, or advances of money or property from a public or private 
source, (4) take other actions necessary to implement purposes of 
corporation.

Sec. 18.27.040. COVERAGE IS SECONDARY. Coverage under the 
corporation's program is secondary to any other available private coverage 
held by the participant child or family member. Corporation may establish 
procedures for coordinating benefits under this program with benefits 
under other public and private coverage.

Sec. 18.27.050. L ICENSING NOT REQUIRED; FISCAL OPERATION , (a)
Corporation is not considered an insurer and officers, directors, and 
employees are not considered to be agents of an insurer; therefore not 
subject to licensing requirements. Division of insurance may require 
marketing representative used and compensated by the corporation be 
appointed as a representative of the insurers or health services providers 
with which the corporation contracts, (b) Board responsible for all 
corporate operations, (c) Division of insurance shall supervise liquidation 
or dissolution of the corporation.

Sec . 18.27.060. THE ALASKA HEALTHY KIDS TRUST FUND. Fund 
created in Department of Health and Social Services. Consists of funds 
appropriated to it. Money in fund may only be used by the corporation.

Sec. 18.27.070. ACCESS TO RECORDS; CONFIDENTIALITY;
PENALT IES ,  (a) Notwithstanding any other laws 

to the contrary, corporation shall have access to the medical records of a 
student upon receipt of permission from a parent or guardian of the 
student. Records may be maintained by state and local agencies. 
Confidential information obtained by the corporation under this subsection 
shall remain confidential, (b) Violation of this section is a class B 
misaemeanor.



Sec. 18.27.080. DEFINITIONS.

* S e c .  3 . Corporation may not select more than four sites at which to 
implement its program without prior approval of the legislature by law.

* S e c .  4 . Act effective July 1. 1992.
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SB 290: "An Act relating to access for children to preventive
health services; and providing for an effective date."

This department is not in favor of this bill as currently drafted. The principal 
objection is that the Director of Insurance is Chairman of the Board of Directors 
created in Section 2 of the bill (see 18.27.020(a)).

The role is in conflict with the Director of Insurance’s regulatory role. The 
Director of Insurance regulates health care provision by insurers but does not 
perform a role in the direct or indirect provision of coverages.

We ask tha t the Director of Insurance be removed from the board established in 
this bill in order to avoid any appearance of conflict of interest, real or perceived.

A further difficulty with the bill appears in Section 2 (Sec. 18.27.050(c)) (Page 4, 
line 17). This subsection provides that a "noninsurer" be subject to AS 21 for 
liquidation and. dissolution. It is our belief tha t this is in conflict with federal 
bankruptcy laws since the exception provided in the McCarran Ferguson Act 
(P.L. 15) cannot extend to other than an insurer.
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Glenn A. Olds, Commissioner 
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A l a s k a  S t a t e  L e g i s l a t u r e

During Session 

P.O. Box V  

Juneau, Alaska 99811 

(907) 465-2828

During Interim 

3111 C  Street, Suite 510 

Anchorage, Alaska 99503 

(907) 561-2040

Senator Virginia Collins

S en a te  B i l l  2 9 0

Alaska Healthy Kids Corporation

While children represen t a low-risk health  insurance pool, according to the 
Children's Defense Fund, nine to twelve million children have no health 
insurance.

Senate Bill 290 would give school children the opportunity to have low-cost 
health  care coverage by placing them  in one insurance pool. For years, 
universities have offered lower-cost group insurance to post-secondary 
students. SB 290 applies th is concept to school children.

SB 290 is based on the Florida Healthy Kids Corporation which was created 
in 1990. The corporation has ju st started  a pilot program in Volusia County 
th a t will offer as m any as 10,000 uninsured school children, ages five to 
nineteen, health  care benefits and preventive health care.

Like its Florida paradigm, SB 290 lim its the program to no m ore than  four 
pilot sites.

To be eligible for coverage under the program, a child m ust:

♦ not have had health insurance for six m onths;
♦ be five to nineteen years of age;
♦ be in grades K through 12; and,
♦ no t be enrolled in Medicaid or o ther governm ent-sponsored

The program would offer com prehensive health  care coverage on a sliding 
fee scale using the national school lunch program criteria as a basis for 
determ ining cost.

Care would include regular check-ups, lab tests, physicals, and trea tm en t of 
minor childhood illness. It would also provide coverage for specialists, 
hospital stays, and surgciy.

SB 290 offers a solution to part of the current health care crisis by offering 
health care and preventive care to an uninsured segm ent of Alaskans.

health  programs.

@  POINTED OH nEOCLED IU°£R



O F F I C E  O F  T H E  T R E A S U R E R

'JAN 2  9 1 9 9 2

T O M  G A L L A G H E R

D E P A R T M E N T  O F  I N S U R A N C E

T h e  C a p ito l , T a lla h a s se e , F lo r id a  32399 -0300

TREASURER 

INSURANCE COMMISSIONER 

FIRE MARSHAL

F O R  I M M E D I A T E  R E L E A S E  C O N T A C T :
J a n u a r y  27, 1 9 9 2  J i l l  C h a m b e r l i n

P r e s s  S e c r e t a r y  
T h e  C a p i t o l ,  P L - 1 1  
T a l l a h a s s e e ,  F L  3 2 3 9 9 - 0 3 0 0  

9 0 4 / 9 2 2 - 3 1 0 8  e x t . 2 8 4 0

" H E A L T H Y  K I D S "  S E T  F O R  V O L U S I A  C O U N T Y ;  E F F O R T S  S E E K  T O  

O F F E R  H E A L T H  C A R E  T O  1 0 , 0 0 0  C H I L D R E N

T A L L A H A S S E E  —  " H e a l t h y  K i d s , "  t h e  s t a t e  i n i t i a t i v e  t o  o f f e r  

s c h o o l  c h i l d r e n  h e a l t h  c a r e  b e n e f i t s  a n d  p r e v e n t i v e  h e a l t h  c a r e ,  

k i c k s  o f f  F e b .  1 i n  V o l u s i a  C o u n t y ,  S t a t e  T r e a s u r e r  -T.om G a l l a g h e r  

a n d  E d u c a t i o n  C o m m i s s i o n e r  B e t t y  C a s t o r  a n n o u n c e d  t o d a y .

T h e  p r o g r a m  i s  u n d e r  t h e  d i r e c t i o n  o f  t h e  F l o r i d a  H e a l t h y  K i d s  

C o r p . ,  c r e a t e d  i n  1 9 9 0  b y  t h e  F l o r i d a  L e g i s l a t u r e ,  a n d  b e l i e v e d  t o  

b e  t h e  f i r s t  o f  i t s  k i n d  i n  t h e  n a t i o n .  G a l l a g h e r  a n d  C a s t o r  f i r s t  

a n n o u n c e d  t h e  p r o g r a m  i n  1 9 9 0  a n d  p l a n  t o  t a k e  i t  t o  a l l  o f  

F l o r i d a ' s  67 c o u n t i e s .

T h e  p i l o t  p r o g r a m  in V o l u s i a  C o u n t y  w i l l  e n r o l l  a s  m a n y  as

1 0 , 0 0 0  u n i n s u r e d  s c h o o l  c h i l d r e n  a g e  f i v e  t o  19. E l i g i b i l i t y  

r e q u i r e m e n t s  i n c l u d e  t h a t  t h e  c h i l d r e n  a r e  u n i n s u r e d  a n d  d o  n o t  

q u a l i f y  f o r  M e d i c a i d  o r  o t h e r  p u b l i c  p r o g r a m s .

" T h i s  f i r s t - o f - i t s - k i n d  p r o g r a m  w i l l  p r o v i d e  c h i l d r e n  w i t h  t h e  

h e a l t h  c a r e  t h e y  s o  n e e d  a n d  d e s e r v e  t o  s u c c e e d  i n  s c h o o l , "  C a s t o r  

s a i d .

- M o r e -



P a g e  2

" H e a l t h y  K i d s "  is o f f e r i n g  c o m p r e h e n s i v e ,  2 4 - h o u r  h e a l t h  

c o v e r a g e  a n d  w i l l  e m p h a s i z e  t h e  i m p o r t a n c e  o f  p r e v e n t i v e  c a r e ,  

i n c l u d i n g  m e d i c a l  c h e c k u p s ,  e y e  e x a m s  a n d  i m m u n i z a t i o n s .  A l s o  

c o v e r e d  a r e  p r e s c r i p t i o n  m e d i c i n e s ,  h o s p i t a l  c a r e ,  e m e r g e n c y  

s e r v i c e s ,  e y e g l a s s e s ,  s u r g e r y  a n d  p h y s i c i a n  o f f i c e  v i s i t s .  M e d i c a l  

s e r v i c e  w i l l  b e  t h r o u g h  F l o r i d a  H e a l t h  C a r e  P l a n ,  a l o c a l  h e a l t h  

m a i n t e n a n c e  o r g a n i z a t i o n  ( H M O ) . S o m e  s m a l l  c o - p a y m e n t s  m a y  a p p l y .

T h e  F l o r i d a  H e a l t h y  K i d s  C o r p . ,  a n o n - p r o f i t  o r g a n i z a t i o n ,  w a s  

c r e a t e d  i n  r e s p o n s e  t o  t h e  h e a l t h  n e e d s  o f  F l o r i d a ' s  s c h o o l  

c h i l d r e n ,  a n d  e s t a b l i s h e d  w i t h  s t a t e  a p p r o p r i a t i o n s .

G a l l a g h e r  s a i d  t h e  p r o g r a m  " i s  a n  e n c o u r a g i n g  e x a m p l e  o f  h o w  

g o v e r n m e n t  is r e s p o n d i n g  t o  t h e  s o a r i n g  h e a l t h  c a r e  c o s t s  t h a t  

F l o r i d a  a n d  t h e  n a t i o n  a r e  e x p e r i e n c i n g . "

T h e  s c h o o l  e n r o l l m e n t - b a s e d  f a m i l y  h e a l t h  i n s u r a n c e  c o n c e p t  

o f  " H e a l t h y  K i d s "  w i l l  p r o v i d e  f r e e  a n d  r e d u c e d - p r i c e  h e a l t h  

i n s u r a n c e  t o  c h i l d r e n ,  b a s e d  o n  f a m i l y  i n c o m e .  T h e  c o s t  o f  t h e  

i n s u r a n c e  c o v e r a g e  w i l l  r a n g e  f r o m  z e r o  t o  $ 6 0  p e r  m o n t h .  T h e  

c o v e r a g e  w i l l  b e  a v a i l a b l e  t o  f a m i l i e s  w i t h  c h i l d r e n  w h o  h a v e  no 

i n s u r a n c e  a n d  a r e  e n r o l l e d  in s c h o o l .

P o t e n t i a l  b e n e f i t s :

• H e a l t h y  c h i l d r e n  t e n d  t o  p e r f o r m  b e t t e r  i n  s c h o o l .

• A c c e s s  t o  h e a l t h  c a r e  a n d  i n s u r a n c e  w i l l  b e  a n  i n c e n t i v e  t o  

r e m a i n  in s c h o o l .

- M o r e -
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• W i t h  a c c e s s  t o  h e a l t h  c a r e ,  m a n y  c h i l d r e n  w i l l  b e  h e a l t h i e r  

a n d  w i l l  h a v e  f e w e r  s i c k  d a y s  f r o m  s c h o o l .

F o r  m o r e  i n f o r m a t i o n ,  V o l u s i a  p a r e n t s  s h o u l d  c o n t a c t  t h e  

F l o r i d a  H e a l t h y  K i d s  C o r p .  a t  8 0 0 / 3 6 7 - 3 2 5 3  o r  t h e i r  c h i l d ’s s c h o o l .

- 3 0 -



W h a t  is H E A L T H Y  K I D S ?

A  p r o g r a m  o f  h e a l t h  i n s u r a n c e  o f f e r i n g  c o m p r e h e n s i v e  h e a l t h  c a r e  

c o v e r a g e .

H o w  d o e s  it w o r k ?

Y o u r  s c h o o l  d i s t r i c t  is u s e d  in t h e  s a m e  m a n n e r  a s  e m p l o y e r s  w i t h  
l a r g e  g r o u p s  o f  e m p l o y e e s .  G e n e r a l l y ,  g r o u p  i n s u r a n c e  i s  c h e a p e r  

t h a n  i n d i v i d u a l  i n s u r a n c e .

W h a t  w i l l  i t  c o v e r ?

T h e  p r o g r a m  w i l l  o f f e r  c o m p r e h e n s i v e  h e a l t h  c a r e  c o v e r a g e .  T h e  

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

c o v e r a g e  f o r  s p e c i a l i s t s ,  h o s p i t a l  s t a y s ,  a n d  s u r g e r y .

W h o  c a n  s i g n  u p ?

Y o u r  c h i l d  m u s t :

♦ h a v e  n o  h e a l t h  i n s u r a n c e  f o r  6 m o n t h s  

♦ b e  5 t o  19 y e a r s  o l d  

♦ b e  in g r a d e s  K - 1 2

♦ n o t  b e  e n r o l l e d  i n  M e d i c a i d  o r  o t h e r  g o v e r n m e n t  s p o n s o r e d  
h e a l t h  p r o g r a m s .

. . . c o n t i n u e d  o n  b a c k

F L O R I D A  H E A L T H Y  K I D S  C O R P O R A T I O N

345 5. Magnolia Drive, Suite E-17 • Tallahassee, Florida 32301 • 904/878-8566 • Fax: 904/878-3078



F A M I L Y

SIZE

2 People

3

4

5

6

G R O S S  

M O N T H L Y  

I N C O M E  

SO - $ 740 

0- 928 

0- 1117 

0- 1305 

0- 1493

If you can find your family 

size and income here, 

then you pay nothing 

for coverage.4

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

SIZE I N C O M E

2 People S 741 - S 962 If you can find your family

3 929- 1207 size and income here,

4 1118- 1452 then your cost each month

5 1306- 1697 is $3 for each child.4

6 1494- 1942

F A M I L Y

C R O S S

M O N T H L Y

SIZE I N C O M E

2 People S 9 6 3 -SI369 If you can find your family

3 1208- 1718 size and income here,

4 1453- 2066 then your cos each month

5 1698- 2415 is $16 for each child.4

6 1943- 2763

F A M I L Y

C R O S S

M O N T H L Y

SIZE I N C O M E

2 People S1370 &  over If you can find your family

3 1719 &  over size and income here,

4 2067 &  over then your cost each month

5 2416 &  over is $60 for each child.

6 2764 &  over

G R O S S  M O N T H L Y  I N C O M E  I N C L U D E S :

- E A R N I N G S  F R O M  W O R K  B E F O R E  D E D U C T I O N S  A R E  M A D E

- P E N S I O N S  / R E T I R E M E N T  / S O C I A L  S E C U R I T Y

- W E L F A R E  / C H I L D  S U P P O R T  / A L I M O N Y

- A L L  O T H E R  I N C O M E  A V A I L A B L E  T O  P A Y  F O R  H E A L T H  I N S U R A N C E

4 If your children are enrolled in the National School Lunch Program at school, you will be eligible for re­

duced price coverage. If you have not applied for the school lunch program and would like to, please contact 

your child's school.

If you are not able to locate your family size and/or income, please call Healthy Kids at 

1-800-367-3253.



F L O R I D A  H E A  L T H Y  K I D S  B E N E F I T S  C O V E R A G E

The Flo rid a H ealthy K id s Program  offers com prehensive healthcare benefits fo r y o u r ch ild ren  including cover­
age of prescription m edications and eye care services. To receive m axim um  benefit coverage, you must select 
one of the Florida Health Care Plan (F H C P ) p rim a ry  care physicians to d irect a ll of yo u r child 's care. By select­
ing a p rim ary care physician w ho  w ill  m anage yo u r ch ild 's healthcare needs, y o u r personal costs w ill  be kept 
to a m in im um  and you w ill feel secure in kn o w in g  a single trusted physician  is m anaging yo u r child's care.

A lthough a few services require a co-paym ent (a sm all fee paid for each v is it  or se rv ice), m ost healthcare 
services are covered at no charge. Services w ith  no co-paym ent include:

•  P rim a ry  C are O ffice V isits

•  H ospital Stays
( If  authorized bv Florida H ealth  C are Plan)

•  Surgeon Fees
(If  authorized by P rim ary C are  P h ysic ian )

® V isio n  Screening, H earing Screening 
(If  provided by P rim ary  C are P h ysic ian )

® Em ergency Am bulance Services 
(If  life or lim b threatening em ergency)

O Po d iatry  Services
(Lim ited  to Florida Health C are  Plan  P ro vid ers)

•  Specialist O ffice V isits

•  Diagnostic Testing  (La b , X -rays, etc.)

9  O utpatient Su rg ery
( If  provided by F lo rid a  H ealth  C are n lan)

® M aternity C are
(If  authorized by F lo rid a  H ealth  C are Plan)

•  C h iro p ractic  Services 
(Some lim its a p p ly)

•  D urable M edical Eq u ip m en t
(If  authorized by F lo rid a  H ealth  Care Plan)

Those services w hich  require a sm all co-paym ent include:

S E R V IC E

0  Prescription  M edications 
(U p to a 31 day su pp ly)

•  Prescription Eyeglasses 
(L im it one pair every two years 
unless head size changes)

•  P h ysica l or Speech Therapy
( 2 4  sessions w ith in  60 day period)

•  Em ergency Room  V isits
(Mo co-paym ent if  sent by Prim ary' C a re  P h ysician)

® M ental Health Outpatient V isits  
(Some lim its apply)

C O - P A Y M E N T

S3

$ 1 0

S3

S25

S10



Dear Parent:

Florida's first "H ealthy K id s" program  of com prehensive health insurance is com ing to V o lusia  

County.

Healthy K id s is a non-profit program set up by the Florida Legislature to p rovid e health insurance 
for school children. Insurance coverage w ill be available to children 5-19 years of age who attend 
Kinaerearten  through 12th grade. Y o u r children m ust also have been w ithout health insurance for 
the last b  months and not be covered by M edicaid or other public health insurance program s.

The cost to you w ill depend on the size of yo ur fam ily and the am ount of y o u r fam ily 's gross 
m onthly income and w ill be on a slid in g  scale.

More details and enrollm ent forms w ill  be sent home later this fa ll. If  this health insurance program  
sounds interesting and you think you w ould  like an application when they become availab le , please 
fill out the section below and return this letter to yo ur child 's school.

FIRST

P L E A S E  S E N D  M E M O R E IN F O R M A T IO N  O N  T H E  H E A L T H Y  K ID S  P R O G R A M :

Name:

Address:
LAST

i Hbrr MUMBFF OR

| |
CiTY

Phone N um ber:
ST ZIP

N um ber of C h ild re n : ;

AREA CODE
Schools Attended:

FLORIDA HEALTHY KIDS CORPORATION
3-55 S. Magnolia Drive, Suite E-17 • Tallahassee, Honda 32301 • 904/S78-S566 • Fax: 904/878-3078

‘./S00-367-3233



FLORIDA IIEA LTIIY  KIDS CORPORATION
J45 S. Magnolia Drive, Suite E-17 • Tallahassee, Florida 32301 » '8&$l53SBSB£§f



This interim report is provided to the Governor, Insurance Commissioner, Commissioner of Education, Senate 

President, Speaker of the Hou : >  of Representatives, Minority Leaders of the Senate and Hou s e  of 

Representatives and other interested persons, by the Florida Healthy Kids Corporation and its Board of 

Directors as required by Chapter 90*199, L a w s  c t Florida, the Healthy Kids Corporation Act.

BACKGROUND

By the Spring of 1990, it had become abundantly 

clear that Florida's children were in need. T h e  

signals observed were many. Prc*school 

immunizations were down, measles eases had 

increased 2 9 0 % ,  utilization of weilness benefits 

provided by insurance was low, Florida school 

drop-out rates wero at an all lime high, und the 

number of children uninsured for health care in 

Florida rose to 27.7%

T h e  Florida D e p a r t m e n t s  of Education and 

Insurance in consultation with the Institute for 

Child Health Policy, University of Florida, urged 

the creation of the Florida Healthy K i d s  

Corporation in response to the health needs of 

Florida's school children. T h e  proposed 

Corporation was to be given two missions; One, to 

create a comprehensive insurance product for 

school children and two, to facilitate the provision 

of preventive care for all children. These t w o  

primary assignments were the foundation upon 

which the Corporation would operate.

While under consideration by the 1990 Florida 

Legislature, other parties became interested in what 

was being proposed. T h e  University of Florida’s 

Institute for Child Health Policy received grant 

funding from the Maternal and Child Health Bureau 

under the U.S. Public Health Service and from 

Robert W o o d  Johnson, a private foundation. These 

grants financed further study of the school 

enrollment based health insurance concept, first 

described in the N e w  England Journal of Medicine 

in 1988. With this financing, the Institute began 

product research and development with Mcdimetrix 

Group of Cleveland, Ohio, a health care financing 

consultant. This early development provided a solid 

base f r o m  w h i c h  the Florida Healthy Kids 

Corporation couid launch its mission without 

hesitation.

THU CORPORATION

The Healthy Kids Corporation Act was passed by 

the Florida Legislature and signed into law to be 

effective July 1,1990.

The Governor, Commissioner of Education and 

Insurance Commissioner n a m e d  their appointees to 

the Healthy Kids B o a r d  of Directors and an 

organizational meeting was held on October 30. At 

that meeting an Executive Director was named and 

an office site approved. Healthy Kids opened its 

offices on November 1, 1990.

A  joint proposal was prepared and forwarded to the 

Health Care Financing Administration by the 

Florida Medicaid Program, the Institute for Child 

Health Policy and Healthy Kids. This proposal 

called for the establishment of a demonstration site 

for the extension of the school enrollment b. jed 

health insurance concept which would provide free 

and reduced price health insurance for school 

children based on eligibility for the school lunch 

program. The Florida program was selected and a 

cooperative agreement established which will bring 

up to seven million dollars in federal assistance 

over the next four years. State and private 

contributions are required to ensure the flow of 

these federal dollars. A  m e c h a n i s m  which could 

provide some subsidy of premium for families with 

income exceeding 1 8 5 %  of poverty is also desired.

A  federal grant provides subsidized 
premium fo r  approxim ate ly  7,000 

eligible children in one Healthy Kids pilot 
site.

TH E  GRANT



WHAT IS S C H O O L  E N R O L L M E N T  
BASED HEALTH INSURANCE? T H E  S C H O O L S

Traditionally, Americans havo obtained individual 

.tnd faintly health insurance coverage in one of 

three ways. S o m e  havo been covered by public

programs, and so m e

500,000 o f 
F lo r id a 's  

school children 
are uninsured

have paid directly lor 

policies, but by far 

the largest number of 

people have obtained 

health coverage in the 

f o r m  of group 

insurance provided through their employers, 

insurance programs for m e m b e r s  of large employer 

groups have had the lowest prices. Because 

employers typically pay for coverage of workers 

rather than families, children as a group arc 

disproportionately uninsured. It is estimated that 

approximately 500,000 of Florida's school children 

arc uninsured. T h e  chance of being uninsured is 

3 7 %  higher for a child than an adult. In addition, a 

lack of insurance coverage translates directly to a 

lack of health care. Uninsured persons use medical 

care less often than do insured, and they Hie more 

likely than the insured to be in poorer health. In a 

recent study of Florida families with children, it 

was found that uninsured children had hospital 

lengths of stay nearly twice that of insured children.

chool systemss
grouping mechanisms

are u s e d  as

A n  alternative is School 

Enrollment B a s e d  

Health Insurance. T o  

enhance access to health 

care for children, state 

schooi systems are used 

as grouping mechanisms for negotiating preventive 

care and comprehensive group health insurance 

policies. Coverage will be offered to all families 

with children enrolled in school. Policies are 

designed to a c c o m m o d a t e  the school child up to 

age 19, dependents, and non-school age siblings. 

Coverage could be extended to the parents of these 

children in the future.

During the first month of operation, 25 of Florida's 

67 school districts expressed thclr Interest and 

intent to prepare a proposal for consideration as a 

Healthy Kids pilot site. O n  January 24, 1991, the 

Healthy Kids Board of Directors selected the 

districts of Volusia, Hillsborough, L e o n  and 

Highlands as the first four Healthy Kids pilot sites. 

The first open enrollment held in Volusia County 

will be in the Fall of 1991. Other pilot sites will be 

implemented as funding becomes available.

V olusia Coun t y  School S y s t e m  

Students: 48,141 

Implementation: Fall 1991

Pilot Site

Those districts submitting proposals during this 

phase which were not selected, will be added when 

the cap on pilot sites can be increased. Those 

districts the Healthy Kids Board of Directors would 

like to extend ’.his program to arc Duval, Alachua, 

Collier, Lee, Pinellas and Dade counties.

In selected districts, the feasibility of delivering 

health care services to children at schooi sites will 

be tested. In m a n y  areas, transportation is difficult 

for the famines of school children. Bringing heaith 

care providers to the school site m a y  be the means 

necessary to provide access to medical care. This 

blends well with the Florida D e p a r t m e n t  of 

Education's call for full service schools.

ALACHUA 
COLLIER 
DADE 
DUVAL 
HIGHLANDS 
HILLSBOROUGH 
LEE 
LEON 
PINELLAS 
VOLUSIA



T H E  B E N E F I T S

The potential social benefits of this program are far 
reaching. Children with a more positive health 
status tend to perform better in school. As with 
insurance in the work place, access to health 
benefits will provide an incentive for staying in 
school. With access to better hoalth care, many 
children arc healthier and lose fewer days from 
school.

B etter perform ance in school 
Increased tendency to stay in 

school
Fewer sick days

Benefits

The Healthy Kids Corporation is a cooperative 
venture involving the F lo rid a  Departments o f 
Insurance, Education and H ea lth  and 
Rehabilitative Services, local school districts, and 
the US Health Care Financing Administration, as 
well as private foundations and the O ffice  o f the 
Governor, State o f Florida.

For more information call or write:
F L O R I D A  H E A L T H Y  K I D S  C O R P O R A T I O N  

3 4 S  S .  M A G N O L I A  D R I V E ,  S U I T E  E - 1 7  
T A L E 4 I I A S S E E ,  F L O R I D A  3 2 3 0 1  

T E L E :  ( 9 0 4 )  8 7 8 - 8 5 6 6  F A X :  ( 9 0 4 )  8 7 8 - 3 0 7 8

Trevor G. Smith, Chairman 
Steve Freedman, Ph.D., Vice Chairman 
Mae Waters, Ph.D., C.H.E.S., Secretary 
Gary J. Clarke, Director 
Patrick H, Haines, Director 
Elizabeth O. Harmon, Ed.D., Director 
Karl F. Hcmpel, M.D., Director 
Michael R. Hightower, Director 
Luis Lamela, Director 
Charles G. Long, M.D., Director 
Marion S. Rodgers, Director

A d - H o c  M s m t o r s :

Robert Stempfel, M.D.
Louis St. Petery, M.D.
Phyllis Siderits, R.N.
Michael Cupoli, M.D.
Bruce Culpepper 
Eva B. Armstrong
Rose M . Naff 
Executive Director

Board of Directors

FLORIDA HEALTHY KIDS CORPORATION 
345 S. Magnolia Drive, Suite E-17 
Tallahassee, Florida 32301
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Over the past several years, Congress has substantially expanded both mandatory and 

optional eligibility categories bringing, for the first time, some uniformity to income 

eligibility guidelines and starting the process of uncoupling Medicaid from welfare programs 

These changes have, to date, been limited to certain particularly vulnerable groups like 

infants and pregnant women. In addition, Congress has authorized a series of state 

demonstrations that test n e w  eligibility categories and sliding scale premium payments to 

permit persons with slightly higher incomes to enroll in Medicaid. Beyond this, states have 

acted on their own, without federal nrptching funds, to "piggy-back" access programs on 

Medicaid, using state-established eligibility criteria and state funds. These federally- 

sponsored and state-initiated changes to the Medicaid program are discussed below.

M e d ic a id  E xpa ns io ns  a n d  C hanges  

N e w  Eligibility Criteria

Driven primarily by concern in Congress for the health of infants and children, the last 

several years have seen rapid expansions in both mandatory and optional eligibility categories 

for Medicaid. The improvement in infant mortality rates seen over the past several decades 

has apparently stalled, and the gap between rates for blacks and whites has not only remained 

distressingly large, but actually widened. Faced with convincing evidence that appropriate 

prenatal care can help prevent high risk and low birth weight babies, Congress moved to 

increase access for pregnant w o m e n  and young children. Effective in 1990, Medicaid 

coverage became mandatory for pregnant w o m e n  and children below age six whose 

household income was below 133 percent of the federal poverty level. Children in families 

with incomes below poverty up to age eight have also been made eligible without regard to 

categorical criteria, and those through age 18 will be phased in over the next twelve years. 

Starting in 1938, states also obtained the option to cover pregnant w o m e n  and infants up to 

185 percent of the federal poverty level. In addition, states were given the option of using 

presumptive eligibility for pregnant w o m e n  and removing assets tests for pregnant w o m e n  

and children. Eligibility has also been extended to the elderly and disabled with incomes up 

to the federal poverty level.

Medicaid Demonstration Projects

In 1990, Congress authorized three Medicaid demonstration projects to extend eligibility, 

without regard to categorical requirements, to otherwise uninsured pregnant w o m e n  and 

children up to age twenty below 185 percent of the poverty line. The federal authorization 

requires the participating states to impose sliding scale premium contributions for those above 

the poverty level, but prohibits contributions more than three percent of household income. 

Foreshadowing the O B R A  1990 requirement that Medicaid programs pay premiums and cost 

sharing for private group coverage when it is cost-effective to do so (see discussion, Chapter 

IV), these demonstrations also permit coordination with private, employer-based coverage.

In 1991. Congress is authorizing a second, similar round of demonstrations, this time



extending eligibility to all persons, regardless of age or category, below 150 percent of the 

poverty iine.

These demonstrations mark several departures for the Medicaid program. The use of 

sliding scale contributions for people in slightly higher income categories explores strategies 

that move Medicaid away from the "all or nothing" coverage approach that has resulted in 

rapid eligibility turnover. T h e  use of non-traditional coverage options (excluding inpatient 

care, for example) by states with rich Medicaid benefits offers "comptomise" coverage 

extending needed preventive and primary care services to broad population groups at low 

cost to the states. Further, these demonstrations mark n e w  precedents in developing links to 

private sector coverage. T o  date, Medicaid programs in ma n y  states have been able to offer 

their recipients the choice (or, in some cases, the requirement) of enrollment in H M O s ,  a 

private sector health coverage option shared by many employer groups. In addition, several 

states (California, Minnesota, N e w  York) have been enrolling Medicaid recipients in 

emoloyment-based private insurer ce plans, when a review of the recipients’ likely use of 

health services indicates that it is cost-effective to do so (see description of Medicaid "buy 

out" plans. Chapter IV). The n e w  demonstrations differ in that indemnity insurers are being 

used to enroll recipients without regard to health status and that plans are being developed 

that merge Medicaid populations with other, somewhat higher income groups.

In the first round of demonstrations, awards were granted to Florida, Maine and 

Michigan, whose, programs are described below. A  request for proposals for the second 

round of demonstrations had not yet been issued when this report went to publication.

Florida

Florida is using the demonstration authority to set up a program of health coverage for 

children, organized around the school system. In this program, children will be 

subscribers for an insurance plan, administered by an insurer or H M O  and underwritten 

by the state Medicaid agency. All school children within the demonstration school 

districts up to age twenty will be eligible to join, as will their siblings and dependents (in 

the case of teen parents). Parents and other family members will not be eligible. For 

children up to 133 percent of the federal poverty level, the premiums will be fully 

subsidized by the state; for those between 133 percent and 185 percent, the state will pay 

72 percent of the premium. Those with incomes above this level can join at cost. These 

eligibility categories duplicate the eligibility criteria for the school lunch program, 

allowing a single determination process for both programs.

The program, called the Healthy Kids Corporation (HKC), offers two coverage options. 

A  primary care sendees package covers all visits to primary care providers including 

screening exams, and routine, office-based lab tests. Children will be required to select a 

primary care physician w h o  will provide or authorize all services. A  comprehensive 

package adds specialty visits, diagnostic testing, outpatient surgery, limited outpatient 

mental health, and inpatient services. Prescription drugs at S3.00 per prescription.



glasses and hearing aids are available through Medicaid approved purchasing programs. 

Organ transplants are not covered. Mental health visits require copayments and there is a

S25.00 copayment tor emergency room use which is waived for true emergencies. There 

is no hospital deductible.

School children can elect to have the primary care package only, or the combined 

primary care and comprehensive package. Non-school-aged siblings and dependents are 

only eligible for the primary care package.

The program is being implemented and administered by a not-for-profit corporation, 

authorized and funded by the state legislature (587,000 for first year administrative 

expenses). This corporation which was founded expressly for the purpose of operating 

the Healthy Kids program, reports to a Board jointly appointed by the Governor, the 

Insurance Commissioner and the Education Commissioner. The Board includes 

representatives of provider groups, the Department of Education, the Medicaid agency, 

and other similarly interested panics.

The program is scheduled for implementation in September, 1991 in Voulousa County. It 

is currently seeking a commercial underwriter for the ponion of the program serving 

children whose income is above Medicaid eligible levels. Seven thousand children are 

targeted for enrollment during the demonstration phase of the program.

Michigan

Michigan’s demonstration encompasses a collaboration between the state’s Medicaid 

agency and Blue Cross Blue Shield of Michigan. Under the auspices of this 

public/private partnership, Blue Cross Blue Shield is developing a Caring Foundation 

Plan (discussed genericallv in Chapter VII) to provide coverage to uninsured children 

under age 18 with incomes up to 185 percent of the federal poverty level. The program 

will be statewide and, if fully funded, will serve between 14,000 and 15,000 children.

All eligible children in a family will be enrolled simultaneously. The plan covers non­

inpatient services, including well-child care. Prescription drugs are covered in full 

without co-payment. Outpatient substance abuse l 'eatment is covered as well.

Eligible children enroll without premium payment and there is no cost-sharing. Providers 

are reimbursed at Blue Cross Blue Shield rate schedules. The projected medical services 

cost of the program is an average of $29.50 per child, per month.

Under the terms of the demonstration, because this program is administered under the 

umbrella of the Medicaid agency, both state dollars and private donations for the program 

will be federally matched. Blue Cross Blue Shield of Michigan is contributing $800,000 

to fully support the administration of the program, and is undertaking a major fund­

raising campaign in collaboration with the state, in which they anticipate generating SI.5
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million or more in private donations over the three years of the de.monsrnuion. The 

dollars available to the program will be approximately doubled through federal matching 

funds.

Enrollment is expected to begin in June, 1991, for a July, 1991 stan-up date.

Maine

The Maine demonstration is encompassed within a iarger state funded and authorized 

Medicaid buy-in program. This initiative, called The Maine Health Program, has 

extended eligibility for coverage, very similar to Medicaid coverage, for all adults below 

95 percent of the federal poverty level and all children under age eighteen up to 125 

percent of the poverty level. Once qualified and enrolled, children and families whose 

income rises above the eligibility threshold, will remain eligible for up to two years, 

unless their income rises to more than 150 percent of its level at the time of irollment. 

Thus, the program m a y  eventually include those with incomes as high as 180 percent of 

poverty.

Benefits include all covered Medicaid benefits (which in Maine, are extensive), except 

prenatal care and long term care. Prenatal care services are omitted because any 

pregnant w o m a n  within the program’s income eligibility range will automatically be 

eligible for Medicaid and will receive benefits through that program.

There are two coverage options under the Maine Health Program. S o m e  individuals and 

families will receive a card that entitles them to services in the traditional Medicaid 

manner. Choice of provider is unlimited, and providers bill the Medicaid program and 

are reimbursed at Medicaid rates. Maine accompanied the implementation of this 

program with an adjustment in provider reimbursement rates, applicable to both the 

Medicaid program and the Maine Health Program. Using a relative value scale fee 

adjustment, the bulk of the upward adjustment will go to primary care providers. The 

hope is that the enhanced reimbursement rates will increase provider participation in the 

program simultaneously with the substantially increased demand for Medicaid providers 

generated by the n e w  program.

The second approach is a "buy-out" that provides coverage through employer-based 

group plans. In instances where employ'd eligibles have group coverage available to 

them, the Medicaid program determines whether paying the premiums and cost-sharing 

for that plan would be a cost-effective alternative to enrollment in Medicaid. For those 

participating in the buy-out, the Medicaid program is used as "wraparound" coverage for 

such services as prescription drugs that are normally not covered under private insurance 

plans so that coverage is equivalent to that available through Medicaid.

The determination of cost-effectiveness in Maine’s program is based primarily on the 

level of employer contribution toward the premium. Although the program has no



ainnority to require employer panicipation. the buy-out is only available in instances 

where the employer's contribution compensates for the higher per benefit cost of private 

coverage usually associated with higher provider reimbursement rates and higher insurer 

overhead.

The Maine Medicaid program decided not to consider health status in determining 

cost-effectiveness of alternative covemge. Feeling both that the agency did not have the 

capacity to make accurate "medical underwriting" decisions and that the purpose of 

coordinating with private sector coverage should not be to shift high risk cases to other 

carriers, the program determined to measure cost-effectiveness, blind to health status 

measures, and to assume an average distribution of healthy and unhealthy individuals 

within the buy-out program. In this regard, the Maine program differs from other 

buy-out programs such as those in N e w  York and Minnesota where cost effectiveness is 

measured against expected use of health sendees, and those targeted to particular illness 

categories, such as A I D S  patients (See description, Chapter IV).

Through the federal demonstration authority, Maine is receiving federal matching funds 

for coverage of children, up to age eighteen enrolled in this program. (The coverage of 

adults is a state general fund expense.) Since the program opened in October 1990, over 

10,500 individuals have been enrolled, with a ratio of about two adults to every child.3 

At the current time, the continued enrollment of adults is in serious jeopardy due to a 

state fiscal crisis, brought about by a substantial slowing of the economy in the 

Northeast.

In summary, these demonstrations offer n e w  flexibility to states in configuring coverage 

arrangements for the poor through options that are not n o w  generally available under 

Medicaid. They may, however, foreshadow the direction of Medicaid nationally. It is too 

early to evaluate the feasibility or success of the n e w  models being tried. Ease of 

administration and uniformity of program operations are being traded for flexibility in 

eligibility and cost-sharing with recipients and employers. These demonstrations will test 

the cost impact of these new options, whether employers can be persuaded to participate, and 

their administrative feasibility.

S ta te -F unded  M e d ic a id  E xpans ions

For m a n y  years, some states have used Medicaid program administrative mechanisms for 

state-only funded medical assistance programs. Usually in association with state general 

assistance programs, these states have offered entitlement to a range of medical services to 

indigent populations not eligible for Medicaid. Most of these programs limit benefits more 

narrowly than those available through the Medicaid program, sometimes covering just

"M aine has adopted  all optional as well as m andatory  M edicaid  eligibility  categories, so many ch ild ren  w ho 
wouid o therw ise be eligible tor tne M aine Health P lan a re  enro lled  in the M edicaid program .



outpatient services, or perhaps a limited number of hospital days. A m o n g  the states that 

have had state-only Medicaid programs for their general assistance populations are:

Maryland, Massachusetts, Michigan, Missouri, N e w  York, Oregon, and Pennsylvania 

(Desonia and King, 1985).

Historically, these state-funded programs, because they lack either federal matching 

dollars or private sector contributions, have been very vulnerable to cuts during economic 

recessions. There is some evidence that in the current down-tum of the economy, states with 

state-funded general assistance programs are once again being forced to curtail funding. 

Nevertheless, the last few years have seen in some states a n e w  wave of state-funded 

Medicaid expansions which expand eligibility to categories of individuals whose income is 

above Medicaid’s eligibility level and w h o  m a y  be employed or the dependent of an 

employed person. S o m e  of these programs have added cost-sharing features, not 

characteristic of earlier state-funded Medicaid expansions, as they have expanded into higher 

income eligibility groups. Although these programs piggy-back on Medicaid provider 

reimbursement systems and eligibility determination process, they are frequently publicized 

and marketed under names that deliberately disassociate them from Medicaid, with its stigma 

of welfare participation. These programs are targeted to one of three populations: children, 

pregnant women, and/or the disabled.

Children’s Programs

Several states have placed a priority on assuring the broad availability of preventive and 

primary care services to children. The earliest of these programs is the Minnesota 

Children’s Health Plan (CHP), operational since July of 1988. This program is available to 

children in the state with household incomes up to 185 percent of the federal poverty level, 

w h o  are not otherwise eligible for Medicaid. Although eligibility was initially limited to 

children up to the age of nine, the state expanded the program to children through the age of 

seventeen, in January, 1991. Families w h o  appear to be potentially eligible for Medicaid are 

required to apply and be rejected before they are accepted into the Children’s Health Plan. 

Those with private insurance that is less comprehensive than C H P  m a y  enroll. For those 

with dual coverage (currently about 30 percent of enrollees), the state employs a ’’pay and 

chase" policy with regard to coordination of benefits. The program covers non-inpatient 

services, including dental care, vision care, eyeglasses, emergency room care, outpatient 

surgery and lab tests, in addition to routine office care and immunizations. It does not cover 

mental health or institutional care services.

Families pay $25 per child per year as an enrollment fee up to a m a x i m u m  of S100.

There are no copayments or deductibles for services. Families receive care through any 

provider enrolled in the Minnesota Medicaid program, and these providers are reimbursed at 

Medicaid rates, through claims submitted to the Medicaid agency.

C H P  has been coordinated with Minnesota’s Services for Children with Handicaps (SCH) 

program, allowing children with dual eligibility to enroll in both programs through a single



application process. Dually eligible children get additional benefits through this double 

enrollment - services related to their handicap (including up to $15,000 for inpatient care) 

through SC H ,  and well-child and preventive services through C H P .

As of January 1991, the program had enrolled a cumulative total of 21,000 children, with 

an average daily census of about 13,500. The median income from employment for enrolled 

families in the second year of the program was $16,640 (around 133 percent of the federal 

poverty level). Ninety-five percent of the households have at least one working parent; in 46 

percent of the homes, both parents are employed. T h e  average cost to the state per enrolled 

child in 1990 was $180. Approximately $10 million was appropriated for this program for 

the 1990 -1991 biennium.

Program satisfaction amo n g  participants seems to be high. The services most frequently 

received by enrolled children have been physician and dental services, prescription 

medications, and hospital outpatient services.

At least two other states are in the process of implementing Medicaid "buy-in" programs 

targeted to children. V e r m o n t  initiated a program in July of 1989, marketed as the Dr. 

Dinosaur Program, which extends eligibility to children under age seven to 225 percent of 

the poverty line and pregnant w o m e n  with incomes to 200 percent of the poverty line.

Those enrolled in the program pay no premiums and pay copayments on office visits of from 

$1 to $3, based on income. Services, reimbursement and administration are identical to 

those under the state Medicaid program.

Vermont has for m a n y  years permitted a short mail-in application for Medicaid, with no 

face-to-face interview required. Assets tests have n o w  been waived for both Medicaid and 

the Dr. Dinosaur Program, making application very simple.

In the first year of the program, due to little publicity, enrollment was low. After some 

major marketing efforts, the program has expanded to 1,200 children and 38 pregnant 

women. A n  enrollment of 2,300 is targeted for July, 1991.

Colorado has authorized a similar program, scheduled to begin operations in 1991. 

Children below the age of nine, in households below 150 percent of poverty will be eligible. 

The program will cover non-hospital and non-institutional services. Colorado's program has 

developed a unique funding formula. $650,000 is to c o m e  from a "disproportionate share" 

adjustment to two hospitals in the state that receive public funds for charity care (University 

Hospital and Denver General). The legislative authorization calls for a match of at least 1:1 

by private donations in order for the program to become operational. Colorado is the only 

state to expand eligibility to children using, in part, private dollars, without first taking the 

Medicaid optional categories and obtaining the available federal match.
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M a n y  states, concerned about rising rates of low birth weight babies and stagnant rates of 

infant mortality, have focussed efforts on assuring early and appropriate prenatal care 

services. In the past few years, these efforts have been significantly bolstered by new 

options available through Medicaid, and some initially state-funded initiatives have been 

absorbed into the Medicaid program. As of July 1990, twenty-four states have adopted 

Medicaid eligibility for pregnant w o m e n  above the mandatory 133 percent level. These 

higher eligibility levels range from 140 percent of poverty to 185 percent. In addition, forty- 

six states had dropped assets tests and twenty-eight adopted presumptive eligibility ( N G A ,  

1990). A  few states have expanded coverage of pregnant w o m e n  even further, using state 

dollars. California, Massachusetts and Vermont are covering pregnant w o m e n  to 200 percent 

of poverty, and Hawaii covers all uninsured to 300 percent (see description of Hawaii’s SH I P  

Program, Chapter VIII).

In addition to more encompassing eligibility guidelines, Medicaid has expanded the range 

of service options for pregnant women. Case management, risk assessment, nutritional 

counseling, health education, psychosocial counseling, h o m e  visits and transportation are 

enhanced prenatal care services that have been adopted in part or in full, by thirty-six states 

( N G A ,  1990). Again, in some instances, states have supolemented their o w n  expanded 

programs with similar benefits. California, for example, has added h o m e  visits to .̂ s 

Comprehensive Perinatal Services Program.

A n  area where states have taken substantial initiative is in developing outreach programs. 

M a n y  states are concerned that w o m e n  w h o  are currently eligible for Medicaid services rre 

not enrolled in a timely fashion or do not seek out early prenatal care. S o m e  of the n e w  

urograms have placed a major focus on making information about program eligibility widely 

available, and encouraging early entry into prenatal care. Using multi-media campaigns 

including posters, brochures, television and radio, several states have launched mass 

educational efforts that emphasize the need for early prenatal care and the availability of 

coverage.

A n  early and successful prototype outreach effort is Utah’s Baby Y o u r  B a b y  program. 

The Utah Department of Health received support from network television, Blue Cross and 

Blue Shield of Utah, the March of Dimes, and the Utah Medical Association Foundation to , 

develop a media campaign that included television and radio spots, print advertising, posters 

and print support material. W o m e n ,  once enrolled, receive an attractive and informative 

mother/child health record book which encourages them to record information related to their 

children’s health and health care services and five newborn newsletters featuring 

developmental information tailored to the current age of each child, up to the first birthday.

The response to the program has been very positive, with applications climbing to close 

to 300 per month, in the first year of the program, following television and other media 

promotion. Although it is too early to fully evaluate the impact of the program on birth

Pre-natal C a r e  P r o g r a m s



outcomes, program administrators are pleased with what they believe is a trend toward 

earlier commencement or prenatal care.

Other states that have launched similar efforts under such names as "Healthy Beginnings" 

or "Healthy Baby" include Alabama. Alaska, Iciaho, Colorado, Iowa. N e w  Mexico and North

Carolina.

Program s fo r the D isab led

T w o  states, Wisconsin and Massachusetts, have enacted programs that extend medical 

assistance eligibility to disabled persons w h o  are ineligible for Medicaid, due to earnings or 

income. Both these programs provide coverage on a sliding fee scale, with no upper income 

limit. and both offer two options - a full, comprehensive plan for the uninsured disabled, and 

a supplemental package for those w h o  already have comprehensive insurance. The 

supplemental package offers services frequently needed by the disabled and often excluded 

from insurance plans, such as long-term physical and occupational therapy, speech and 

hearing services, medical supplies and equipment, personal care services and (in the case of 

Massachusetts) alternatives to institutional care such as independent living center services, 

private duty nursing and ho m e  health aides. In both programs, services are obtained through 

Medicaid participating providers w h o  are reimbursed at Medicaid rates.

The Wisconsin program is a pilot in Milwaukee County which runs from January 1990 

until June 1991. Eligibility is limited to those over 18 years of age. The full coverage 

package is offered on a sliding scale with a m i n i m u m  monthly premium of S8 and a 

m a x i m u m  of $200. The supplemental package cost is a flat $75 per month.

The Massachusetts program, one of its " C o m m o n H e a l t h "  initiatives enacted in 1988 as 

part of its universal coverage plan, offers coverage to both disabled adults and children. The 

premiums for both the comprehensive plan and the supplemental plan are on income-based 

sliding scales, ranging from no premium for those below 200 percent of poverty to 10 

percent of adjusted annual income for those with adjusted incomes above $75,000.

The program had 2,500 individuals enrolled as of January, 1991; 1,600 adults and the 

balance, children. The program’s appropriation for the current fiscal year is $14,223,000.

Sum m ary a n d  C o n c lu s io n

Over the past several years, states have significantly expanded Medicaid eligibility (often 

under the prodding of federal mandates) and enriched services for certain categories of the 

medicaily indigent, taking advantage of partially federally funded option for expanding 

access. Some states have built upon this foundation to expand services to n e w  categories of 

the poor, usually with marginally higher incomes than federal standards allow. These 

Medicaid options and state buy-in programs offer a cost-effective, if traditional means of 

responding to the needs of the poorest of the uninsured. They are a particularly effective



way to target such vulnerable populations as children and pregnant women, or to make 

specialized services available to high needs groups, liicc the disabled. Although more 

expansive, the programs can suffer from many of the same limitations as traditional 

Medicaid: poor provider participation levels, categorical and rigid eligibility criteria and 

reinforcement of the public/private divide in the health delivery system.

The Medicaid demonstrations authorized by H C F A ,  however, are experimenting with 

fairly radical departures from Medicaid traditions. Whether by using private sector insurers 

and administrators, coordinating with work place benefits, or enrolling higher income 

persons at cost into the same plan as the Medicaid eligibles, these demonstrations are 

blurring the lines that separate public coverage programs from private. If successful, they 

may pave the w a y  for new, more generalized flexioility within Medicaid and a new 

generation of public/private collaborations to meet the challenges of medical indigence.
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COVERAGE OF THE UNINSURED AND 
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A  Proposal for School Enrollment-Based 
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T r a d i t i o n a l l y ,  Americans have obtained individ­
ual and family health insurance coverage in one of 
three wavs. Some have been covered by public pro­
grams (Medicaid for the very poor, Medicare for the 
elderly), and some have paid directly for policies, but 
by far the largest number of people have obtained 
health coverage in the form of group insurance pro­
vided through their employers. Insurance programs 
for members of large groups have had the lowest 
prices. In most cases, however, low prices have not 
been extended to small employee groups or to individ­
uals. This aspect of health insurance structure has 
had adverse financial elTccts on industry, government, 
and health care providers and has compromised ac­
cess to health care for many nearly poor, low- and 
rnoderate-income Americans who are not members of 
sizable groups.

In recent years, a large and growing percentage of 
the population has had inadequate health insurance 
coverage or none at all. A  number of factors have 
contributed to this problem. The American economy 
is changing from being a system dominated by indus­
try to one dominated by service, with a commensurate 
rise in the number of small businesses and the use of 
part-time labor. With respect to health insurance cov­
erage, there is an inverse relation between group size 
and premium level,1 because large groups provide the 
opportunity to reduce administrative expenses and 
distribute risk more widely. As a consequence, small 
businesses have found it difficult to obtain the favor­
able group rates enjoyed by larger enterprises, and 
many workers, particularly those working for a mini­
m u m  wage or part time, receive no health insurance 
benefits at all. Among firms with fewer than 25 em­
ployees, up to 60 percent offer no health insurance to

their workers.2 When the employer elects in make 
available a health insurance program without subsidy, 
many employees may find the premium unafihrdablr. 
Evert when employers provide individual health insur­
ance for their workers at no cost, the employee may 
be unable to bear the high cost of supplemental fam­
ily coverage. And for people whose employers tin 
not provide insurance, the premiums associated with 
individual policies arc often out of reach, Kvrn so, 
7 million of thr 24 million workers who lark arrrss in 
group health insurance buy the more expensive pri­
vate coverage.3

Other aspects or the nation's changing economic 
structure have compounded the problem of access to 
health insurance. First, the number of Inw-income 
and poor Americans has grown. Between 1978 and 
1983, the number of people living below the federal 
poverty level increased by approximately 50 percent.'1 
Second, people who must pay for their own health 
insurance have found the costs increasingly high. Pre­
miums rose almost 40 prrcent in 1981, and another 30 
percent in 1982/’ Finally, stales have imposed more 
stringent eligibility requirements for Medicaid, reduc­
ing the percentage of persons who arc rovered by that 
program. Between 1975 and 1986, the pro|>onion of 
the population below the poverty level that was rov- 
ercd by Medicaid declined by one third.In conse­
quence, the population or the uninsured and underin- 
surcd has grown, and the gap between them and 
persons adequately covered under public and private 
programs has widened.7,8 In 1982, Medicaid reached 
less than half the people under the federal poverty 
level in 36 states, and in 22 of those states, it reachrd 
less than a third.51
The economic and social consequences of poor ac­

cess to health insurance arc considerable. People un­
able to qualify for Medicaid or to alTord insurance 
often go without care until their health deteriorates, 
and as a result, the care they need is more costly.1" 
When charges for these services remain unpaid, pro­
viders pass them along as a "sick tax" to public and 
private payers. This cost shifting has become a major 
problem for taxpayers, as well as for other payers and 
providers of health care.

W h o  A r e t h e  In a d e q u a t e l y  In s u r e d ?

Here are some statistics relating to Americans with 
inadequate coverage. First, as many as 65 million 
Americans, more than 30 percent of the population 
under 65, have inadequate health insurance protec­
tion against large medical bills.11 Of these, about 35 
million. 17.5 percent of the population under 65. are 
without private or public health insurance coverage at 
least part of the year.12,13 Up to 30 million more are 
underinsured for any serious illness.2,11
Second, adequate insurance coverage is strongly re­

lated to, but not solely dependent on, income level. 
One third of the uninsured population have incomes

Reprinted from the New England Journal o f Medicine 
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above 200 percent of the poverty level, whereas 35 to 
40 percent are below the poverty line,2

Third, most uninsured adults work. In 1085, 17 mil­
lion workers, representing about one sixt.'i ui the U.S. 
labor force, were uninsured.3 More than two thirds of 
those who have no health insurance coverage live in 
homes where the head of the household works full 
time and year round.13

Fourth, the number of uninsured Americans is rap­
idly increasing. The uninsured population rose one 
third between 1977 and 1984, from approximately 26 
million to 35 million.13

Furthermore, because employers typically cover 
workers rather than families, children as a group arc 
disproportionately uninsured. Nearly one American 
child in five has no coverage, and one third of the 
uninsured (12 million) arc children.13'15 The chance 
of being uninsured is 37 percent higher for a child 
than for an adult. More than a third of all uninsured 
children (4.1 million) live with a parent or guardian 
who is insured.13

In addition, a lack of insurance coverage translates 
directly to a lack of health care. Uninsured persons 
use medical care less often than do insured people, and 
they are more likely than the insured to be in poorer 
health.1017 In addition, uninsured Americans spend 
one-third more days per year in bed because of illness 
than do the insured."*

Finally, lack of insurance coverage constitutes a se­
rious financial burden for insurers, providers, and tax­
payers. Health insurers, providers, and taxpayers ab­
sorb tin* enormous costs incurred by people who need 
care but who have neither insurance nor the personal 
resources to pay. For example, a study of Florida hos­
pital charges in 1985 and 1986 revealed that 72 per­
cent of an estimated $283 million in unresolved hospi­
tal care bills was generated by patients under 65 with 
no health insurance coverage. An additional 16 per­
cent of the unresolved amount was attributable to pa­
tients under 65 with inadequate coverage.19,20

P l a n s u n d e r  C o n s i d e r a t i o n

Policy makers and health planners have become in­
creasingly sensitive to the plight of the uninsured 
and the immense costs of catastrophic health condi­
tions. In recent years, a number of state and federal 
programs have been proposed or implemented that 
seek to ensure access to health insurance for more 
Americans.2,12,21’21

It is questionable whether the plans proposed to 
date —  e.g., those requiring all small businesses to 
carry insurance for their employees,23,25 the establish­
ment of state-sponsored high-risk pools,26 multiple- 
employer trust funds,12 or tax-exempt bonding mech­
anisms27 —  will address the health insurance crisis in 
a meaningful way. At best, most of these proposals 
focus on subsets of the problem. It is important to 
recognize that the inadequately insured population

comprises many discrete subgroups with a variety of 
constraints on access.2H

There is no panacea to this multidimensional prob­
lem, but alternative strategics can be mounted that 
redefine groups sc as to extend coverage to large seg­
ments of the uninsured or underinsured populations. 
One such alternative strategy is described here.

A n A l t e r n a t i v e ! F a m i l y H e a l t h  In s u r a n c e  
B ase d o n  Sc h o o l  E n r o l l m e n t

Most American children attend public schools. Ap­
proximately 23 million, or two thirds, of the uninsured 
are children of school age and their young par­
ents.13,29 To enhance access to health care for children 
and their family members, state school systems could 
be used as a grouping mechanism for negotiating com­
prehensive group health insurance policies. Coverage 
could be offered to all families with children enrolled 
in public school. Policies could be designed to ac­
commodate either the individual child or the entire 
family. Such flexibility would be ideally suited to the 
needs of parents who receive individual coverage as 
a fringe benefit of employment but who must pay a 
relatively large premium for supplemental family cov­
erage. This arrangement is identical to current em­
ployment-based insurance structures, except that 
schoolchildren become the "employees," qualifying 
both themselves and their family members for cover­
age. A  health insurance program based on school en­
rollment could be structured to target three groups: 
the uninsured, the underinsurcd, and those for whom 
the program would represent an economically com­
petitive choice. Though the benefit package would be 
the same for all participants, the enticement for each 
group might be different. A  reasonably priced compre­
hensive health insurance program would afTord access 
to coverage for the uninsured, better coverage for the 
underinsurcd, and a better buy for the economically 
secure. Indeed, for families in which the wage earner 
already receives employment-based coverage, the op­
tion of coverage for the child only through school- 
based insurance might be a low-cost alternative to 
the purchase of employment-based coverage for the 
family.

In examining this proposal, a number of issues 
must be considered, but two —  adverse selection and 
cost —  are of particular importance. Adverse selection 
refers to the possibility that the resulting group would 
be characterized by lower health status and hence by 
potentially higher rates of insurance use. There is no 
empirical evidence for this argument; on the contrary, 
:omc characteristics of a school enrollment-based 
jroup suggest favorable selection. For rating pur­
poses, we assume that the group will be defined on a 
statewide basis. In addition to being large, the group 
would be disproportionately composed of persons be­
tween the ages of 5 and 50 —  those with the lowest 
rates of insurance use and health care expenditure in



I In* M.iiiuii.The group would not include the pop­
ulation eligible lin Medicaid, which is assumed to be 
i li.ti .inn izi-tl by negative healtli status due to extreme 
pnvei iy. ,\nr wnultl tlie proposed group include many 
pittin ipaiit* In-ni ilit* older, pre-Medicarc population, 
because sut'li pel sons arc unlikely lo have school-aged 
eliilflien. I ni.illv, insurers concerned about the high 
i.ne of pom and nearly poor clients among the unin- 
suicd should lie reassured by the potential for heavy 
participation I m m  the nonpoor —  the underinsurcd 
and those who would avail themselves of the buying 
power of a ginup so large.
The c o m  issue is also of central importance. Clearly, 

a pmgrnin lo provide coverage lor an uninsured popu­
lation cannot be created wiihout cost. However, this 
proposal suggests an initiative dial will cniiancc pri­
vate gmup insurance coverage. Thai is, given the evi­
dence dial l.nge gionp si/e can ad’cct the cost of health 
insurant c positively, we assume lhai premiums could 
lie established at a level that would make this an at­
tractive business opportunity for private insurance 
tail ids. Indeed, substantial evidence affirms that in- 
surciN already find school enrollment-based groups 
at mnrialK attractive. Some insurers already market 
gap-idling hospitalization and accident coverage to 
public school children and standard health coverage
10 t o llcgc  M odem s.

Despite die potential viability of the proposal, pre­
miums .m- Mill likely lo be beyond die reach of some 
lowei-inimne families. To ensure the ahordability of 
basii. adci|ii;iie coverage lor all program participants, 
Mates t mild subsidize insurance premiums on a slid­
ing stale based mi income, just as they currently 
subsidize si litnil lunch programs. In addition, the ex- 
pi-iit-iiie lb.a most school districts already have in 
admiiiisiei iog I leu 11 li insurance programs for their 
lat nils members and other employees would equip 
die si Imnl .xy.Mems lo administer ihe proposed plan 
skilllulK.

Ciiveii die pmrmial size of a statewide group com­
prising all public school children and their families,
11 should In- possible lo design an insurance benefit 
and premium package that could adequately address 
some of the difficulties inherent in employment-based 
health iiisui.mce programs. For example, the small 
employ ei could easily ‘‘buy in" to a school-based pro- 
giam !m employees with school-aged children. Fur* 
llieimme. moving die insurance company's point of 
tmiiat I limn die employer to die school system en- 
I i j i i i c s  die " p in '-lability" of coverage for the family. 
Undci die n.idiiioiial plan, employees wishing to 
change jobs often risk disrupting a family member's 
coverage in the process, especially when the family 
member has a preexisting illness.

Bcm-lii packages could be designed to meet the 
emiipii'lieii.sive health needs of schoolchildren. Appro­
priate benelits liir child health and developmental su­
pervision, currently mandated in only one state (Flor­

ida), could be part of the design. Special health 
services provided by the schooi for physically and edu­
cationally handicapped children and not now covered 
by private health insurance —  e.g., physical, occupa­
tional, and speech therapies —  could" be included. Be­
cause many school systems already provide a range of 
health-related services (or handicapped children, in­
surance benefit packages that recognized those serv­
ices might offset some of the related costs and the 
associated tax burden.

The social benefits of such a program might be con­
siderable. With access to better health care, including 
primary and preventive services, children and their 
parents might become more resistant to illness and 
lose fewer days from school or work. Children with a 
more positive health status tend to perform better in 
school. A  less obvious but equally important point is 
that families that depended on their child’s enrollment 
to maintain their own health insurance would not 
readily permit the child to drop out of school and risk 
losing the "fringe benefit" of family health insurance. 
As with insurance in the workplace, access to health 
benefits would provide an incentive for staying in 
school, and thus might contribute to a valuable frame­
work of family responsibility. Finally, with a larg­
er proportion of the population insured for health 
care, the burden of the side tax would be reduced 
dramatically.
The concept of family health insurance based on 

school enrollment constitutes a private-scctor effort 
to solve an important problem of public policy. Bene­
fit packages and actuarial assessments developed un­
der slate supervision would form the basis for bids 
from private carriers. The mainstream community of 
health care providers would supply health care. The 
cost of subsidies, where necessary, could be offset by a 
reduction in the requirement for publicly supported 
programs of direct health care delivery. For example, 
county public health departments often receive state 
funding to operate public clinics, which are constitut­
ed to provide alternative access to health care for the 
uninsured. To the extent that the proposed program 
diminished the uninsured population, funding for 
such clinics couid be diverted to premium subsidies. 
Furthermore, this type of insurance programming 
might receive the support of industry, which has ex­
pressed dismay at the cost of employee health care 
and is pressing for a redesign of the health delivery 
system.32
The structure of current insurance programs has 

precluded access to appropriate health insurance cov­
erage for up to one third of all Americans under the 
age of 65. As Butler et al.3S have pointed out, this 
problem "stems primarily from the American system 
of employer-provided health insurance." Although no 
single approach will solve all the ills of the insurance 
crisis, the creation of statewide groups using the 
school system as the grouping mechanism could make



im p o rta n t progress tow a rd  the p ro v is io n  o f coverage 
to u n insured  o r u nde rinsu rcd  people. .Such a p ro g ram , 
though  not p ro v id in g  un ive rsa l coverage, m ig h t re­
lieve m any o f  the com plex fin a n c ia l and socia l p ro b ­
lems a tte nd a n t on the c u rre n t d is tr ib u t io n  o f  hea lth  
insurance  coverage.
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S c h o o l - b a s e d  

A p p r o a c h e s

C h i ld -o n ly  g ro u p s  m ay  be  an  a f fo rd a b le  p riva te  
m a rk e t o p t io n  fo r  the  su b s ta n tia l n u m b e r o f  
u n in su re d , lo w - in c om e  c h i ld re n  w ith o u t em ­
p lo ym en t-b a s e d  c o v e ra g e  a v a i la b le . O n e  p ro m ­
is ing  c h i ld -o n ly  c o v e ra g e  a p p ro a c h  w o u ld  use  
s c h o o l-b a s e d  g ro u p s . T h e  CPS da ta  s h ow  that 
the  va st m a jo r ity  o f  c h i ld re n  u n d e r  e ig h t y ea rs  
o ld  w h o  c o u ld  s u b s ta n t ia lly  b e n e fit  f ro m  the 
n ew  H IE IT C  a re  a ls o  e lig ib le  f o r  M ed ica id . T h e  
p o p u la t io n  o f  c h i ld re n  rem a in in g  is p r im a rily  
s c h o o l-a g e d . T h is  suggests  tha t s c h o o l-b a s e d  
s tra teg ies m igh t b e  an  e ffe c t iv e  a n d  e ffic ien t 
a p p ro a c h  to  h a rn e ss in g  the  H IE IT C  to  c o v e r 
c u r re n t ly  u n in su re d  c h ild re n . T h e  p o o lin g  o f  
c o lle g e  s tuden ts th ro u g h  u n iv e rs ity  e n ro llm e n t  
is a lr e a d y  a re la t iv e ly  c o m m o n  p rac tice ; this 
m igh t se rv e  as a m o d e l f o r  n e w  in itia tives ( f o r  
y o u n g e r  c h i ld re n ) that c an  re a liz e  th e  adm in is ­
tra tiv e  e ffic ien c ie s  o f  la rg e  g ro u p s .

O n e  p ilo t  p ro je c t d em on s t ra t in g  the  fe a s ib i l­
ity o f  th is a p p ro a c h  is a lre a d y  u n d e rw a y : the 
F lo r id a  H ea lth y  K id s  C o rp o ra t io n  (H K C ) is a 
n o n -p ro f it  o rg a n iz a t io n  e s ta b lis h e d  b y  the State 
to  d em on s tra te  the  c o n c ep t o f  u s ing  s c h o o l 
sy s tem s to  g ro u p  c h ild re n  f o r  th e  p u rp o s e  o f  
in su ran c e . T h e  p ro g ram  p la n s  to  e n ro l l u n in ­
s u re d  c h ild re n  fro m  the  V o lu s ia  C ou n ty  s c h o o l 
d is tric t t w h ich  c on ta in s  5 2  s c h o o ls ) b eg in n in g  in
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la te A ugust 1991 . As a result ot this p rog ram , it is 
e x p ec ted  that 10 .000 o f the estim ated P . 0 0 0  
u n in su red  ch ild ren  in the coun tv  w ill gain c o v e r ­
age. B ecause  cost is o ften  a deterrent to access, tiie 
p ro je c t is subsid iz ing the partic ipation o f  s om e  
un in su red  ch ild ren  w ith a th ree -yea r d em on s tra ­
tion  p ro jec t funded  by both the state and  the 
fe d e ra l g ove rnm en t th rough v M ed ica id  d e m o n ­
stra tion  protect, w h ich  inc ludes a M ed ica id  w a iv e r. 
T h re e  o th e r coun ties m ay e ven tu a lly  take pa rt in 
the dem onstra tion , pend ing  fund ing .

H K C  so lic ited  an d  rece ived  p ro p o s a ls  f r o m  
H M O s, B lu e  C ross/ B lu e  Sh ie ld , an d  c om m e rc ia l 
c a rr ie rs  to adm in is te r and u n d e rw rite  the p ro je c t . 
I 'p o n  e v a lu a tio n  o f  these p ro p o sa ls , a lo c a l s ta ff- 
m o d e l H M O . F lo r id a  H ea lth  C a re  P la n , w as 
c h o s e n  to jo in  the p ro jec t. H K C  is c u r re n t ly  
d e v e lo p in g  b illin g  and  e n ro llm e n t p ro c e d u re s  
w ith  a s ta te -w ide  v e n d o r  in o rd e r  to  fa c ilita te  
e x p a n s io n  o f  the  p rog ram  w h en  it b e c om e s  
fe a s ib le  to  d o  so .

T h e  p la n  w ill o f fe r  tw o  b en e fit p ro d u c ts : a 
p r im a ry  care  p ackag e  and  a c om p re h e n s iv e  
se rv ic e s  p ackage . T h e  p rim a ry  c a re  p a c k a g e  is 
in te n d e d  to m ee t the p re ven tiv e  h ea lth  n e e d s  o f  
s c h o o l ch ild re n , an d  inc lu des w e il-c a re  c h e c k ­
up s . im m un iza tion s , and  hea lth  sc re en in g s . T h e  
c om p re h e n s iv e  c ov e ra g e  w ill in c lu d e  sp e c ia lis t 
p h y s ic ian  se rv ice s , inpatien t and  ou tp a tie n t h o s ­
p ita l ca re , p h a rm acy , d iagnostic  testing , an d  
o th e r  bene fits . T h e  RFP's estim ated  p rem iu m  fo r  
the  p rim a ry  ca re  package  is S I 1 m on th  a n d  S 50  
p e r  m on th  fo r  the  c om p re h en s iv e  p a c k ag e , f o r  
a to ta l o f  561 p e r m on th  fo r  b o th . F lo r id a  H e a lth  
C a re  P lan 's p ro p o se d  p rem ium  fo r  b o th  p a c k ­
ages  is 559  p e r m on th . ( T h e  tw o  d o lla r  d i f fe re n c e  
is d u e  to the fac t that the H M O  w ill n o t be  
re s p o n s ib le  f o r  b illin g  and  e n ro llm e n t .)

C rite ria  f o r  e lig ib ility  fo r  the S c h o o l E n ro i l-  
m en t-B a sed  H ea lth  In su ran ce  P rog ram  in c lu d e : 
fu ll- t im e  e n ro llm e n t in g ra d e ls ) K -1 2 . u n d e r  ag e

20 : and  un in su red  fo r  at le a s t th e  p re v io u s  s ix  
m on th s . P re -s c h o o l s ib lin g s  o r  d e p e n d e n ts  o f  
the  su b sc rib e r w ill b e  e lig ib l . b u t o n ly  fo r  the 
p rim a ry  ca re  p ackage  o f  b en e fits .

P rem ium s w ill b e  s u b s id iz e d  Ix .s e d  o n  fam ily  
in com e . C h ild re n  w h o s e  fa m ily  in c om e s  a re  
b e lo w  130 pe rcen t o f  th e  fe d e ra l p o v e r ty  le v e l 
w ill rece ive  a 100 p e rc e n t p re m iu m  su b s id y  an d  
c h ild re n  w h ose  fam ily  in c om e s  a re  b e tw e e n  130 
an d  185 pe rcen t o f  p o v e r ty  w i l l re c e iv e  a 72  
p e rc en t sub s id y . T h e se  p o v e r ty  le v e l th re sh o ld s  
a re  the sam e as th o s e  f o r  th e  s c h o o l lu n ch  
p ro g ram , and  thus a v o id  the  n e c e s s ity  o f  sc re en ­
ing  c h ild re n  as to  th e ir e lig ib i li ty  f o r  a sub s id y . 
S u b s id ized  e n ro lle e s  m u st s u b s c r ib e  to  b o th  
b en e fit p ackages . C h i ld re n  n o t  e lig ib le  fo r  a 
su b s id y  m ay  pu rch ase  the  p r im a ry  c a re  package  
o n ly  o r  b o th  the p r im a ry  a n d  c o m p re h e n s iv e  
p ackag e s  toge th e r.

S u p p o rt o f  the PTA  a n d  m e d ic a l s o c ie t ie s  has 
a id e d  the d e v e lo p m en t o f  the  p ro g ra m  in V o lu s ia  
C ou n ty . P rog ram  d e v e lo p m e n t  a n d  ac tua ria l 
estim ates have  a ls o  b e e n  s u p p o r te d  b y  the 
R ob e rt W o o d  J o h n s o n  F o u n d a t io n .

T h e  R obe rt W o o d jo h n s o n  F o u n d a t io n  is a ls o  
fu n d in g  a p ilo t in su ran ce  p ro je c t  in  A rkan sa s  that 
h o p e s  to  o f fe r  a v ia b le  in su ra n c e  p la n  by  1992 
u s ing  s c h o o l d istricts ra th e r  th a n  e m p lo y e rs  as 
the  basis fo r  an  in su ra n c e  p o o l .  A rk an sa s  o f f i ­
c ia ls  an tic ipate  using  a p riv a te  c a r r ie r  to  u n d e r­
w rite  the in itiative.




