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(907) 465-3759

M E M O R A N D U M

TO: HOUSE HESS COMMITTEE MEMBERS OF THE 15TH
AND 16TH LEGISLATURES

FROM: REP. JOHNNY ELLIS, CHAIR
HOUSE HESS COMMITTEE

RE: COMMITTEE LEGISLATION RELATED TO FOSTER CARE
DATE: FEBRUARY 9, 1989

During the past interim the House HESS Committee, under 
th Co-chairmanship of Rep. Koponen and myself, held a series 
of hearings dealing with the state's foster care system.
Based on these hearings, the committee adopted a list of 
recommendations (attached) suggesting legislative, 
administrative and funding changes to the foster care system.

We will continue this session to pursue legislative 
remedies to problems in the foster care system. Attached are 
three bills and two resolutions, which I plan to introduce as 
committee legislation next week. This package includes:

* A b 4"l that more clearly declares the best 
interests of the child in statute and modifies 
the criteria for termination of parental rights?

* A bill thac provides for civil liability pro- 
tectioi for foster parents;

* A bill that provides for pre-emancipation 
services for youths in state custody;

* A resolution that encourages the continuation 
of demonstration foster care citizen review 
boards ?

* A resolution that encourages the establishment 
of a master of social work program at the 
University of Alaska.
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In addition to these bills, the committee is supportive 
of and will hear bills by Senator Fischer, SB 138 regarding 
foster parent training, and by Representative Collins, HB 19, 
regarding foster care review boards, as well as a bill that I 
w-11 introduce establishing an advisory council on foster 
care. The committee is also interested in other potential 
legislation, but has refrained from introduction thus far. 
Measures in this category include expanding the licensure of 
social workers and easing the confidentiality requirements of 
minors' records for good cause.

It is my intention to devote a week of hearings to these 
measures. During that week, we will also receive a briefing 
from the Division of Family ar.d Youth Services on 
administrative changes to the system.

At next Tuesday's meeting, we will discuss this and other 
potential committee legislation. Please contact Jim Nordlund 
of my staff at 465-3759 with any comments or suggestions 
regarding the proposed committee legislation.
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There are few state responsibilities greater than our 

obligation to care for our most vulnerable citizens: abused, 
neglected and abandoned children. The state has the moral 
and legal duty to provide the best possible care so that these 
children have the chance to become healthy, happy and 
productive citizens.

We are not doing the best job of fulfilling this mandate.
Many children are inadequately served, many are not served at 
all. Our child protection system is understaffed, 
overstressed and lacks the resources necessary to provide 
adequate protection and care. In particular, the state's 
foster care system needs to do a better job of providing the 
nurturing environment that the child lacks in the natural 
home. State law may need to be changed in order to provide 
clearer direction for the welfare of children.

Recognizing these problems and the possibilities fcr 
positive change, the House Health, Education and Social 
Services Committee has been conducting a comprehensive review 
of the state's foster care system. The Committee has been 
working with the cooperation of the Division of Family and 
Youth Services, the Alaska Foster Parents Association, the 
Governor's Interim Commission on Children and Youth, plus 
other concerned organizations, agencies and individuals. The 
Committee recently completed two days of hearings on the 
foster care system. What follows is a preliminary list of 
recommendations for improvement. The Committee is open to 
additions and further refinement before we move forward with 
specific legislative action.

As an introduction, we have proposed basic mission and 
goal statements which will serve as a foundation for the 
preliminary Committee recommendations which follow. After 
each of the recommendations is a code which indicates the type 
of action(s) necessary. The codes mean: $ - requires
funding; L * requires legislation; A =* requires 
administrative regulation, policy or procedural change;
? * action not clear.

OFFICIAL BUSINESS
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Recognizing that temporary foster care placement will 
always be necessary and that long term foster care is an 
important permanent placement alternative, the foster care 
system must be improved to provide better care for children 
and to enable foster parents to be better guardians.
* Establish expanded and mandatory training for foster

parents. L, $
* Provide additional respite care services for foster

parents. Include respite on a regular basis, not only in 
emergencies. Use other services for respite, e.g.
Big Brothers/Sisters. Consider using foster parent groups 
to coordinate respite program. $, A

* Correct problems with late stipends. Examine payment
system and possibly contract out. A

* Finalize grievance procedure. Consider using unified form
that includes grievances, liability claims, problems with 
foster kids, and recommendations for change. Provide for 
stop action clause as part of the grievance procedure or 
elsewhere. A

* Establish Foster Cara Advisory Board. L, $
* Improve foster care liability insurance. Have claims go

directly to Risk Management. Dovetail with state self 
insurance. L?, A, $?

* insure state defense of foster parents in lawsuits. ?
* Develop a system that combines foster parent training,

competency levels and rate augmentation. A
* Develop better targeted recruitment of foster parents. A
* Provide better orientation for foster parents. A
* Establish complaint investigations of foster parents by a

neutral party. L?, A
* Provide funding for foster parent networking/support. $
* Examine charges of Department retaliation against foster

parents. ?

Goal Two: IMPROVEMENTS IN FOSTER CARE

Goal Three: IMPROVEMENTS FOR DFYS

The fate of foster children lies primarily with the 
Division of Family and Youth Services. The Division does not 
have the necessary resources to provide for adequate 
protection and care of children. Social workers are 
overworked, largely undertrained and too often mired in 
paperwork. Huge caseloads do not allow for adequate attention 
to particular cases. Other aspects of the child protection 
system should be modified so the state can do a better job.
* Devote additional resources to reduce social worker case

loads. $
3



THIS DOCUMENT  
HAS BEEN REPHOTOGRAPHED  

TO ASSURE LEGIBILITY



Alaska SlatE ffiegislature
3Hoube of leprEBEntatfUEB

COMMITTEE ON HEALTH. EDUCATION 
AND SOCIAL SERVICES

POUCHV 
JUNEAU. AK 990HPRELIMINARY RECOMMENDATIONS 4 6 5 -3 7 5 9

for the 
STATE FOSTER CARE SYSTEM

October 1988
There are few state responsibilities greater than our 

obligation to care for our most vulnerable citizens: abused, 
neglected and abandoned children. The state has the moral 
and legal duty to provide the best possible care so that these 
children have the chance to become healthy, happy and 
productive citizens.

We are not doing the best job of fulfilling this mandate.
Many children are inadequately served, many are not served at 
all. Our child protection system is understaffed, 
overstressed and lacks the resources necessary to provide 
adequate protection and care. In particular, the state's 
foster care system needs to do a better job of providing the 
nurturing environment that the child lacks in the natural 
home. State law may r. ed to be changed in order to provide 
clearer direction for che welfare of children.

Recognizing these problems and the possibilities for 
positive change, the House Health, Education and Social 
Services Committee has been conducting a comprehensive review 
of the state's foster care system. The Committee has been 
working with the cooperation of the Division of Family and 
Youth Services, the Alaska Foster Parents Association, the 
Governor's Interim Commission on Children and Youth, plus 
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recommendations for improvement. The Committee is open to 
additions and further refinement before we move forward with 
specific legislative action.

As an introduction, we have proposed basic mission and 
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preliminary Committee recommendations which follow. After 
each of the recommendations is a code which indicates the type 
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administrative regulation, policy or procedural change?
? = action not clear.
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Mission: THE BEST INTERESTS OF THE CHILD
The mission of the state's child protection system should 

be to promote the best interests of the child. Preservation 
of the family or reunification with a child's natural parents 
is often the best alternative, but these efforts should be 
driven by and for the best interests of the child.
* The state children's code should be reviewed and possibly 

modified to insure the promotion of the best interests of 
the child. L

Goal One: SAFETY, STABILITY AND PERMANENCY FOR CHILDREN
Beyond initial efforts to insure a child's safety, the 

state's highest priority should be the ultimate stability and 
permanency of the child. The best efforts must be made to 
keep families together, if appropriate, or to reunify, if 
possible. If these options are not possible, the state should 
consider quick action to terminate parental rights, reduce the 
length of time a child lingers in temporary foster care, and 
secure a long-term nurturing home for the child or prepare the 
child for emancipation.
* Expand intensive homebased family treatment programs to

more quickly get help to families and determine the fate 
of the child. Funding could come from saved foster care 
stipends. Treatment should include an alcohol and drug 
abuse component. $

* Clarify criteria for termination of parental rights so that
the best interests of the child and the child's need for a 
permanent plan are highest priorities. Consider different 
standards for different ages. L

* Change confidentiality statutes so that foster parents and
other3 with a "need to know" have access to information. L

* Continue pilot citizen review permanency planning board
projects in Anchorage and Sitka. $

* Create a permanent, state-wide citizen review board
system. L, $

* Expand the role of foster parents as part of the permanency
planning team. A

* Make greater use of subsidized adoption; beyond just hard
to place kids. ?

* Establish use of subsidized guardianships to increase
stability of certain placements. L, $

* Make long term foster care more viable. A, $
* Establish minimum standards for emancipation. L
* Provide more pre-emancipation services for youth. L.$
* Examine the impediments to adoption. A

2



Recognizing that temporary foster care placement will 
always be necessary and that long term foster care is an 
important permanent placement alternative, the foster care 
system must be improved to provide better care for children 
and to enable foster parents to be better guardians.
* Establish expanded and mandatory training for foster

parents. L, $
* Provide additional respite care services for foster
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tm BY ™ E HEALTH, ELUCATION ANDIN THE HOUSE SOCIAL SERVICES COMMITTEE
HOUSE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 
SIXTEENTH LEGISLATURE - FIRST SESSION 

A BILL
For an Act entitled: 'An Act reLatlng to programs and proceedings concern­

ing childrenj and emphasizing that the best interests 
of the child must be considered under certain pro­
grams and during certain proceedings involving chil­
dren."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 47.05.060 is amended to read:

Sec. 47.05.060. PURPOSE AND POLICY RELATING TO CHILDREN. The 
purpose of this title as it relates to children is to secure for each 
child the care and guidance [, PREFERABLY IN THE CHILD'S OWN HOME,]
that will serve the moral, emotional, mental, and physical welfare of

the chil£ and the best Interests of the community; to preserve and 
strengthen the child's family ties to the extent that those ties are 
in the best interests of the child [WHENEVER POSSIBLE], removing the 
child from the custody of the parents only when necessary because [AS 
A LAST RESORT WHEN] the child's welfare or safety or the protection of 
the public cannot be adequately safeguarded without removal; and, when 

the child is removed from the family, to secure for the child adequate 
custody and care.

* Sec. 2. AS 47.10.080(c) is amended to read:
(c) If the court finds that the minor is a child in need of aid. 

it shall
(l) order the minor committed to the department for place­

ment in an appropriate setting for a period of time not to exceed two



yeara or in any event past the date the minor becomes 19 years of age, 
except that the department may petition for and the court may grant in 
a hearing (A) two-year extensions of commitment which do not extend 
beyond the minor's 19th birthday if the extension is in the best 
interests of the minor and the public; and (B) an additional one-year 
period of supervision past age 19 if the continued supervision is in 
the best interests of the person and the person consents to it; the 
department rr-.y transfer the minor, in the minor's best interests, from 
one placement setting to another, and the minor, the minor's parents 
or guardian, and the minor's attorney are entitled to reasonable 
notice of the transfer;

(2) order the minor released to the minor's parents, guard­
ian, or some other suitable person, and, in appropriate cases, order 
the parents, guardian, or other person to provide medical or other 
care and treatment; if the court releases the minor, it shall direct
the department to supervise the care and treatment given to the minor,

*
but the court may dispense with the department's supervision if the 
court find* that the adult to whom the minor is released will ade­
quately care for the minor without supervision; the department's 
supervision may not exceed two years or in any event extend past the 
date the minor reaches age 19, except that the department may petition 
for and the court may grant in a hearing

(A) two-year extensions of supervision which do not 
extend beyond the minor's 19th birthday if the extension is in
the best interests of the minor and the public; and

(B) an additional one-year period of supervision past 
age 19 if the continued supervision is in the best interests of

the person and the person consents to it; or
(3) by order, upon a showing in the adjudication by clear

- 2 -
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and convincing evidence chat there is a child in need of aid under 
AS 47.10.010(a)(2) as a result of parental conduct and upon a showing 
in the disposition by clear and convincing evidence that the parental 
conduct is likely to continue to exist if there is no termination of 
parental rights, terminate parental rights and responsibilities of one 
or both parents and commit the child to the department or to a legally 
appointed guardian of the person of the child, and the department or 
guardian shall report annually to the court on efforts being made to 
find a permanent placement for the child; there is a rebuttable pre­
sumption in a proceeding under this paragraph that the parental con­
duct is likely to continue if there is no termination of a person's 
parental rights upon a showing by clear and convincing evidence that 
the person has failed, without good cause, to substantially partici­
pate in services offered by the department that were determined by a 
court to be appropriate for facilitating reunification of the child 
with the parent or in equivalent services; in order to establish the 
presumption described in this paragraph, the department shall also 
show by clear and convincing evidence that it provided assistance to 
the parent to enable the parent to participate in the services offered 
by the department.

* Sec. 3. AS 47.17.010 is amended to read:
Sec. 47.17.010. PURPOSE. In order to protect children whose 

health and well-being may be adversely affec ad through the inflic­
tion, by other than accidental means, of harm through physical abuse 
or neglect or sexual abuse or sexual exploitation, the legislature 

requires the reporting of these cases by practitioners of the healing 
arts and others to the appropriate public authorities. It is the 

intent of the legislature that, as a result of these reports, protec­

tive services will be made available in an effort to prevent further

-3-
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1
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harm to the child, to safeguard and enhance the general well-being of 

the children in this state, and to preserve family life lO the extent 

that it is in the best interests of the child to do so fWHENEVER
4 POSSIBLE].
5
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... BY THE HEALTH, EDUCATION AND
IN THE HOUSE SOCIAL SERVICES COMMITTEE

HOUSE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA 
SIXTEENTH LEGISLATURE - FIRST SESSION 

A BILL
For an Act entitled: "An Act relating to civil liability and uninsured

property losses related to foster children."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 09.65 is amended by adding a new section to read:
Sec. 09.65.093. CIVIL LIABILITY RELATED TO FOSTER CARE. (a) 

Notwithstanding other provisions of law, the foster parent, a state 
employee, and a representative of the state are not liable for civil 
damages as a result of

(1) acts or omissions by a minor placed in the care of the
foster parent under AS 47j or

^L2) negligent acts or omissions by the foster parent, state 
employee,‘*or representative of the state thf c result in harm to a 
minor placed in the care of the foster parent under AS 47.

(b) This section does not preclude liability for civil damages 
at a result of gross negligence or reckless or intentional misconduct 
of a foster parent, state employee, or representative of the state.

* Sec. 2. AS 47.35 is amended by adding a new section to read:
Sec. 47.35.110. UNINSURED PROPERTY LOSS. (a) The state shall 

reimburse a licensed foster parent for the uninsured loss of, or 

uninsured damage to, tangible property under the lawful control of a 
foster parent to the extent that the loss or damage exceeds S100 i f  

the loss or damage resulted from the intentional misconduct of a child
in the custody of the state who was placed in the care of the foster

parent under this title.
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(b) Under the conditions described in (a) of this section, the 
state may reimburse a foster parent for an uninsured loss or uninsured 
damage that does not exceed $100.

£
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IN THE HOUSE B.' THE HEALTH. EDUCATION AND 
SOCIAL SERVICES COMMITTEE

HOUSE BILL NO.
IN THE LEGISLATURE OF THE STATE 0F ALASKA 
SIXTEENTH LEGISLATURE - FIRST SESSION 

A BILL
For an Act entitled: "An Act relating to the pre-emancipation services for

certain minors."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 47.10.030(b) is amended to read:
(b) If the court finds that the minor is delinquent, it shall

(1) order the minor committed to the Department of Health 
and Social Services for a period of time that does not (TO) exceed two
years and that doer not [OR IN ANY EVENT) extend past the minor's 19th
birthday [DAY THE MINOR BECOMES 19), except that the department m£/ 
petition for and the court may grant in a hearing (A) two-year e: - 
tensions of commitment that [WHICH] do not extend beyond the minor's 
[CHILD'S] 19th birthday if the extension is in the best interests of
the minor and the publics and (B) an additional jne-year period of
supervision past the minor's 19th birthday [AGE 19] if continued 
supervision is in the best interests of the minor or the minor is 
receiving pre-emancipation services. (PERSON] and the minor [PERSON] 
consents to the additional period of supervision [IT]; the department 
shall place the minor in the juvenile facility [WHICH] the department 
considers appropriate^ [AND] which may include a juvenile correctional 
school, detention home, or detention facility; the minor may be re­
leased from placement or detention and placed on probation on order of 
the court and may also be released by the department, in its dis­
cretion, under AS 47.10.200;

(2) order the minor placed on probation, to be supervised
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1 by the department, and released to the minor's parents, guardian, or a

2 suitable person; if the court orders the minor placed on probation, it
3 may specify the terms and conditions of probation; the probation m ay

« be for a period of time that doe3 [ . ] not [TO 1 exceed tw o  v e a r « :  a n d

5 that does not [IN NO EVENT] extend oast the minor's 19th hlrrhHay (nAV
6 THE MINOR BECOMES 19], except that the department may petition for and
7 the court may grant in a hearing
8 (A) two-year extensions of supervision that [WHICH] do
g not extend beyond the minor's [CHILD'S] 19th birthdav^ if the
10 extension is in the best interests of the minor and the public;
i i ai d
12 (B) an additional one-year period of supervision past
13 the minor's 19th birthday, [AGE 19] if the continued supervision
14 is in the best interests of the minor [PERSON] and the minor
IS (PERSON] consents to it;
16 (3) order the minor committed to the department and placed
17 on probation, to be supervised by the department, and released to the
18 minor's parents, guardian, other suitable person, or suitable non­
19 detention setting such as a family home, group care facility, [OR]
20 child care facility, or supervised independent residence, whichever
21 the department considers appropriate to implement the treatment plan
22 of the predisposition report; if the court orders the minor placed on
73 probation, it may specify the terms and conditions of probation; the
24 department may transfer the minor, in the minor's best interests, from
25 one of the probationary placement settings listed in this paragraph to
26 another, and the minor, the minor's parents or guardian, and the
27 minor's attorney are entitled to reasonable notice of the transfer;
28 the probation may be for a period of time that does not [, NOT TCI

29 exceed two years and that does not [IN KO EVENT] extend past the
-2-
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minor's 19th birthday [DAY THE MINOR BECOMES 19), except that the 
department may petition for and the court may grant in a hearing

(A) two-year extensions of commitment that (WHICH) do 
not extend beyond the minor’s [CHILD'S) 19th birthdayx if the 
extension is in the best interests of the minor and the publics 
and

(B) an additional one-year period of supervision past 
the minor's 19th birthday. [AGE 19) if the continued supervision 
is in the best interests of the minor or the minor is receiving 
pre-emancipation services, [PERSON] and the minor [PERSON) con­
sents to the additional period of supervisions [ITj OR)

(4) order the minor to make suitable restitution in lieu of 
or in addition to the court's order under (1), (2) or (3) of this 
subsection; or [.]

(5) order the minor committed to the Department of Health 
and Social Services for placement in an adventure-based education 
program established under AS 47.21.020 with conditions the court 
considers appropriate concerning release uprn satisfactory completion 
of the program or comsitment under (1) of this subsection if the 
program is not satisfactorily completed.

* Sec. 2. AS 47.10.080(c) is amended to read:
(c) If the court finds that the minor is a child in need of aid, 

it shall

(1) order the minor committed to the department for place­

ment in an appropriate setting, which may Include a supervised in­
dependent residence, for a period of time that does not [TO) exceed 
two years and that does not extend [OR IN ANY EVENT) past the minor's 
19th birthday [DATE THE MINOR BECOMES 19_ YEARS OF ACE), except that

4

the department may petition for and the court may grant in a hearing

-3-
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(A) two-year extensions of commitment that [WHICH] do not extend 
beyond the minor's 19th birthday^ if the extension is in the best 
interests of the minor and the public; and (B) an additional one-year 
period of supervision past the minor's 19th birthday, [AGE 19] if the 
continued supervision is in the best interests of the minor or the 
minor is receiving pre-emancipation services. [PERSON] and the minor 
[PERSON] consents to the additional period of supervision [IT]; the 
department may transfer the minor, in the minor's best interests, from 
one placement setting to another, and the minor, the minor's parents 
or guardian, and the minor's attorney are entitled to reasonable 
notice of the transfer;

( ?) order the minor released to the minor's parents, guard­
ian, or some other suitable person, and, in appropriate cases, order 
the parents, guardian, or other person to provide medical or other 
care and treatment; if the court releases the minor, it shall direct I
the depareaant to supervise the care and treatment given to the minor, 
but the court may dispense with the department's supervision if the 
court finds that the adult to whom the minor is released wlli ade­

quately care for the minor without supervision; the department’s 
supervision may not exceed two years and mav not (OR IN ANY EVENT] 
extend past the minor's 19th birthday [DATE THE MINOR REACHES AGE 19],
except that the department may petition for and the court may grant in

a hearing
(A) two-year extensions of supervision that [WHICH] do 

not extend beyond the minor's 19th birthdayx if the extension is
in the best interests of the minor and the public; and

(B) an additional one-yeat period of supervision pas: 
the minor's 19th birthday, [AGE 19] if the continued supervision
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[PERSON] consents co lti or

(3) by order, upon a showing in the adjudication by clear 
and convincing evidence that there is a child in need of aid under 
AS A7.10.010(a)(2) as a result of parental conduct and upon a showing 
in the disposition by clear and convincing evidence that the parental 
conduct is likely to cont -ue to exist if there is no terminati' of 
parental rights, terminate parental rights a=d responsibilities of one 
or both parents and commit the child to the department or to a legally 
appointed guardian of the person of the child, and the department or 
guardian shall report annually to the court on efforts being made tc 
find a permanent placement for the child.

* Sec. 3. AS 47.10.230 is amended by adding new subsections to read:
(h) The department shall provide appropriate pre-emancipation 

services to a child 16 years of age or older who has been committed to
the custody of the department and who makes a request to receive the
services, unless the department finds that pre-emancipation services 
are inappropriate for the child. The couaissioner shall adopt regu­
lations establishing criteria for determining whether pre-emancipation 
services are inappropriate for a child. The services may include

(1) assistance in completing academic or vocational train­
ing designed to make the child employable)

(2) assistance in acquiring suitable housing;
(3) training in skills needed for independent living;
(4) assistance in petitioning for removal of the disabili­

ties of mJnorityi and
(5) social support and services coordination

(i) The department may award a grant to or cone'act with a 
municipality or with an entity Incorporated under AS 10.20 to provide 

pre-emancipation services under (h) of this section. The commissioner
-5-
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shall adopt regulations establishing criteria for the award of grants 
under this subsection.
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MEDICAL INDIGFNCY

PROJECT

I he N ational C onference c»t Suite 
I cgislulurcs (N( SI ) has a strong com m it 
m a il to {insisting slate legislatures w ilh a 
variety til medical uuligcncy issues. NCSL 
is assem bling a consortium  o f  flinders to  
aiMless the problem s of medical indigency. 
’I lie C olorado Trust and A m erican C ol 
lege of I'.merge lie y Physicians arc  the first 
to su|i|Miii the M edical Indigency Project. 
NCSI. received a tw o-year gran t front the 
< olorado 'l rus! to  assist stale legislator s hi 
developing |H )licieson health care for the 
m edically  indigent The C olorado T rust is 
ri private foiiridation estab lished  in IVH5. 
Its prim ary m ission is to p rom ote and 
enhance the health  and w ell-being o f all 
jv o p le , particularly  the c itizens o f  C o lo ­
rado. The A m erican C ollege o f  Fm cr- 
gency Physicians strives to provide a uni-

[ying direction ol p iiqm sc in the lield o f  
inergency m edicine. The co llege p ro ­

vides in form ation regarding the practice 
|d  em ergency m edicine and encourages 
training of em ergency physic ians, with the 
mm ol im proving em ergency room  cure.

The project conducts on-site  techn i­
cal assistance, publishes jieriodic re|R>rts, 
jaiul m aintains an inform ation c lea ring ­
house uu innovative stale p rogram s o f  care  
lor tin m edically indigent. The project 
(also w ill produce three new sletters on is ­
sues concern ing  the rncd ica"y  indigent. 
ProjectNoles is the first in a  series o f  reports 
jcit access to care , financing, and the q u a l­
ity o f  health care  for the m edically  in d i­
gent.

TECHNICAL ASSISTANCL

le i h n iu l  asMSi.utii u i v iu s  td h i  
I' lasl ilm es pnigtunis la ilo ti'd  (»■« ili< jflv
to  thetr - ta in 's situation A ssistant n in the
jso t lujs ii'i'hidcd sjv i nil work shops, .1 v.is- 
t.tnr <- w ith  d rafting  I 'g is la tin n .an d  'p rc ia l
(> -.lull, ill)

A MttmlR'i ol states futve e s p r e w t l  an 
interest m Icchtiical assistance lor I >H** 
|99ft on a variety ol topics related  to n r  
issue o! m edical indigency. R equests lor 
lei luiical assistance com e Irom  stale'; with 
l.ugc m edically  indigent populations and 
states that have c \ |v h e n c e d  a recent m- 
ctcase m this group S tates chosen  to ie- 
ccivi technical assistance arc determ ined 
act o td m g  to need, issue area , po ten­
tial im pact o legislative prtK css, and
legislative tid e ie’I It your state legislature 
is interested in m ore inform ation on te c h ­
nical assistance prograr s conccnung  is ­
sues affecting the medically indigent, please 
contact project staff.

PUBLICATIONS

T he M edical Indigency P ro ject has 
produced a variety of publications and other 
inform ation resources on m ajor m edical 
indigency health  policy issues. O ne copy 
o f  each publication  is prov ided  upon re ­
quest at no  cost to stale leg isla tors. leg isla­
tive sta ff, and state legislative libraries. 
Please contact N C SL’s Book O rder D e­
partm ent at the num ber listed in the FYI 
section.

December 1

INFORMATION
CLEARINGHOUSE

H ie  M edical Indigency Project and 
other health projects have developed an 
extensive inhum ation  clearinghouse on a 
variety  ol health topics. I lie inform alm u 
clearinghouse guarantees legislators and 
legislative stall a quick, reliable, and know! 
cdgeable source of inform ation when re 

.search  reports and legislation are being 
form ulated N C S I.’s H ealth Services 

! Program  fields over I.(MM) informal ion 
req u est; a year from  legislative offices, 
health departm ents, other health care pro 
fcssioiiuls, and the m edia.

Requests covet abroad range of medical 
indigency topics, including: uiicompcn 
sated care, M edicaid eligibility  and ex 
pansion, funding som e es, health insurance 
regulation , risk pools, inundated health 
benefits, and state program s lor the m edi­
cally indigent. The resources ol the M edi­
cal Indigency Project inform ation c lea r­
inghouse m ay be accessed by contacting 
project sta ll.

MEETINGS 
AND SEMINARS

JC SI.’s Annual M eeting and otliet 
sem inars and conferences provide an op ­
portunity  to reach a large num ber of inter­
ested  legislators. I leaillt issues are always 
am ong the m ost im p o ru n iscssio n sa l llie.se 
m eetings and draw  large audiences. Infor­
m ation on u|>coming w orkshops will lie in­
cluded  in future ed itions o f ProjeclNotes.
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RIGHT GR PRIVILEGE:
S H O U L D  EVERYONE HAVE ACCESS TO BASIC HEALTH CARE?

"In  a i ivilired society, every m a n lie r  o f  society  .should have  
in i e.w in a hasic. /m ckayc o f  health services ."  Owe R einhardt, a 
I’lincclon econom ist and m em ber o f  the National L eadership
(   ission on I leaillt C are, has likened this to the guaran tee of
universal access to public education. Yet, the United States anil 

'South Africa are the only m ajor industrialized pow ers that fail to 
j  guarantee access to  health care.

Am ericans struggle with the issue o f  w hether health  care is a 
[rigid ot a privilege. In a country that has the best health care 
{technology in the w orld, nearly  37 m illion o f  its citizens d o  not 
have health instrtancc. T hose w ho cannot afford  to  pay, often 
called the “ m edically ind igent,”  face m ajor access batricrs to 

Jhealth cate services.
In the absence o f  a national health policy , the health care 

a t cess and rights debate is centered in state legislative cham bers, 
j M edical indigency and uncom pensated health care costs w ere 
identified as top p iiority  issues for the 19X9 legislative sessions, 
and will continue to  dem and attention in the 1990s. The three 
prim ary concerns identified by legislators arc ensuring access to 
health care, paying for it, and expanding  the availab ility  o f 
insurance to uninsured persons. H ealth care analysts have su g ­
gested that while in past years stale leg islatures proceeded slow ly, 
states arc now taking a leadership  position on these issues. 
Access, cost, anil quality  issues con tinue to headline the policy 
concerns o f consum ers, providers, and payers.

Financing health care for people who do  not have private in ­
surance or w ho arc not elig ib le for governm ent program s is a 
m ajor problem  for sla te legislatures. M edical indigency has taken 
on greater urgency in recent years b cc au sco f changes in the health 
care system . In the past, health care providers used a portion o f 
their profits frot” paying patients to subsid ize the cosLs o f  care to 
this nonpaying group. R ecent efforts by insurers, llic business 
com m unity, and governm ent to reduce their health care costs have 
made it increasingly difficult for prov iders to  continue this p rac­
tice. The focus o f th is article is universal access lo health  care and 
slate efforts lo ensure availability.

Who are the medically indigent?
T he term "m ed ica lly  ind igent”  usually applies lo low - 

incom e uninsured people w ho arc unable to pay for the ir m edical 
care. O thers may also  be included in a  sla te ’s defin ition , including 
insured persons w ho cannot afford to pay for services n o t covered 
by their policies, o r for high insurance deductib les o r co -pay ­
m ents. Even m iddle-class individuals m ay be considered m ed i­
cally indigent if they cannot pay for the costs o f  a catastrophic 
illness or accident. The follow ing item s reveal inform ation abou t 
uninsured and medic J l y  indigent people that m ay b c o f  in terest to 
state lawm akers:

<» A lthough M edicaid elig ib ility  criteria vary widely among 
sta les, on the average, an A m erican  wilh tw o children may 
earn no m ore than $6 ,036ann iia lty  lo qualify for M edicaid. In 
A labam a, a fam ily o f  three can  earn no m ore that S 1,4 IX per 
year to he elig ib le for M edicaid, in C alifornia, the threshold 
is $10,704.

o O ne in three A m ericans is w ithout adequate insurance cover­
age and m illions go w ithout basic health care services, 

o N early one-th ird  o f  H ispanic A m ericans are uninsured, 
o M ore than one in five A frican A m ericans do not have health 

insurance.
o O ne-third o f  the uninsured arc  children , including som e five 

m illion adolescen ts aged 10 to IX. Uninsured children 
receive 40  percen t less physician care than insured children, 
according lo  the N ational A ssociation o f  C h ild ren’s Hospitals 
& R elated  Institu tions (N A C H R I). 

o F orty-four percen t o f  uninsured children live in families with 
incom es below  the federal poverty  level, 

o A lm ost 20 percent o f  uninsured children live with an adult 
w ho is insured through the w orkplace, 

o T he incidence o f uninsured residents is a lm ost twice as high 
in the W estern and Southern states than in the North Central 
and N ortheastern states, 

o  Persons w ithout health  insurance " s e l f  ra tio n ”  by seeing a 
doctor abou t 65 percen t as frequently  as those with coverage 
o r by not even  seeking m edical care, 

n M illions o f  persons w ho do receive health care services, but 
e ither cannot pay or do  not pay  for them , generate billions o f  
dollars o f  uncom pcnsalcd health  care costs each year.

“Establishing priorities in health care is a 
necessary step toward defining adequate 
health care “ Sen. John Kitzhaber. MD, 

President, Oregon State Senate

Should the health system be restructured ?
T he last scvcra1 years have w itnessed  a sh ift in public policy 

approaches to m eeting the needs o f  the m edically  indigent. The 
health  care  system  is seeing  a ch an g e  in the “ Robin H ood" cthic 
o f  com pliance w ith  the expectation  that providers are somehow 
obliged lo  serve patients regard less o f the ir ab ility  to  pay. Public 
debate is b rew ing about how  m uch health care is “ ad eq u ate"  for 
those w ho canno t pay for i t  A s this debate continues, several 
factors point to a health ca rc  system  with grow ing problems:
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o I Icalllt care costs  con tinue to skyrocket. In 1988, national 
health expenditures w ere 11.3 percent o f  the gross national 
product (G N P), the broadest m easure o f  U.S. econom ic 
activ ity . By 1993, health  care spending will grow to an 
estim ated 13 percent o f  the G N P.

(» The gap  betw een the m edical “ haves”  and "h a v e  no ls”  is 
w idening.

o M illions o f A m ericans report financial barriers to receiving 
adequate health care, 

o The U .S. has one o f  the highest infant m ortality  rates in the 
industrialized w orld, exceeding  that o f  16 other developed 
nations.

u O ur n a tion ’s safety net is fraying. Public hospitals arc 
endangered and no longer have the resources to serve as 
health providers o f  last resort, 

o The ability  o f  hospitals to  absorb  uncom pensated care costs 
has d im inished as their ab ility  to  shift costs has declined and 
as the uninsured population has grown, 

a  Physicians repo rt that the aged, poor, and uninsured utilize 
em ergency room s as a prim ary source o f  health care and that 
overcrow ding is severely  lim iting the p u b lic 's  right to tim ely 
and good  quality  care, 

n A ccess to  em ergency m edical and traum a services is th rea t­
ened by th eco n tin u in g p ro b lcm so l health care financing and 
because so m any em ergency room  patients arc uninsured. 
Em ergency room  closures presen t access problem s even for 
those w ho arc fully insured, 

o U.S. hospitals and em ergency room s w ith too m any patients 
and too few beds arc in a  w idespread and grow ing crisis, a c ­
cording to  the A m erican C ollege o f E m ergency Physicians 
(ACEP).

u In som e quarters , M edicare and M edicaid arc equated with 
charily  care because reim bursem ents under these program s 
som etim es arc far below  costs, 

o M edicaid elig ib ility  has been eroded over the p ast decade, 
governm ent reim bursem ent levels and “ red tape”  inhibit 
physic ians from  treating the poor, and em ergency room s 
have been labeled as the "o p en in g  through w hich debts 
b low .”

These and o ther problem s fuel the national health care debate. 
State legislators find them selves in the m iddle o f  the fray.

Can change be expected?
"flic overrid ing problem  w ill not be solved right away, and the 

issues raised as a result will se t the agenda for change. Inequities 
in the d istribu tion  and provision o f  care will require change at 
m any levels. The need ri r  change is apparen t, but there is no 
consensus as  to w hat fo m  the change will take in light o f 
expectations versus econo ic realities.

C an im provem ent at t sta te and local level resolve the in ­
creasing financial burden oi oviding care on the national level? 
Departm ent o f  H ealth and Hi an Services Secretary Louis S u l­
livan, MD has declared that ate and local governm ent anil 
private em ployers m ust share i the solu tion  to the problem . 
Scholars suggest that total rcsourc *s be determ ined in the context 
oi la te ra l and state budgets.

Rationing has been proposed as on e  possib le solution to  the 
current crisis  o f  co s t in hea lth  care. A dvocates believe the 
allocation o f  resources m akes funding decisions m ore rational.

"hi an era offederal budget deficits and tight state  
budgets, how to assist the medically indigent has 
become a question o f what is the most efficient 

allocation o f limited dollars."
Katherine Swartz and Debra Lipson, Strategies 

for Assisting the Medically Uninsured

Rationing also has been criticized as an unhealthy " s to p g a p "  
m easure that denies care  to  the m ost deserving segm ents o f the 
m edically  indigent population. P roponents argue that a tw o-tier 
system  is developed, offering  “ second c lass”  m edicine in a top 
quality environm ent.

O ver the past five years, the slates have taken the lead in 
developing legislation to address the grow ing problem  o f  paying 
for and ensuring access to m edical serv ices for the m edically in­
digent. States have experim ented  w ith a num ber o f  different 
program s for the indigent. The m ajority  o f  slate legislatures have 
enacted o r considered b ills to expand access to and finance health 
care fo r m edically indigent persons.

Conclusion

T he answ er to the question o f  w hether access to basic health 
care for all is a right o r a priv ilege is both  political and policy 
oriented. The U.S. Suprem e C ourt has determ ined that llicre is no j 
constitu tional right to m edical care, e v e r  to m edical care that is | 
lifesaving. Future solutions will com e from C ongress and the j  
individual state legislatures. C hanges to the current health  care 
system  will require an exam ination  o f  the following:
1. Com m unity interdependency -  the inevitable conclusion that 

no on e  group can do it alone.
2. V oluntary  action -- the acceptance o f  short-term  and inter­

m ediate strategics to  develop an equitable and affordable 
long-term  solution.

3. D ecision m aking process -  the prom ise o f  specific benefits 
or the rationing o f  health care services.

FYI
For further information on 
project activities, contact: 

Shclda L. Harden 
Policy Specialist 

Health Services Program 
Human Services Department 

1050 Seventeenth Street, 
Suite 2100 

Denver, Colorado 80265 
(303) 623-7800
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STATE ACTIVITY

Hawaii

"Hawaii diil it first," said Statu Representative Jim Slum, chair of  
Hawaii's Health Committee in the House o f Representatives, referring to 
the stale's 19X9 Universal Health Care Insurance Act. "By guarantee­
ing'. health care insurance for all o f Hawaii's people, we have taken 
another step toward national leadership in health care."

'Hie new law focuses on basic coverage for preventive primary care, 
prenatal care, childhood immunizations, mammograms, pap smears, and 
.ill aspects of outpatient care. Also included are an expansion of 
Medicaid services and specially targeted health services for gap groups 
that have difficulty ohluining conventional insurance, such as the hotm 
less. Fifty thousand Uninsured Huwuiiuns will gain health insurance 
coverage under the new law. The stale Department of I lealth will udmini - 
ster the program and purchase health care coverage for specific services 
frninpriviilehcallh insurance contractors for individuals whoqualify for, 
and choose to purchase the bargain coverage on a sliding-fec-scalc basis. 
’Iltcse are primarily low-income individuals who cannot participate in 
existing programs and do not have the means to purchase private health 
care insurance tverugc.

Massachusetts
Htc Health Security Act o f 19XX created one of themostcr nprehcn- 

sive health insurance plans in the nation. The law guarantees the giadual 
introduction, over four years, o f coverage for all residents. The legisla­
tion was designed to expand tltc number o f businesses providing insur­
ance to their employees, Other uninsured persons arc to receive insur­
ance through a stale program administered by the new Department of 
Medical Security. By 1992, businesses with more than five employees 
will he required to pay a surcharge of 12 percent of each full-time 
employee's first S 14,000 in wages into a health insurance trust fund, up 
to a maximum of SI .680 per employee.

Employers who provide health insurance can deduct those costs 
from the surcharge, resulting in major new costs only b employers who 
do not provide insurance. Although this approach is designed to comply 
with the federal Employee Retirement Income Security Act ("ERISA) 
provisions, it is unclear whether it would survive a couit challenge. Tltc 
law also provides positive incentives for small businesses to provide in­
surance before the 1992 deadline. A number o f insurers arc in the im- 
pL mentation phase of the health insurance program and some 15,000 
residents have gained insurance coverage from the state; most arc 
disabled unemployed adults, disabled children, pregnant women, and 
people wlio have left w elfare to take a job without insurance. However. 
Massachusetts is currently in the mids. o f  a serious economic crisis that 
is I ikely to affect the universal health law. Critics worry that the stale will 
not carry its share of the costs,

C alifornia

In the last It) years California's uninsured population has risen 
approximately 60 percent to 5.2 million people. Two-thirds o f  the < '•in­
sured residents are either employed or dependents o f someone who is cm - 
ployed. Two hills signed into taw this fall arc designed to ensure 
coverage to all working residents by 1992:

A task force authorized under ( hapler 829 (A lt 350) w ill report to 
the legislature Mart h 1 .1990 on the statutory responsibility of employers
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to provide employees with insurance and changes in insurance rate 
setting practices to ensure that coverage is both available and affordable.

Chupler 797 (SB 1207) expands eligibility for small business tax 
credits for employer-sponsored health coverage. A lux credit of tip to525 
a month |>cr employee (or 25 percent of tltc cost paid or incurred during 
a lax year by an employer to provide coverage) to firms that provide 
benefits equal to or better than those in the basic program. Eligible firms 
ate those that employ 25 or fewer workers and employers will be required 
to pay at least 75 |>crccnt o f the premiums. 'Ihe lax credit will take effect 
in January 1992.

Oregon
■ m, over 400,000 jxmplc -  one out o f every five I iving in the 
no health coverage. In the absence o f a federally approved 

, .<mil healdt policy, Oregon arrived at the following prescription to 
provide access to health care for everybody:

Of the 300,000 Oregonians living below the Federal Roverly Level 
(FPL), only 160,000 are being served by the slate Medicaid program. 
Chapter 836 (SB 27) revises tiic current state Medicaid program to 
expand eligibility and redesign the health eare package. Eligibility 
would expand by allowing all residents unde- 100 percent FPL to have 
access to Medicaid benefits. Currently, eligibles include families under 
58 pc!cent FPL, pregnant women with young children up to 100 percent 
FPL, medically needy, utul aged, blind, and disabled.

The IxmcFit package would be redesigned by the Health Service I 
Commission appointed to review all health services, as generally prc- 
scriocd by the act, an J rank them in order of most important to least 
important. The commission will present its recommendations to the 
Joint Legislative Committee on Health Care, which will make recom­
mendations to the Emergency Board. The Emergency Board and 
sul sequent Ways and Means Committees will appropriate funds on a per , 
capita rate, which will determine the quality of the health care package. 
Revenue shortfalls will not result in reduction in eligibles or provider 
rates, but by reduction in die benefit package.

A tax credit program was established in 1988 to encourage small 
businesses, who have not previously offered health care benefits, to 
provide such benefits. In return, the employer receives an affordable | 
benefit package and a tax credit o f  up to S25 per employee per month for 
as long ax die employer provides the benefit. Chapter 381 (SB 935) 
attempts to provide access to health care for uninsured working Orego­
nians by expanding the existing lax credit program administered by the 
Insurance Pixil Governing Board and creating incentives and rewards to 
cmploycrx who provide health benefits.

Ch" 838 (SB 534) addresses the problem o f  providing health 
to the uninsured and uninsurablc and the need to spread the , 

i/jd i* base as possible. The measure establishes die Oregon 
Vj»c * -nxurancc Pool Board as a state agency to supervise a medical 

insurance risk pool. It also appropriates S! in million general f Ism the 
Oregon M cdin l Insurance Pool Account

O ther

In New York, state health commissioner David Axelrod, MD, 
proposes! a universal insurance coverage plan, with elements o f cost 
control, in September o f  Utis year. The UN Y*Care plan is expected to he 
introduced in die 1990 legislative session. In Pennsylvania, state rep 
rcscntalivc Donald W. Dorr introduced j package o f  bills to increase the 
availability o f health insurance and health services.
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Research Analyst III 
Research Analyst II 
Clerk Typist III

sal/w-porq 
3336/4237 ino 
2702/3431 mo 
1731/2198 mo

12 months 
60,844 
41, 172
26,376

6 months
25,422
20,586
13,188

3 months 
12.711 
10,293 
6, 594

PERSONNEL 1st year 2nd year
RAIII 18 months = $ 76,266 $ 25,422 $ 50,844
RA II 15 months 51,465 10,293 41 ,172
C T 15 months 32,970 6, 594 26,376

total personnel $160,701 $42,309 $118,392
TRAVEL (18 MONTHS)
5 meetings, plus 3 exec, meetings with chair $ 6,750
Evenings will be public meeting & discussion
Next day is education/work session
3 days per diem; avg. fare $400

Staff & advisory commission (6 plus 3) 12,150
9 @ $90 X 3 X 5 =

4 out-of-state trips by staff 4,000
total travel $22,900

CONTRACTUAL 1ST YEAR 18 MO
Printing $ 1,000
4 X $5,000 for expert testimony & task force 20,000
education

Advertizing (display ads) 3,000
Telephone long distance calls 1,000
office space (500 sq. ft. lease @ 1.50 per sq ft) 9,000

total contractual $31,000 46,500
SUPPLIES

paper goods, office supplies 
reference books 

total supplies

1ST YEAR 18 MO

$ 600 
300

$ 900 1,350
EQUIPMENT

Word processor $ 4,200
GRAND TOTAL FOR PROJECT $235,651
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The Arizona Health Care Cost Containment System is now in its eighth 

year as a Medicaid demonstration project, and changes in the health care 

industry promise to make it yet another year of challenges. AHCCCS has 

already demonstrated that it costs less than traditional Medicaid in other 

states —  an independent study by SRI International, a nationally known 

research organization, shows a substantial cost savings (see Page 20) —  and 

that the partnership between the public and private sectors is working.

The program began Oct. 1, 1982, and is now serving almost 290,000 needy 

Arizonans, mostly mothers, children and elderly persons. Among these are 

11,417 people who have qualified for services under the Arizona Long Term Care 

System, a major new program for the developmentally disabled, elderly and 

physically disabled that started in January 1989.

BACKGROUND

Before 1982, Arizona was the only state not participating in the 

federal Medicaid program, which began in the mid-1960s. Since 1864, health 

care for Arizona's low-income population was provided by the counties through 

county hospitals and clinics, or through contracted providers.

A statewide county government fiscal crisis in 1980-81, due in part to
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escalating health care coBtu and a new law that limited county budget 

increases, compelled the Legislature to propooe a Medicaid demount rat ion 

project funded by federal, state and county government! .

In the Bpring of 1982, AHCCCS was approved as a three-year 

demonstration project (under Section 1115 of the Social Security Act) by the 

Health Care Financing Administration, the federal agency that oversees the 

program. AHCCCS officially began Oct. 1, 1982. HCFA has since given the 

program repeated extensions to continue operating and receiving federal funds 

as a demonstration project. T late November 1988, HCFA approved a five-year 

extension until 1993. Arizona, on the other hand, gave AHCCCS permanent 

status in 1987.

The goal of the AHCCCS project was to develop and test a new delivery

and payment system for providing health care services, facilitate cost

containment, improve patient access and, at the same time, encourage quality 

care and efficient treatment.

The original program design called for a private contractor to serve as 

the day-to-day administrator. The administrator's responsibilities included 

enrollment functions, health plan oversight, audit and compliance functions, 

claims processing, medical quality assurance, and grievance and appeals.

The program was implemented with very little time for planning and

development. Virtuall” every review of the early years of AHCCCS cites an 

inadequate amount of time for planning.

During its first 18 months the program was beset with a number of 

administrative and ludgetary problems, which resulted with the termination of 

the private administrator's contract less than halfway through the term.

There was a tremendous amount of negative press about the program, resulting



in a Jack of confidence by elected officials, the medical community and the 

public at large.

After having received a notice of contract termination from the private 

administrator In March 1984, the state assumed the administration of the 

program. A tasik force was appointed to manage the. transition from the private 

sector to the state.

Within 30 days, the state successfully took over the operation, It 

hired 150 employees, transferied the private administrator's computer software 

system to state computers, and brought on-line a new computer center.

The AHCCCS program was mobilized to assume a strong, regulatory 

position. New challenges included:

—  Performing financial and contractual compliance reviews of 19 

contracting health plans.

—  Quality control review of the county eligibility systems.

—  Medical quality-of-care audits of the health plans, some of the most 

thorough medical reviews of any Medicaid program.

—  Increased staffing for the audits, compliance and utilization review 

functions.

After the state assumed administration of the program, two health plan 

contracts were terminated due to plan insolvency and another plan with new 

management was successfully reorganized under the federal bankruptcy 

statutes. AHCCCS was then, and remains today, the only statewide prepaid 

Medicaid system in the country.

-5-



FUNDING

AHCCCS in funded by a combination of Gtace, county and federal 

contrlbutIona. The chart on Page 5 ohowa the AHCCCS budgets by revenue source 

since Fiscal Year 1982-83. Before FY 1988-89, the percentage of funds 

contributed by the atate continued to grow partly because of the addition of 

the Children's Care Program, which is 100 percent state-funded. Because the 

counties' contribution is fixed and the federal government's risk-sharing is
I '*1

limited, the State General Fund has absorbed a number of program cost 

increases. There have been increases in the federal percentage over the past 

three years, which can be attributed to two factors. First, the AHCCCS 

Administration has more aggressively pursued more federal matching funds. 

Second, more federal funds have become available as Congress has expanded 

federally matched eligibility under Medicaid for more pregnant women and 

children.

AHCCCS differs from traditional Medicaid programs in that its "match" 

of federal funds is in the form of capitation payments (fixed rates based on 

AHCCCS population numbers) rather than being based on services rendered. The 

state is capitated by the federal government on a prepaid v-sls per its 

Section 1115 waiver agreement for the categorically eligible, and therefore it 

is at financial risk for containing health care costs.

Captitation rates were established according to actuarial estimates and 

represent 95 percent of the estimated cost of services that would have been 

provided under a fee-for-service arrangement. The actuarial study, conducted 

by Actuarial Research Corporation (contracted by HCFA), was based on 

utilization and cost data obtained from several surrounding states. The
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AHCCCS BUDGETS 
by fiscal year

( 000 )

State Federal Other* Total

1982/83 22,050 37,800 55,300 115,150

1983/84 81,270 57,063 80,457 218,790

1984/85 124,621 66,772 65,272 256,664

1985/86 141,311 70,120 62,912 274,343

1986/87 127,822 87,148 72,162 287,132

1987/88 187,193 111,983 78,050 377,226

1988/89** 245,216 311,402 123,906 680,524

1989/90** 320,293 452,026 159,475 931,794

* Primarily county funds

** Includes long term care
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amount paid the state has been based on the estimated number of enrollees in 

each eligibility category multiplied by the respective capitation rate. 

Quarterly adjustments are made for the actual number of enrollees. Having 

established the capitation rate, HCFA then pay3 the state based on a federal 

matching rate of about 62 percent of that rate.

The annual county contributions for the acute care portion of the 

program are fixed by statute at 50 percent of the lesser of what they budgeted 

or spent on health care in FY 1980-81, which resulted in an annual 

contribution of $63,073,476. A change was made to Pima County's contribution 

in 1986 based on a re-evaluation of their 1980-81 indigent health care 

expenditures by the Auditor General. The only change made to the statutory 

formula since the inception of the program also reduced Pima County's 

contribution. That change to the county contribution formula (per Laws 1986, 

Chapter 380, Section 19) limited the amount of county contributions beginning 

with FY 1987 to 33 percent of the amount that AHCCCS expended in that county 

for FY 1984. That change affected only Pima County's contribution, which was 

reduced by $3,403,130 to $12,737,224.

The chart on Page 7 shows the history of the counties' annual 

contributions to the acute care AHCCCS program. The chart illustrates that 

while the AHCCCS program has grown significantly, the county contribution to 

acute care has actually decreased.

It is important to note that the startup of the long term care program 

in FY 1988-89 increased the counties' contribution to the program. The 

counties' contribution is to cover the entire local share of the long term 

care program costs for the elderly and the physically disabled. However, as 

discussed later, the counties' contribution to long term care was capped
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ANNUAL COUNTRY CONTRIBUTIONS 
TO AHCCCS ACUTE CARE PROGRAM

FY 87 
FY 88

FY 84 
FY 85 

CONTRIBUTION
FY 86 

CONTRIBUTION

FY 89 
FY 90 

CONTRIBUTION

APACHE $ 262,476 $ 262,476 $ 262,476

COCHISE 2,161,200 2,161,200 2,161,200

COCONINO 724,956 724,956 724,956

GILA 1,379,280 1,379,280 1,379,280

GRAHAM 523,044 523,044 523,044

GREENLEE 186,108 186,108 186,106

LA PAZ 207,000 207,000 207,000

MARICOPA 32,933,076 32,933,076 32,933,076

MOHAVE 1,207,956 1,207,956 1,207,956

NAVAJO 302,964 302,964 302,964

PIMA 17,378,112 16,140,357 12,737,224

PINAL 2,649,756 2,649,756 2,649,756

SANTA CRUZ 471,288 471,288 471,288

YAVAPAI 1,393,260 1,393,260 1,393,260

YUMA 1.293.000 1.293.000 1,29.3, OOP

$63,073,476 $61,835,721 $58,432,588
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According to statute for the first two years of the program. The Legislature 

must now re-address the counties' funding of Medicaid long term care.

ELIGIBILITY GROUPS

AHCCCS provides services to several different groups of people. These 

include categoricals and the Medically Needy/Medically Indigent. Categoricals 

are those people who enter AHCCCS through a program for which federal matching 

funds are available. Examples are persons who are receiving Aid to Families 

with Dependant Childi.cn (through the Department of Economic Security) or 

Supplemental Security Income (through the Social Security Administration). 

Other eligible groups that are defined by Arizona statute only —  such as the 

Medically Needy/Medically Indigent who come to AHCCCS through the counties —  

receive no federal matching funds. A chart showing the income levels for each 

eligibility group can be found in Appendix A.

Eligibility groups are briefly described below:

1. Categorically eligible

By federal law, these groups must be covered by AHCCCS. A person may 

qualify for AHCCCS benefits through the Aid to Families with Dependent 

Children (AFDC) program, through the AFDC-related Medical Assistance Only 

(MAO) group, or through the Supplemental Security Income (SSI) program and 

SSI-related MAO groups. Federal regulations define these groups. The Arizona 

Department of Economic Security (DES) performs eligibility determinations for 

AFDC-related applications. The Social Security Administration, a federal 

agency, performs eligiblility determinations for the aged, blind and disabled
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C A L I f O S N l A L E G I S L A T U R E

SENATE OFFICE OF RESEARCH

C' litetri K K«'tl»n O'KIW

March 9, 1990

Dear rrlend:

Over 5 allllon person* in California do not have health Insurance 
and consequently face United access to health car* services.

Lack oi health insurance and lack of access to health care are 
growing problems for California. Between 1979 and 1986 the 
number of persons without health insurance increased by 50 
percent. Due to current population and Immigration trends, the 
number is likely in excess of 6 million today. Especially 
vulnerable are low income working and nonworking persons, 
children, and minorities.

Ac a group, the uninsured frequently forego necessary aedical 
treatment for economic reasons; often the only route to medical 
care is via the emergency room where the costs of intervention 
are high and overcrowding problems sever*.

The 1989-90 Session is likely to see a number of legislative 
proposals for expanding access to health for th* uninsured.

To assist in the review of these proposals, SOR has produced the 
attached briefing paper, enti.led "Expanding Access to Health 
Care for California's Uninsured Population". The report is 
designed to provide background on the extent and nature of 
problems of lack of health insurance and uncompensated care and 
to outline options the Legislature has for responding. It is not 
designed to advocate any particular proposal or idea.

SOR welcomes your comments on the report and is available to 
provide further assistance in reviewing proposals for expanding 
access to health care. Peter Hansel is SOR's consultant on 
health care financing and health insurance issues and can be 
reached at (916) 445-1727 (ATSS 8-485-1727).

Sincerely,

ELISABETH KERSTEN 

EK:gd

• ’00 ; STREET SU’TE 650 SACRAMENTO CALIFORNIA 95814 1916) 445-1727
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Executive Summary

In the period since World War 11 health insurance has become the primary means of 
access to health care services for most Americans. Currently, over three fourths of the 
U.S. population has private health insurance of some kind. Medicare and Medicaid, 
public insurance programs designed to assisteldcrly, disabled, and low income persons, 
provide coverage for an  additional 8-10 percent of the population.

Historically, a relatively small percentage of the population (10-15 percent) has had 
neither private or public insurance coverage. Generally, this residual population has 
relied on charity care by providers and/or public health safety net programs for access 
to necessary health care and the costs of providing this care have been easily absorbed 
by the health care delivery system.

Since the late 1970s the number of persons without either private health insurance or 
eligibility for Medicaid has risen sharply. Between 1977 and 1985, the percentage of 
Americans without private insurance or Medicaid or Medicare coverage increased from 
13 to 17.6 percent, or 37 million Americans.1 In California the num ber of nonelderly 
persons without either private health insurance coverage or eligibility for Medi-Cal or 
Medicare increased from 3.5 to 5.2 million persons between 1979 and 1986, a 50 per­
cent increase.2 Given current population and immigration trends it is likely th a t  the 
number of Californians without health insurance has increased to in excess of 6 million 

persons.

The rise in the num ber of uninsured Californians is placing severe demands on the 
s ta te ’s private and public health care delivery system, including rising burdens of 
uncompensated care and burdens on the county health  care safety net. Without 
measures to increase health insurance availability and access to health care services 
these impacts will become increasingly severe in future years.

This issue brief examines the problem of the growing num ber of Californians without 
health insurance and discusses options the state has for expanding access to health  care 
for this growing population.



The report:

• Summarizes recent dalu on the composition of the uninsured population, 
recent trends in coverage, and examines economic and demographic changes 
tha t  are contributing to the rise in the num ber of uninsured.

• Examines impacts associated with the growth of the uninsured population, in­
cluding reduced uccess to health care services by uninsured persons und declin­
ing health s ta tus  as a result of lack of access, rapid growth of uncompensated 
care expenditures of health care providers, the growing cost shift to private 
payors of health care, and the overburdening of the county health  care system, 
including growing backlogs for clinic, emergency, and inpatien t services.

• Presents a variety of options for expanding access to health  care by the 
uninsured population, including comprehensive reform proposals th a t  would 
change the m anner in which health care is delivered to all persons in the Btatc 
as well as incremental proposals targeted a t  segments of the uninsured 
population such as employees and their dependents. Where possible, the re­
port references proposals adopted or being experimented with in other states.

In addition, the report contains an appexdix summarizing major pending or recently in­
troduced proposals for expanding access to health  care services by uninsured persons 
Including the Health and Welfare Agency’s proposal contained in its report of the AB 

350 task  force.
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Colorado's Indigent Care Program

Background

In 1974, the State of Colorado Initiated a program to fund health care 
services to Colorado's non-Medlcald poor. The program was officially 
authorized by statute In 1983. The University of Colorado Health Sciences 
Center has managed the program since July 1982.

The Indigent Care Program Is comprised of five separate line Item 
appropriations. For fiscal year 1988-89, the total appropriation of 
$41,922,273 included:

Community Maternity Program $ 3,349,705
Denver Indigent Care Program 16,059,496
Out-State Indigent Care Program 6,858,474
Specialty Indigent Care Program 1,389,078
Health Sciences Center Indigent
Care Program 14,265,520

Total $ 41,922,273

Providers

The MI statute establishes that Denver Health and Hospitals Is the 
designated primary provider for health care for Denver County residents. The 
statute further designates the Health Sciences '’enter as the primary provider 
for non-Denver County residents within the Denver MetropolItan Statistical 
area. The Health Sciences Center, additionally, is designated as the 
specialty care provider where services may not be available throughout the 
state.

By statute, providers must be licensed by the State Department of Health 
as a general hospital, a community clinic, or a maternity hospital. Health 
Maintenance Organizations, issued a certificate of authority, may also be 
providers in the Out-State and Specialty Indigent Care Programs. To be 
eligible to apply as a provider, applicant Institutions must provide at least 
3Z of their annual costs as charity care. Open enrollment for the program 
occurs each Spring prior to the State’s new fiscal year.

The Out-State Indigent Care Program has received 57 applications for 
participation in the 1988-89 program year. Of the 57 providers, 42 were 
hospitals and 15 were community clinics. For the Specialty Indigent Care 
Program, 2 hospitals applied.

Providers are required, at a minimum, to provide emergency care to 
indigent patients up to the capacity of their physical, staff, and financial 
capabilities.

P a t i e n t  E l i g i b i l i t y

The HI statute clearly states chat the program as established is not an 
entitlement program. The medically indigent patients accepting services under 
this program are subject to limitations and requirements.
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It Is the responsibility of the Individual patient to apply for 
eligibility under the program and provide the necessary documentation.
Patients eligible for Medicaid do not qualify under the MI program. Other 
third party insurance coverage must be exhausted, prior to coverage under the 
MI program.

To determine a patient’s eligibility, each provider uses the guidelines 
published In the 1988-89 Abillty-to-Pay Manual. The abillty-to-pay formula 
considers family size, Income, assets, and liabilities to determine an 
Indigent rating.

Services Covered

The services covered vary by provider and are established as part of the 
contractual process. A priority Is placed on emergency acute care services. 
Although the MI statute has established target percentages for utilization of 
Inpatient, outpatient, emergency and transportation services, these 
requirements may be waived by the Indigent Care Program Administration.

Provider Payment

For all programs, with the exception of the Community Maternity Program, 
providers are paid on the basis of percentage of costs within appropriation 
limitations. The 1988-89 projected reimbursement rate for Out-State providers 
Is 29.5X of costs.

Reporting Requirements

Provider hospitals and clinics are required to report patient and 
financial data. The instructions on the reporting requirements are contained 
In the 1983-89 Uniform Data Reporting System Manual.

For further Information on the Indigent Care Program, contact:

Ms. Laurie Shroyer 
Manager, Indigent Care Program 
University of Colorado Health 
Sciences Center 

4200 East 9th Ave., Box A019 
Denver, Colorado 80262 
(303) 393-2072

I S # 3
CICP-1-2
(Info)



SCOPE
(Snared Cost Option for Private Employers)

Purpose Tne purpose of SCOPE ic to provide low-cost neeltn insurance for 
employees of soa-i businesses, many of whom oo not now nave- net.tr, 
oenefits.

Sources of Funds Tne Pooert Wood Jonnson Pounoetion of Princeton. New
Jersey, nes provided grant funos unoer tne auspices of its "hetltr. Cart for 
tne Uninsured" Program for tne oeveiopment of SCOPE. Tne Coicraoc Crust, a 
Colorado pnilanthropic foundation, nas provioec matcnmg funcs for tne 
prcyect, as nave Tne Piton Pounoetion and Tne Kill Founaotior.. Tne Denver 
Department of Healtn and Hospitals is alsc providing matcnmg support for 
tne project. Tne insurance piar., once oeveioped, will De self-supporting.

Participants The SCOPE grant, wnich was awarded to tne Denver Department 
of Healtn and Hospitels. is a collaDorative effort; tne otner participating 
entities are University Hospital, tne Coloraoo business Coalition for 
Healtn and tne Denver Kecicel Society.

SCOPE Plar. Characteristics Preventive and primary care will be covered. 
Preventive care will oe free, wniie e pnysiciar.'* office visit will require 
a nominal crpeyment. InpBtient nospittl care will require a mg:, 
deaucti'oie e c coinsurance wmcr., for iow-mcome patients, cey oe aoscroed 
by tne State's medical indigency program. Tnere will oe limitations or. 
tne pnysicians anc hospitals wnose services may be used ov plar. enrolleet. 
Tne premium price will be modest, lower tnan any ctner ccmprener.sive nealtr. 
plan offered in the Denver market. Specific information or. premium prices, 
copayments and deductibles and participating providers will oe available ir. 
July,

Project Tesks Tne first task wes to determine tne size, composition and 
location of tne potential market for low cost nealtr. insurance. ;. survey 
of ?7o small employers in tne Denver metropolitan area was undertaker. to 
determine tne extent of insurance coverage, tne cnaractenstics of 
employees, end tne locetion cf tne small employer population. Tms nas 
beer, invaluable ir. tne process cf benefit design, pricing, and Iccaticr. cf 
pnysiciar. and nospital providers.

Detailed benefit design, actuarial analysis, and determination cf prices, 
aeductibies, end copayment levels ere complete.

Development cf a network cf participating physicians and hospitals nes 
been completed.

Tne insurance package nes been bid to existing insurers- United States 
life Insurance Company 1 1 m e  underwriter. Tne plar. will oe marketed 
tnrougr. agents end croxers as well as directly.

• 2 3 *



THE UNITED STATES LIFE Inturanct Company

Quality u s life  c a re  
*  S C O P E PLAN OF BENEFITS

This plan requires lhal insureds take lull advantage ol Ihe convenience and cost savings which aie Jlluuled wnen mediCA 
treatment servicos or supplies are provided try a Participating Pr ysinan See EXCEPTIONS Curi-,e»

SCHEDULE OF BENEFITS

Coinsurance:

Co-Payment:

MEOICAL CARE MUST BE PROVIDED THROUGH A PARTICIPATING PHYSICIAN (See Exceptions Bolow)

Cash Deductibles: • $250 pm person por calendar yea' lor hospital confinement in a Pamcipating
Hospital (but not lor Well Baby Care)

• $50 per person por calendar year lor proscntKtd drugs obtained while not 
hosoitali/ed

50*. ol the first $5 000 ol all coverod charges t00%  tneroaitei EXCEPT as 
p rr/ided  below

• S i5 por visit at a physician s ollico or lor a physicun s visit at home lor
• valuations and examinations (but not lor preventive care*

(an additional S 15 co payment will not be required i l  as a result of Me 
visit you are referred by a participating physician to <i lab or hospital tor 
outpatient diagnostic tvstsi

after the payment of the co payment the remaining covered charges wilt 
be paid at 100* •

benefits aro paid as lor a sickness 

100% ol coverod charges

100% of me first $500 ol covered charges beioro tne casn deductible or co­
payment is satisfied

100% ol the covered charges lor services shown on cage 5

Pregnancy:

Well Baby Care: 
(Routine Nursery Care)

Accident

Preventive Care:

Maximum Benefit For Each Person 
While Insured * : Unlimited lor persons under age 70 

550.000 for persons age 70 and over

EXCEPTIONS: Medical Care Provided By A Nonpadiopatmg Pnysician

•  Accident (In Service Area or 100% ol me first S500 ol covered cnarges
Out of Service Area)

•  Hospital Confinement if ar insured person is admitted to a Participating Hospital oy a Participating
Pnysician. all expenses tor services provided oy a Non-Participating Pnysician 
which are incurred m connection with tnat admission will oe covered as il tney 
were provided by a Participating Pnysician.

•Limited benefits are payable lor treatment of alcoholism, drug addiction and psychiatric disorders (see page 3)

PO-5-t
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DEFINITIONS

P A R T IC IPA T IN G  PH Y SIC IA N  m « * n j « p h y sic ia n  lu te d  in the l u t  ni Participating P h y s ic ia n *  <u p erio d ica lly  u p d ated

I’ AflTIClPATING HOSPITAL means a hospital t ille d  in the l i t i  ol Participating Huspilais as penudicaily updated

COINSURANCE moans me amount United States l i l t  will pay ta rn  calends year after inn injured aatitlios the casn doduclitiie 
o< co-pAymenl requirement as appropriate

DEPENDENT meant the empiuyet t  tegai tpou to  and earn unmarried child who is under age Hi (or under age 25 il a tulMime 
sluderiti u"d u  lupported ty  the employee “ Child" includes a stepchild or an adopted child

SERVICE AREA means in« yeographica am a served by all the participating physicians lilted  m the Lut Ql Participating 
PriySiCian". and I no List ol Participating Hospitals

FAMILY DEDUCTIBLE

In no ovent will inp insured members ol a family, in combmalion riavo 10 satisfy rnaro Irian 2 limes die cash ded<diD lc lor 
nospitai :cmlmemen| shown on page I

BENEFITS FOR PERSONS ELIGIBLE FOR MEDICARE

The bentliis  to be paid uv ino group policy will oe reduced by me amouni ol Modicare benefits to which mo person is eniiliod

Unitea Stale* Lite will presume that a person is entitled to all Medicate benelils on me date he is oiigible lor mom evon though 
he may up! apply lor (hem on lime

For groups SubiCC! 10 COBRA this "caive-out" wording will nol apply 

PREGNANCY BENEFITS

Beneli|$ loi pregnancy and complications ol it are provided to all insured persons on me same bash as those to be paid tor a 
Sicvneis

WELL BABY CARE

Charges incurred tor routine nursery care of a child will be considered covered charges under me maior modicai benoln plan It:

• me Child is bom while the mother is msurod and
• the charges are incurred wmie the mother is nospilaiued having been admitted or referred lor admission by a pa bcipaung 
pnysioan

CONTINUATION OF DEPENDENTS1 INSURANCE WITHOUT PREMIUM PAYMENT (SURVIVORS1 BENEFIT)

At the employee s death, the spouse may not be eligible to continue his or her medical ms "ance in accordance with state law 
or he or she may choose not to do so even il they are eligible in either case, insurance will oe continued lor tne spouse and 
dependent children it tney were insured lor such benefits when tne employee Oied Premium payment is not reauireo 
Insurance will continue lor up to 12 months, but will end on the date

• tne spouse remarries
• the child no longer qualifies as a dependent, or
• the Employer s plan ends

Tms benefit is not available to dependents who are eligible to continue their insurance under a COBRA continuation right

PO-5 - 2 6 - Page 2



MAJOR MEDICAL BENEFITS

COVERED CHARGES

The barges covered by the plan are those lutod boiow Any amount ol such charges which exceeds reasonable and customary
r.naigot will not tie covered

HI ASONARLF AND CUSTOMARY CHARGE means a charge not more than the usual charge lor medical treatment in the 
locality wham >t n  received The nature and sevonty ot the injury or sickness involved will bo takon into account

Covered C h a r g e s  Include Charges For.

• nospuai room and board up to the hospital i  highest charge lor a semi-pnvato room hospital sorvicos and supplies physician's 
diagnosis ncatme n and surgery anesthesia and its administration, private duty nursing (but not by a member ol Ihe insured s 
unrnedifltn family ,r nousohold). prolossional ambulance service (up to S100), proscription drugs physiotherapy, x-ray and lab
services ariitici.ii iimbs or crutchos

• confinement in a convnicscont homo up to 50% ol the amount to bo paid lor hospital room and board limited to 50 days lor all 
confinements due to rotated causes

• nospice cam tor 'he terminally ill with 6 months or less ic live including services c ' registered nurses and home health aides, 
occupational spoucn or respiratory thorapy. medical social services nutritional and lamily unit counseling and respite care, lor 
each 3 month punod benolits will be paid up to $5 000 with a per drom maximum ol $55 and up to S500 lor bereavement 
supoorr services lor the family unit, tne maximum benefit duration will bo 9 months

• home nealth care including servicos ol registered nurses and home health aides, occupational or soeech tnerapy. medical 
social work and special meals and nutritional services benefits will be paid up to 100 visits per caiondar year

Covered charges lor treatment of alcoholism and drug addiction include:

t charges incurred wmic hospitalized m a Participating Hospital lor treatment, up to 45 days per calendar year

2 charges incurred whilo not hospitalized. il made by

• a Participating Hosoitai
• a facility licensed by the dopariment ol health to treat alcoholics/addicts
• a mental health facility approved as such by the department ol inshtutions.

Benefits lor item 2 will be paid up to $500 per calendar year 

Covered charges for psychiatric treatment Include:

1 charges incurred while hospitalized in a Participating Hospital, up to S25.000 lor each person white insured.

2 charges incurred while not hospitalized, if maoe by:

• a Participating Hospital
• a Participating Physician
• a comprehensive health care service corporation
• a community mental health center or mental health clinic approved by the department of institutions 

Benefits lor item 2 will be paid up to $1,000 per calendar year.

PREAUTHORIZATION

Tne pian will pay the benefits described above for inpatient treatment of alcoholism, drug addiction and psychiatric treatment 
only if the insured person gets authorization Item United States Lile s designated utilization review oraanization <URO) prior to 
treatment.

LIMITED BENEFITS ARE PAYABLE FOR:

Dental care, treatment or surgery, temporomandibular joint dysfunctions (TMJ). eye exams and cosmetic treatment or surgery.
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MAJOR MEDICAL BENEFITS (Continued)

PRE-EXISTING CONDITIONS

PRE-EXISTING CONDITION means an injury or sickness lor which a person.

• incurred charges
• received medical treatment
• consulted a physician, or
• took prescription drugs

wilhm 3 months before he became insured under this plan

No charges incurred lor a pre-existing condition will be considered covered charges under this plan until:

1 the person has not

• incurred charges
• received modical treatment
• consulted a physician, or
• taken prescription drugs

lor such condition, or any complication ol it. for 3 continuous months, while insured.

2 the employee stays insured under this plan as a full-time employee lor 6 continuous months, or
3 tne employee or dependent stays insured under this plan lor 12 continuous months.

CHARGES NOT COVERED

t Charges to buy or rent.

• air conditioners
• air purifiers
• motori2ed transportation equipment
• escalators or elevators in private homes
• eye glass frames or lenses
• hearing aids
•  swimming pools or supplies tor them
• general exercise equipment.

2 Charges incurred alter a person's insurance ends, regardless of when the injury or sickness occurred. However, major 
medical benefits may be provided as described in the BENEFITS AFTER INSURANCE ENDS provision.

3 Charges for a routine physical exam, except as provided on Page 5.

BENEFITS AFTER INSURANCE ENDS

If a person's insurance ends while he is totally disabled, benefits will be paid for covered charges if:

• they are incurred to treat the tpjury or sickness which caused the total disability
• they are incurred within 12 months after insurance ends
• total disability is continuous from the day insurance ends to the day the charge is incurred, and
• the person is not covered lor the total disability under another group plan.

GENERAL EXCLUSIONS FOR ALL MEDICAL CARE BENEFITS

No medical care benefits will be paid for treatment which.

•  would be given free ol charge if the person was not insured
• results from war or an act of war or intentional seif-mflicted injury
•  is lor a job-related injury or sickness for which a person is entitled lo benefits from a workers' compensation or similar law 

The benefits to be paid by this plan will be coordinated witn benefits to be paid by other group pians.

PAYMENT FROM A THIRD PARTY

Medical benefits paid under the group policy must be returned to United States Lite if the insured recovers from a third party tor 
the same injury or sickness No medical benefits will be paid under the group policy to an insured who has receivec payment 
from a third party for past or future medical care as the result of the negligence or intentional act of a third party

If an insured makes a claim for medical benefits unoer the group policy prior to receiving payment from a third party he must 
agree to repay United States Life from any payment received from a third party to the extent of the benefits paid by United 
States Life

Repayment is reauireo regardless of whether the payment received from the third party is tne result ol a legal judgment an 
arbitration award, a compromise settlement, or any other arrangement.
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SCHEDULE OF PREVENTIVE SERVICES

Charges incurred lor the following services will be covered only  If such services are provided through a parttcipaiing physician

under l year ol age

t year bui less lhan 6 years

6 /ears but less than 12 years

>2 years but less than )8 years

18 years but less than 40 years

40 years and over

for women ol all ages

1 physical exam prior to hospital discharge
5 periodic physical exams by a physician during the first year ol life, in periods as 

determined by the physician 
I blood test lor pheny.ketonuria 
t blood test lor hypothyroidism 
I phytonadione immunisation 
I tuberculosis skin test 
l hematocnt/homoglobm 
a series ol 3 polio vaccines
a series of 3 diphtheria, periussis, tetanus immunizations

3 physical exams between agos 1 and 2
3 physical exams between ages 2 and 6 (but no more than I in any 12 continuous month'?)
1 immunization tor measles mumps rubella combined
2 d'Ohthena, pertussis, tetanus immunizations 
2 polio vaccines

tuberculosis skin test 
hematocrit/hemoglobin 
urinalysis
haemophilus influenzae B (HIB) vaccination

physical exams 
tuberculosis skm test 
urinalysis

physical exams
diphtheria, tetanus booster if it is 10 years from previous booster 
tuberculosis skin test

physical exam every 5 years 
urinalysis every 5 years 
hematocrit/hemoglobin every 5 years 
multi-chemical screen every 5 years 
single electrocardiogram (EKG) every 5 years

physical exam every 2 years 
urinalysis every 2 years 
he natocrit/hemoglobm every 2 years 
multi-chemical screen every 2 years 
single electrocardiogram (EKG) every 2 years 
test ol stool lor occult blood every 2 years 
sigmoidoscopy every 5 years

breast and pelvic exam each year 
hematocrit each year 
urinalysis each year 

mammography and cytologic screening

PQ/PRV
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D ecem b er 1967

SURVEY OF SMALL EMPLOYERS IN THE DENVER AREA 
REGARDING HEALTH INSURANCE BENEFITS1

A S um m ary  of F indings
Susan K. M arine, P h .D .1

PURPOSE

This rep o rt su m m arizes  the  results o f su rvey ing  a rep resen ta tive  sa m p le  of sm all em p lo y ers  in th e  D enver m e tro p o lita n  
area . T he survey  w as d es ig n ed  to  g e n e ra te  a u sa b le  b ase  of in form ation  to  suppo rt the d ev e lo p m e n t 01 a m ark e tab le  h ea lth  
in su ran ce  p lan  for sm all em p lo y ers .

INTRODUCTION

T h e D enver D ep a rtm en t o f H ea lth  a n d  H ospita ls rece ived  a th ree -y ear gran t in 1987  from  The R obert W o o d  lo h n so n  
F oundation  a n d  The C o lo rad o  Trust to  d e v e lo p  low -cost h ea lth  in su ra n c e  for the sm all b u sin ess  m arke t. U niversity  H o sp ita l, 
The C o lo ra d o  B usiness C oalition  for H ea lth  an d  T he D enver M edical Socie ty  are co llab o ra tin g  o n  the  p ro tec t. T he first p ro jec t 
task w as to  es tim a te  th e  s ize , ch a rac te ris tic s  an d  in su ran ce  needs of sm all em p lo y ers  in th e  D en v er a re a .

In 1987, 87 p e rc en t of a ll em p lo y ers  in C o lo ra d o  had 2 0  o r  few er em p lo y ees, a n d  25 p e rc en t o f the  s ta te 's  to tal e .p lovees 
w orked  for th ese  sm all em p lo y ers  (U n e m p lo y m e n t Insurance Data Base, C olorado D ep a rtm en t o f  Labor a n d  E m p lo vm e n t).  
A lthough  sm all em p lo y ers  form  an  im p o rtan t segm ent of th e  e c o n o m ic  co m m u n ity , this g roup  is the least likely to  p ro v id e  
health  in su ran ce . F urthe rm ore , th e re  is little in form ation  ava ilab le  to  d esc r ib e  the a ttrib u tes  of th is d iv e rse  g ro u p  —  ex c e p t 
that co s t is p e rc e iv e d  by th e se  em p lo y ers  to  rep resen t a m a jo r barrier in p rov id ing  co v e rag e .

T he in fo rm ation  o b ta in e d  by th e  SCOPE survey ad d resses  tw o m a jo r issues. First, th e  n ee d s  a n d  co n s tra in ts  e x p e r ie n c e d  
by sm all em p lo y ers  w ill be d esc r ib e d  in o rd e r  to design  a n d  m arket a p lan  tha t will fit the ir n eed s. S eco n d , the c h a rac te ris tic s  
of the sm all em p lo y e rs ' w o rk fo rce  (age a n d  sex d istribu tion , tu rnover ratesI w ill be d esc rib ed  to  assist the a c tu a rie s  an d  
in su ran ce  co n su lta n ts  in d ev e lo p in g  rea listic  risk e s tim a tes  for this target p o p u la tio n .

SURVEY M ETHODS3

A brief w ritten  q u e s tio n n a ire  w as d es ig n ed  tn d  m ailed  to  a  ra n d o m  sa m p le  of sm all em p lo y ers  (w ith  2D or  /e w e r e m p lo v e e s )  
in th e  five-coun ty  m e tro p o lita n  area  (D enver, A d a m s, A rapahoe, Jefferson a n d  B oulder). Extensive p h o n e  to llo w -u p  w as 
u n dertaken  to  m ax im ize  the  resp o n se  rate to  the survey.

T he sa m p le  w as p ro p o rtio n a lly  a llo c a te d  ac co rd in g  to  the  d is trib u tio n  of sm all em p lo y ers  a m o n g  th e  five c o u n tie s  and  
acco rd in g  to  the  s ize  of em p lo y ers  fo u n d  in the p o p u la tio n . Thus, a b o u t 39  p e rc en t of th e  sam p le  w as ^ a w n  from  D en v er 
C ounty , an d  a b o u t 70  p e rc en t of the  sa m p le  w as d raw n  from  very sm all em p lo y ers  (5 a n d  under).

1 The su rvey  w as co n d u c te d  o n  b e h a lf o f  SCOPE (Shared C ost O p tio n  for Private E m ploversl, a co lla b o ra tive  pro iec t o f  D en ver  
H ealth  a n d  H ospita ls w ith  U niversity  H ospita l, th e  C olorado  B usiness C oalition  for H ealth , a n d  th e  D en v er  M ed ic a l S o c ie ty .  
For further in form ation: 7 7 7  B a nnock  Street, M ail C ode  365 0 , D enver, C O  8 0 2 0 4 -4 5 0 7  (3 0 3 /8 9 3 -7 8 5 5 ).

2 S. M arine is a con su lta n t w ith  strong ex p er ien c e  in hea lth  care research. Trained as a soc io log ist, her  spec ia l in terest is
bridging th e  gap b e tw e e n  research a n d  p o lic y  m a kin g . She c o n d u c te d  a s tu d y  o f  em p lo v ers  a b o u t health  in su ra n ce  in 
B oulder C oun ty , rep o rted  b y  that c o u n ty 's  Task Force on  H ealth Care A ccess  in 1986. Sh e  w as iorm erlv  on  th e  fa cu lty  at
the U niversity  o f  C olorado  H ealth  S c ie n c e s  C enter a n d  on  th e  staff o f  th e  W estern  Interstate C o m m iss io n  for H igher E duca tion .

5 A m o re  d e ta ile d  descrip tio n  o f  ihe  m e th o d o lo g y  is ava ilab le  u p o n  request.



S m all em p loyers a re  not an  easy  u rg e t lor surveys They are  o h m  difficult to  reach , a n d  ttiev a re  gen era lly  very  bu sy  
an d  an x io u s  to  avoid  surveys Therefore the p ro jec t staff w as  extrem ely  p leased  to  o b ta in  responses from  72 p e rc en t of th e  
sa m p le  (See  Table h  A sam ple s u e  of 77b (se lec ted  from  a p o p u la tio n  o l  m o re  that 4 3 .0 0 0  small em p lo y ers!  y ielos a sm all 
e rro r ra te  The reader can  assum e, w ith 95 p e rc en t co n f id e n c e , that th e  ch a rac te .is tic s  of the  sam ple m e a su re d  by th is su rvey  
d ev ia te  only  i 3 . 5  p ercen t from the ch arac teris tics  of the larger pop u la tio n

TABLE 1
S am ple S u e .  R esponse a n d  Refusals, an d  Error Rate 

SCOPE Survey o f  Small Em ployers

P opulation  Size (em ployers o f  2 0  a n d  tew er) 4 3 .585
O riginal S am ple S ize 1,395

N um ber U n re a c h a b le  (no t listed. d isc o n n ec ted , out 
of business, e tc .I 1237)

N um ber D iscard ed  (too  large, o u t ol tow n , e tc .f 182)
A ctual Sam ple Size 1 ,076
N um ber of Refusals 1294)

Refusal Rate 27 .3%
N um ber of R esponses

W ritten  274
P F 'm e 502
Ti tal N um ber 776

, R e .o o n seR a te  72.1%

Error Rate o f  z 3 .5%  is a sso c ia ted  w ith  a c o n fid e n c e  leve l o l  95%  for a d ic h o to m o u s  
variable w here  p m .5.

T he sam p le  wa* se lec ted  to  p ropo rtionally  rep resen t the s ize  d istribu tion  of the sm all em p lo v er p o p u la tio n . N early  o n e  
th ird  of sm all em p lo y ers  have bur on e  em p lo y ee . Yet this g roup  is c learly  u n d e r-re p re sen ted  in th e  hnal sam p le , la rge ly  
b e c a u se  th is g ro u p  w as the m ost likely to have  gone  o u t o f business  by the  tim e of the survey isee  (a b le  2). E m ployers of tw o  
to  five e m p lo y e e s  are. how ever, over-rep re sen ted  in co m p a riso n  to the ir n u m b ers  in th e  larger p o p u la tio n . If th ese  tw o  g ro u p s  
a re  co m b in e d  (the  0 - t  a n d  2-5 e m p lo y e e  co m p a n ie s)  for the sam p le  a n d  the  total p o p u la tio n , the p ro p o rtio n  by s iz e  in th e  
sam p le  is q u ite  sim ilar to  that found  in the  to tal p o p u la tio n .

TABLE 2
C om parison  of Size of Firm. P o p u la tio n  of Sm all Em ployers an d  S am ple

P ercent o f Sm all Em ployers 
N um ber of P opu lation  S am ple
Em ployees (N =  43,5851 (N =  7 7 2 ) '

16.8%
52 .3%
18.0%

5.8%
7.0%

99 .9% ________________

' S ize  was u n k n o w n  for four firms.

W ith regard  to  type o f  industry, it is in te resting  to  n o te  tha t th e  serv ice  sec to r ac co u n ts  for a b o u t 37  p e rc en t o f the  sa m p le , 
an d  retail trad e  16 p ercen t.

SURVEY RESULTS

F ifty-n ine p e rc e n t of all sm all em ployers su rveyed  in the D enver a rea  rep o rt that th ev  do  o ffe r h e a lth  in su ra n c e  to  th e ir  
em p lo y ees. C overage varies d irectly  w ith the  s iz e  of th e  firm  (see Table 3)\ o n ly  a q u arte r o f firms w ith  o n e  e m p lo y e e  offer 
in su rance , w h erea s  over 90  percen t of th o se  w ith  16 to  19 em p lo y ees p ro v id e  coverage . C overage a lso  varies a c c o rd in g  to  
ty p e  o f in d u s try  fsee Table 4). The industries that a re  m ost likelv to  p rov ide in su ran ce  in c lu d e  m an u fac tu rin g , m in ing , w h o le s a le  
trad e  an d  ag ricu ltu re . C overage is m ost lim ited  in co n stru c tio n  a n d  retail trade .

0-1 32 .0%
2-5 38 .8%

6-10  17.5%
11-15 7 .4%

16 o r  m ore 4 .3%
TOTAL 100 .0%



TABU 3
P roportion  of Sm all Em ployers bv S ize O ffering  In su ran ce  to  Employee*

N u m b er of 
Full-Tim e E m ployees

P ercen t O ffering 
H ea lth  Insurance

0-1 I N - 1 3 0 ) 25.6%
2 - 5 I N - 4 0 4 ) 57 4%

6-10<N •  1 39) 74.8%
1 M 5 I N - 4 5 ) 82 .2%
16-29IN  -  54) 92 ,6%

TOTALIN ■ 772) 59.1%

TABLE 4
P ercen t of Em ployers in Each Industry O ffering  H ea lth  Insu rance

N u m b er ol Percent
Em ployers O ffering

Industry in S am ple Insurance

A gricu lture , Forestry, F isheries 14 71.4%
M ining 13 76.9%
C o nstruc tion 76 40.8%
M anufac tu ring 44 79.5%
T ran sp o rta tio n , C o m m u n ica tio n s , U tilities 18 50.0%
W h o lesa le  T rade 68 73.5%
Retail T rade 124 46.0%
F in an ce , In su rance , Real Estate 86 62.8%
S ervices 283 59.0%
N onclassified 4? 68.9%

TOTAL 771 58.9%

' S m all n u m b ers  in th e se  industries iim ii c o n fid e n c e  in th e se  figures.

In su rance  agen ts  an d  brokers a re  bv  far th e  m ost im p o rta n t so u rc e  o f  in fo rm ation  
(abou t hea lth  in su ra n ce) repo rted  by these  sm all em p lo y e rs  isee Table 5). O ther 
so u rce s  of in fo rm ation  w ere  insign ifican t, a n d  ab o u t 11 p e rc en t o f all surveyed 
rep o rted  " n o  so u rce  o f in fo rm atio n " . T hose w h o  h a d  no  in su ran c e  benefits w ere 
m o re  likely to  rep o rt " n o  so u rce " .

TABLE 5
S ource o f In form ation  A bout H ealth  In su ran ce  R eported  by D en v e r's  Sm all Emplovers

P ercen t of E m ployers R eporting
T hose  O ffering  T hose Not 

All In su ra n ce  Offering Insurance
S ource (N =  766) (N =  4S 5) (N = 311>

In su ran ce  A gent 4 8 .7 % 50 .7% 45.3%
In su ran ce  Broker 31 .9 % 38.2% 22.5%
N obody 11.1% 5.2% 19.9%
O th e r  E m ployers 4 .4% 5.4% 2.8%
P rofessional A ssociation 4 .4 % 3.0% 6.4%
All O th e r  S ources 17.1% 16.9% 18.3%

N o te: L e sp o n d e n ts  c o u ld  g ive  m o re  th a n  o n e  source  o f  in form ation .

EMPLOYEES OF SMALL COM PANIES: AGE, SEX AND TURNOVER

T he e m p lo y e e s  o f sm all firm s are  g en e ra lly  young  fsee T able 61. A bout h a lf <47.1 p ercen t)  of these  em pi >vees a re  b e tw e e n  
the  ages of 20  an d  34 . T here  a re  few  e lderly  w orkers o r y o u th s  u n d e r 20 y ears  o ld  em p io v ed  in these  sm all firms.



O v era ll, 41 p e rc en t of th ese  em p lo y ee s  are fem a le . H alf of th e  fem ales w o rk in g  in sm all firm s-are  in the  2 0  to  34 age  
g roup ; these  a re  a lso  th e  prim ary years for ch ild -b ea rin g .

TABLE 6
Age a n d  Sex o f E m ployees in Firms w ith  20  o r  Few er Em ployees:

D en v er M etropo litan  Area

M ale F em ale  Total
A geC ategory  ______  IN - 2 3 7 0 )  (1st -  1683) IN - 4 0 5 3 )

Y ounger than  20 2.3% 2.7% 2.5%
20-34 44 .9% 50.6% 47 .2%
35-44 31.8% 27 .0% 29.8%
45-54 14.2% 13.3% 13.8%
55-64 5.2% 5.2% 5.2%
65 and o lder 1.7% 1.1% 1.5%

TOTAL 100.1% 99 .9% 100.0%
58.5% 41 .5 % 100.0%

W h ile  it is generally  be lieved  th a t tu rnover is a m a jo r p ro b lem  for sm all em p lo y e rs , 41 p e rc e n t o f e m p lo y e rs  su rv ey ed  
re p o r te d  no  tu rn o v e r  d u n n g  th e  last yea r (see T able 7). T w enty-eigh t p e rc en t rep o rted  o n e  or tw o  ch a n g e s  (e ith e r from  an  
e m p lo y e e  leav ing  or jo in ing  th e  firm). A bout 3 0  p e rc e n t repo rted  h ig h e r tu rn o v e r —  3, 4 , 5 , o r m o re  ch a n g  :s d u r in g  th e  past 
year. T hus, it is not surprising  that o n ly  abou t 2 0  p e rc e n t of em p lo y e rs  report that e m p lo y e e  tu rn o v er is an  issue th e y  co n s id e r  
in b u y ing  h ea lth  insu rance.

TABLE 7
T urnover A m ong Sm all Em ployers

N u m b er o f N um ber of P e rce n t of
C h a n g e s ’ E m ployees All E m ployers

0 3T2 4 1 .0 %
1 102 13 .4%
2 112 14 .7%

3-4 109 14 .3%
5 o r m o re  126 16 .5%

TOTAL 761 100 .0%

' " C h a n g e s"  refers to th e  n u m b e r  o f  n e w  e m p lo y e e s  p lu s  th e  n u m b e r  w h o  left the  
firm w ith in  th e  past year. This w o u ld  b e  the n u m b er  o f  a d d itio n s a n d  d e le tio n s  to 
the group  that an  m suror w o u ld  h a ve  to  p rocess.

COSTS EMPLOYERS NOW  PAY

E m ployers that d o  p rov ide in su ran ce  benefits to  fu ll-tim e em p lo y ee s  a re  a lso  likely to  offer b en e fits  to d e p e n d e n ts  of — n 
those  fu ll-tim e em p lo y ee s ; they  are  m u c h  less likely to  pay  th e  cost, h o w ev e r, of co v e ra g e  for d e p e n d e n ts . W h e reas  74  p e rc en t
of em p lo v ers  pay  all o f the  . . .a l th  in su ran ce  p rem iu m s for fu ll-tim e em p lo y ee s , o n ly  38 p e rc e n t pay  the  en tire  p rem iu m  for
d e p e n d e n ts  (see Table 8)..

TABLE 8
Portion o f Prem ium  P aid  for Full-Tim e a n d  Parr-T im e E m plovees 

an d  D ep e n d en ts : E m ployers W h o  D o  O ffer H ea lth  In su ra n ce

D ep e n d en ts  o f D e p e n n e n ts o f
Full-Tim e Full-Time P art-T im e Part-T im e 

Portion o f Em ployees E m ployees E m ployees E m ployees
P rem iu m P aid  ( N - 4 4 4 )  ( N * 4 3 8 )  I N - 1 9 7 )  ( N - 1 9 5 )

N one 5.0% 47 .5% 84 .8 % 94 .9%
Som e 21 .4% 14.6% 5.1% 1.0%

All 73.6% 37.9% 10 2% 4.1%

TOTAL 100.0% 100.0% 100 .1% 100 .0%
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Sm all em p lo y ers  m ake  little con tribu tion  to  th e  co s ts  o f h ea lth  in su ran ce  for th e ir  part-tim e e m p Jo y e e s /O n ly  10 p e rc e n t 
p ay  th e  en tire  p rem iu m  for part-tim e em p loyees, an d  a n  even  sm alle r p e rc en ta g e  pay th e  costs for the d e p e n d e n ts  o f p a rt-tim e  
em p lo y ee s . Yet 4 5  p ercen t of all the sm all em p lo y ers  su rveyed  h av e  o n e  or m ore  part-tim e e m p lo y e e s  (w h o  w ork less than  
3 0  hours a w eek ). T hese  349 sm all em ployers em p lo y , on  average, a b o u t th ree  part-tim e em p lo y ees  (3 .08)  w h o  are  n o t likely 
to  have  hea lth  in su ran c e  by v irtue of er, H o y m en t.

W ith regard  to  the cost of th e  m onth ly  p rem ium s paid  by th ese  sm all em ployers, ov er one-fourth  of these  sm all em p lo y e rs  
p ay  $125  o r m o re  for e a c h  full-tim e em p lo y ee . O n ly  ab o u t a th ird  of these em p lo y ers  report a p rem ium  of $74  or less. O n  
average , th e se  sm all em p lo y ers  p ay  a little  o v e r S I 0 0  a  m o n th  fo r th e  p rem iu m  of o n e  fu ll-tim e em p lo y ee . This a m o u n t ca n  
rep resen t a s iz ab le  cost for m any  small em p loyers.

FACTORS THAT INFLUENCE THE DECISION TO OFFER INSURANCE

The factors th a t in fluence th e  dec ision  of th e se  sm all em p loyers a b o u t w h e th e r  to  offer in su ran c e  are  sh o w n  in T ab le  9 . 
T he m ost im p o rtan t factor for sm all em ployers is co s t. T hose em p lo y ers  w ho d o  offer benefits a re : 1) less likely to  say  they 
c a n  h ire easily  w ith o u t p rovid ing  in su rance ; 2)less likely to repo rt tha t their em p lo y ee s  are insu red  e lsew h e re ; an d  3) m ore  
likely to repo rt th a t they have em p lo y ees  w ho  d o  not qualify  for co v e rag e  b ec au se  o f pre-ex isting  h ea lth  p ro b lem s. A bou t 18 
p e rc en t o f all sm all em ployers surveyed  repo rted  they  h ad  em p lo y ees w h o  ca n n o t qualify  for in su ran c e  b ec au se  o f p re-ex is ting  
h ea lth  p ro b lem s; on ly  8 .6  p ercen t of em p loyers n o t p rov id ing  in su ran ce  repo rted  p re-ex is ting  co n d itio n s. N early  a q u arte r 
f 2 3 .1 p ercen t)  o f  em p lo y ers  p rov id ing  in su ran ce  rep o rt they  "c a n n o t find  an a c c e p ta b le  p la n " , an d  a sim ilar p ro p o rtio n  report 
th e  c o m p a n y  w as  tu rn ed  dow n  b ec au se  it is " to o  sm a ll" . Less than  o n e  fifth (18 .7  percen t)  repo rt a lack o f in fo rm atio n  o r 
difficulty judg ing  p lans. *

Em ployers w h o  d o  n o t p rov ide  hea lth  in su ran ce  benefits a re  so m e w h a t m ore  likely to  repo rt that co v e rag e  is to o  e x p e n s iv e  
( 5 6 .1 versus 4 8 .7  percen t). Those w ho  d o  not offer in s j ra n c e  are  m uch  m ore likely to  report th ey  can  h ire  e m p lo y e e s  w ith o u t 
p rov id ing  in su ra n c e  (57 J  versus 3 4 .6  percen t). T hese  em p lo y ers  a lso  repo rt th a t the ir em p lo y ee s  a re  insured  e ls e w h e re  m ore  
o ften  than  d o  em p lo y e rs  w h o  p rov ide  in su ran ce  f46 .5  versus 2 2 .7  percen t).

TABLE 9
Issues C on sid ered  W h e n  D ec id ing  to  Buy H ealth  Insurance 

(M en tioned  as Im portant)

Em ployers W ho Em ployers W ho
Do O ffer D o  N ot O ffer All

Insurance Insu rance Em ployers
Issue (N =  458) (N =  318) IN =  7761

Too Expensive 48 .7% 56.1% 21 .7%
C an h ire w ith o u t prov id ing

health  in su rance 3 4 .6 % . 57 .5% 43 .9%
M any em p lo y ees  insured  - -

e lsew h ere 22 .7% 46.5% 32.4%
C a n 'tfin d  a c ce p ta b le  plan 23 .1% •24.5% 23.7%
High em p lo y ee  tu rnover 20 .9% 23.2% 21.9%
C om pany  tu rn ed  d o w n  b ec au se

too  sm all 20 .7% 19.2% 20.1%
Lack o f in form ation / difficulty

judg ing  p lans 18.7% 16.9% 18.0%
Em ployees ca n n o t qual* '

because of pre-existing  -  -  * -

health  p rob lem s 24.0% 8.6% 17.7%
Em ployees d o n ’t w an t it 11.0% 16.0% 13.0%
Problem s in adm in istering

in su ran ce 10.1% 12.1% 10.9%
C om pany  tu rned  d o w n  b ec au se

of type o f  business 4 .4% 2.9% 3.8%
Firm to o  new 1.1% 4.5% 2.5%



IMPLICATIONS’"-"

T he ch a rac teris tics  of th e  sm all em p lo y er w orkfo rce a p p e a r  to  p resen t a positive  risk for insurors, W ith reg a rd  to  age, 
ab o u t th ree  quarte rs of th e se  em p lo y ees fall b e tw een  20  an d  44 years o f age . S ince  o n e  half o f fem a le  em p lo y ee s  in th e se  
firms are b e tw e en  20  an d  34  years o ld , it is c lea r tha t p rov id ing  m atern ity  benefits  is very  im p o rtan t for th is g roup , In ad d itio n , 
tu rnover is no t as sign ifican t a  p ro b lem  for sm all em p lo y ers  as m any  be lieve . A bou t 4 0  p ercen t of sm all em p lo y ers  rep o r t no  
tu rnover w ith in  the last year.

A ttrition am ong  sm all em p lo y ers  in th e  original sam p le  w as 16.9 p e rc en t (237  o u t o f  1,395). This is the p ro p o rtio n  of 
sm all em p lo y ers  that w en t o u t of business  during  the  year from  Spring o f 1986  to  Spring  of 1987 . A ttrition w as h ig h est in 
firms w ith  o n ly  o n e  e m p lo y e e  (23.4  p ercen t)  and in firms w ith  2 to  5 em p lo y ee s  <15.9 percen t).

Sm all co m p an ie s  w ith  o n ly  o n e  em p lo y ee  are a lso  the m ost e lusive  o f sm all e m p lo y e rs  to rea ch  by p h o n e . It m ay  b e  that 
the sm allest o f em ployers sh o u ld  n o t be a prim ary target g roup  for the SCOPE p la n .

In genera l, the survey d em o n stra te s  th a t there is a high level of in terest in th e  p ro p o sed  SCOPE p la n . A bout a th ird  of 
resp o n d en ts  said  they «* d  offer th e  p lan , and  an o th er 20  percen t w as u n d e c id e d . E xtrapo la ted  to th e  larger p o p u la tio n , 
that m ean s th e re  are  a b o u t 1 4 ,165  sm all em p lo y ers  in the five-county  m e tro p o lita n  area  w h o  sav they  a re  now  in te re s te d  in 
offering the SCOPE p la n . N early  9 ,0 0 0  o th e rs  are in a "m a y b e "  o r  " d o n 't  k n o w " ca te g o ry . Thus, th e  po ten tia l m a rk e t for the 
new  SCOPE p lan  is sizab le .

A bout ha lf of all em p lo y e rs  (46 .9  p ercen t) are in favor of the em p lo y ee  pay ing  part o f th e  p rem ium . In a d d itio n , h o w ev e r, 
40  p e rc en t o f em p loyers sa id  they  w o u ld  ad m in iste r the p ro p o sed  new  p lan  ev e n  if th ey  d id  not pay an y  of its co s t. This 
argues for a p lan  that co u ld  b e  offered  to ind iv iduals as w ell as to  groups.

It a p p e a rs  that a n  effective m arketing  strategy  m ust cap ita lize  on  the ex isting  n e tw o rk  of in su ran c e  agen ts a n d  b rokers. 
A bout half o f all sm all em p lo y ers  rep o rted  th e y  had a n  agent w h o  is their s o u rc e  of in fo rm ation  a b o u t in su ran ce , a n d  a n o th e r  
third h ad  an  in su ran ce  b roker w h o  p ro v id ed  in form ation  to  them .

From  th e  response  of em p lo y ers , it a p p e a rs  that a p lan  that co u ld  be offered  to  ind iv idual e m p lo y e e s  —  as w ell as  to 
firms —  is n e e d e d . M ore in fo rm ation  ab o u t th e  em p loyees as consum ers is n e e d e d , h o w ev er.

A m a jo r issue to b e  reso lved  is w h e th e r  to  m ake  the p lan  ava ilab le  to  part-tim e e m p lo y ee s . It is c le a r  tha t p a rt-tim e  
w orkers a re  th e  m ost likely to  b e  u n in su red ; h o w ev er, a t p resen t w e h av e  the least in fo rm ation  a b o u t this g ro u p  of w orkers .

Further in -dep th  in terv iew s w ill b e  c o n d u c te d  w ith a n u m b er of in te rested  sm all e m p lo y e rs . The results o f this in q u iry  w ill 
help  to further sh ap e  a m arke ting  strategy th a t will b e  m ost effective w ith sm all em p lo y ers .



THE COLORADO HEALTH CARE ACCESS ACT: HB 1034

By Rep. Carol Taylor-Litt le  
and Senator Sal ly  Hopper

fiucptipng , A n g * m
1. What is the purpose of the bill?

o To provide access to basic health care to every poor person in the state
o To bring additional federal health mat.hing funds into the state by

leveraging state dollars more effectively 
o To define a basic benefits package, taking into consideration

effectiveness and appropriateness of health care services 
o To control state health expenditures by delivering care under Managed 

care contracts
o To assure that Medicaid providers receive fair coapenBation for their 

services
o To encourage sore snail esployers to provide health insurance to their 

esployees by offering then tax credits.

2. Why is this bill needed?

Health care for the poor in Colorado is unpredictable and erratic.
Currently only about half of Colorado’s poor receive publicly-supporteo sedical 
care under Medicaid, which has reasonably good benefits but low reinburBenent 
rates and consequently low provider participation. Sone of the poor receive such 
■ore lisited services through the state's Medically Indigent program. Many of 
the poor, especially the working poor, get no care at all.

The chance of receiving needed care in Colorado today iB just that, chance. 
It depends on being in a certain favored group (such as elderly or certain faaily 
groups), living in certain areas (where clinics or hospitals exist and 
participate in a public prograa), and understanding how to enter the systea.

Furthermore, when the state faceB budget probless vith its Medicaid or 
Medically Indigent programs, it generally cuts eligibility groups or provider 
payment levels in an attespt to aaintain the illusion that it is still providing 
access to needed care. The first strategy disadvantages the poor who need care. 
The second shifts public costb onto providers, Baking then less willing to serve
the poor. Neither is an honest or fair way to finance health care.

The act would address these probless in two ways: first, by guaranteeing
basic health coverage for everyone under the federal poverty line and committing 
not to reduce eligibility or provider payment due to budget constraints; and 
second, by giving small employers a tax incentive to provide health insurance 
for their employees, a strategy intended to help the working poor.

S. Bow many *ore people would be covered by the new Nedict id program under the
act? P j w many working uninsured people and small businesses would benefit?
Thic met would add as many aa 170,000 Coloradans with incomes below the 

federal poverty line to the new Medicaid program, many of whom would be children. 
It would also benefit up to 245,000 Colorado workers and their families in 
thousands of small firms.
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4. Who determines Bcrvice priorities for th> new Medicaid program under the
act, the legislature or on independent coraiHsion?
An independent, objective commission comptiulng health care providers, 

consumers, and expertu ir. health c a n  financing, delivery and ethics will develop 
a list of health care services in order of priority, according to the relative 
benefits and costs of each Bervico. This evaluation will be based on clinical 
research data, sound professional judgnent, and broad coaaunity values. This 
objective process will perait the legislature to set iv'i Medicaid budget with 
the confidence that services are funded according to their effectiveness and 
appropriateness, not based on pressure froa special interest groups. The 
coaaisaion’s work will be ongoing as new research and technological developaents 
indicate a need to add to or change the list of priorities.

The integrity of the priority list depends on the commission's objectivity 
but the legislature maintains ultimate control through the appropriations 
process. The act requires the coaaisBion to consult with the Joint Review 
Coaaittee for the Medically Indigent, the Joint Budget Committee, and the house 
and senate health coaaittees.
5. Can ay group have input to the priority setting process?

Yes. The act includes extensive requirements for public input. It calls 
for public hearings to be held throughout the state. It requires the commission, 
in conjunction with the Joint Review Coaaittee for the Medically Indigent, the 
Joint Budget Coaaittee, and the house and senate health coaaittees, to use a 
coaaunity meeting process to solicit public comment in order to build consensus 
on the values to be used to guide health resource allocation decisions. And 
the act specifically directs the commission to solicit testimony and information 
from advocates for seniors, handicapped persons, aental health services 
consumers, low-income citizens, and providers of health care.
6. What criteria will the Commission use in setting priorities among services?

Among the criteria the commission will use are effectiveness in improving 
health-related quality of life; cost-effectiveness; life-saving potential; and 
whether early, low-cost intervention can head off an expensive crisis later.
7. Does thiB bill benefit business? How?

Yes. It does so in three ways: 1) by giving small employers access to low 
cost health insurance through a state pool; 2) by providing a tax credit to snail 
employers who purchase insurance through the pool; and 3) by giving all employer 
valuable information on the effectiveness and appropriatness of services produced 
by the commission, which employers can use in designing nore cost-effective 
benefit packages, thus helping then to control costs.
8. Who can take advantage of the tax credit?

In 1991, firns employing 25 or fewer people that buy insurance through the 
state pool created in the act, pay at least 70 percent of the employee's premium, 
and have not offered insu-ance within the previous two years are eligible for 
a credit for up to five years. Firms that currently offer insurance can receive 
a two year credit if they buy into the pool and claim the credit by January 1992.
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THE COLORADO HEALTH CARE ACCFbS ACT: HB 1034

by Representative Carol Tay lor-L i t t le  
and Senator Sa l ly  Hopper

i l  t t c d i C A l d _ l A P M l l O J

A. Health Serv ices  Coaaiaalon

Establishes a Health 8ervicea Coaalsbion consisting of 15 provider arid 
consumer, public and private aeabera to be appointed by the Governor with 
Senate confiraation.
Directs the coaaiaaion to develop a ranking of health care aervicea 
"representing the coaparative benefits relative to coat of each aervlce 
to the entire population to be aervtd."
Requires the coaalasion to conduct public aeetinga to develop consensus 
on "valueB to be used to guide health resource allocation decisions."

B. New, Expanded Hedicaid Prograa
Expands the state prograa to cover all persons under the federal poverty 
line ($5,980 per year for one person, $12,100 for a faaily of four) plus 
the "aedically needy."
Defines the Medicaid benefits package to be as aany of the top-ranked 
services on the coaaission’s priority list f c r  which legislative 
appropriations allow funding.
Directs that if funding is insufficient to cover all current Medicaid 
services, the service package will be reduced according to the commission's 
priority list rather than cutting eligible groups or provider payments.
Requires the state to contract with menaged care plans wherever possible; 
allows for the use of fee-for-service if there are insufficient contractors 
in all areas of the state.
Protects froa malpractice recovery providers who do not provide a service 
because it is not covered under the new Medicaid prograa, but requires 
providers to advise patients of services that are aedically necessary but 
not covered under the contract "if an ordinarily careful practitioner would 
do so."

LL. Employer Insurance
A. Insurance Pool

Establishes a state insurance pool and governing board to contract with 
private carrriers. The board is responsible for designing benefits 
package(s) with premiums no higher than $75 per aontb for the first two 
years of the prograa.
Allows for state benefit mandates to be waived or modified under the pool 
prograa to keep premiua costs down.



PernitB small employers who didn’t offer insurance in the previous two 
yearB to buy insurance through the pool; also allows previously insuring 
firms to buy through the pool if they elect to do so by January 1992.

B. Small Business Health Insurance Tax CreditB

Allows employers of under 25 workers not offering insurance in the previous 
two years that now cover employees to claim a tax credit for half of the
premium costs up to $25 for individual employee plans and $65 for family
plans; credit iB for up to five years.

Requires an employer to buy insurance through the state pool and pay at
least 70 percent of the employee share in order to qualify for the tax 
credit.
Allows small firms previously insuring to get two year tax credit if 
they elect to join the state pool by January 1992.



A Recent Development..

HAWAII'S UNIVERSAL HEALTH CARE PROGRAM: 
BRIDGING THE GAP

By Susan Claveria

I n  Hawaii, access to basic health care has 
long been regarded as a right to  which all 
citizens of the state arc entitled. In 1974, 
Hawaii enacted its Prepaid Health Care law 
requiring all employers, even those with only 
one employee, to  provide coverage for em ­
ployees working more than 20 hours per 
week Tor at least four consecutive weeks. 
Although the federal Employment Retire­
ment Income Security Act (ERISA) prohib­
its states from regulating employer sclf-in- 
surancc plans for employee health care .-ov­
erage, Hawaii’s law received congressional 
exemption since it was enacted months be­
fore ERISA.

Despite this compulsory insurance pro­
gram, however, there still exists an uninsured 
population of about 50,000, or 5 percent of 
the state's civilian population. Hawaii's uni­
versal health insurance law, Act 378, Session 
Laws of Hawaii, 1989, provides for the im­
plementation, by March 1, 1990, of a state 
subsidized insurance program to be admini­
stered by the Department of Health for the 
estimated 5 percent of Hawaii residents who 
arc not covered by a health insurance plan. 
Included in this uninsured group arc 'he  un­
employed; women in single-worker low-in- 
comc families not covered by the employed 
spouses' insurance plan; older women who 
do not qualify for Medicare; part-time work­
ers; children not covered by their parent's in­
surance plan; self-employed people, seasonal 
workers, students, and others not covered 
under Hawaii's prepaid health care law; and 
immigrants.

As a precaution, the Legislature in­
cluded provisions in the legislation requiring 
the Depart ment of Health to submit a report 
by October 1 ,1989, on its progress in devel­
oping the plan, and permitting the Legisla­
ture to withhold appropriated funds if dissat­
isfied with the insurance plan within 30 days

Susan Claveria is a researcher far the 
Hawaii legislative Reference Bureau.

after the final plan is completed or by March 
1,1990, whichever is later. T he busincsscom- 
munity was silent but supportive on this issue 
since coverage or the uninsured could have a 
positive impact on their health care costs.

The business community was 
silent but supportive. . .  since 
coverage of the uninsured could 
have a positive impact on their 
health care costs.

According to the report submitted to 
the Legislature on October 13,1989, the in­
surance program will be based on managed 
care by a health provider and coverage will be 
contracted through insurance companies. It 
will be a primary care outpatient program 
focused on prevention and early intervention 
services such as standard medical visits (lim­
ited to 12 visits a year), well child care, 
diagnostic radiology, diagnostic laboratory, 
immunization, and outpatient surgery (for • 
emergency and nonclcctivc procedures). 
Five days of inpatient care (two days for 
maternity) also will be provided, and waiting 
periods will be in effect for some expensive 
conditions. A  flat copayment rate of S5 per 
office visit also is being considered.

Eligibility for the program will be lim­
ited to individuals earning up to 300 percent 
of t he federal poverty st andard for Hawaii, or 
$20,610 for an individual and $41,760 for a 
family of four. People eligible for other gov­
ernment programs such as Medicare and 
Medicaid, or for a prepaid health care plan, 
will not be eligible for this program. Enrol- 
lecs will be required topay a share of the pre­
mium by the use of a sliding scale structure. 
While the exact rates have not been set, it is 
estimated that the plan will be free for those 
at or below the poverty level; individuals 
between 251-300 percent of poverty will pay 
the maximum rale. Dr. Peter Sybinsky,

Deputy Director of Health for Planning, 
Legislation and Operations, es.imates that 
the average annual cost per insured will be 
$500 to the state and $200 to the insured.

The Legislature appropriated $14 mil­
lion for the program for the 1989-1991 fiscal 
biennium of which only $1 million is for 
planningand design. In conjunction with the 
iasurancc program, the Legislature also 
committed fiscal support of Medicaid serv­
ices forprcgnant women and children from 0 
to 4 years of age. The administration also has 
geared up efforts to increase the use of pre­
paid health care plans and Medicaid by eli­
gible persons, and plans to set aside $400,000 
in block grants for episodic care (aimed at the 
uninsured who need timely o r immediate 
primary care, such as the homeless).

While the administration is unable to 
predict what the participation rate will be 
when enrollment begins in March, the Legis­
lature is optimistic that the program will be 
successful and will serve as an excellent 
model for other states to  follow. ■

Position Opening

The Vermont Legislative Council Is ac­
cepting resumes from applicants for the 
position of Director of the Joint Fiscal 
Oflke. The appointment will be made in 
late spring 1990.

Send resumes or Inquiries to William 
Russell, Chief Counsel, Legislative 
Council, State House, Montpelier VT 
05602. _______

Ihe Fiscal letter
- 4 1  -

January/February IW0 7



UPDATED ESTIMATES OF 
THE SIZE AND CHARACTERISTICS 

OF IOWA’S UNINSURED POPULATION

Prepared for the 
Health Care Expansion Task Force

of the
Iowa General Assembly

Prepared by 
Health Systems Research, Inc. 

Washington, D.C.

March 2, 1990

-«■ HEALTH SYSTEMS RESEARCH. INC



THE UNINSURED IN IOWA

DEFINITION:
THE UNINSURED ARE PERSONS WHO LACK 
HEALTH CARE COVERAGE OF ANY TYPE, WHETHER 
FROM A PRIVATE CARRIER OR A GOVERNMENT 
PROGRAM

ESTIMATED SIZE:
ACCORDING TO DATA FROM THE IOWA PORTION 
OF THE 1989 CURRENT POPULATION SURVEY, 
APPROXIMATELY 220,000 IOWANS ARE UNINSURED.

THIS REPRESENTS ABOUT 9% OF THE STATE’S 
UNDER-65 POPULATION
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Possible Reasons Why the 1989 
Estimate of the Size of Iowa’s 

Uninsured Population is Lower 
than Previous Years’

1. Changes in the questionnaire used 
to collect the data:

•  Questions revised

•  Additional questions asked

2. Variations in sample population 
from one year to the next

•  Actual 1989 number =
1989 estimate +. 18,500 persons 
(at 90% confidence level)

3. Actual change in the number of 
uninsured lowans
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UNINSURED IOWANS:
By Age

( i V  y i c ;  (<]%) 
1,500

25-64 YRS. 
113.000
(53%)

UNDl R 1H 
57,000

(26%)

18-24 YRS 
45,000 

(20%)

Source: Health Systems Hesoarch, Inc
Analysis  ol March, 1989 CPS



1988 FEDERAL POVERTY GUIDELINES

HOUSEHOLD SIZE ANNUAL INCOME

1 $ 5,770

$ 7,730

$ 9,690

$11,650
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UNINSURED IOWANS:
By Poverty Status

UNUI R P< VI H I Y

'3X POVERTY 
33,000 

( 10%)

2-3X POVERT 
43,000

( 20%)

Source: Health  Systems Research, Inc
Analysis ol March, 1989 OPS



UNINSURED IOWANS:
By Place of Residence

1)1 M i  H i l l  S
( H % )

155.000 
\ 70%)

Source: Heal th  Systems Research. I n c
Analysis of March. 1909 CPS



NO I !

EMPLOYMENT STATUS OF UNINSURED IOWANS: 
Ages 18-64  
(N=161,000)

N ! AI3GR FORCE 
2 / , 0 0 0

(•17%)

PART-TIME
42,000

(26%)

U N  I IM I  / I  Ml 
52,000

(32%)

/  R

FULL-TIME/PART YEAR 
40,000 
(25%)

Souree: Health Systems Research, Inc
Analysis ol March, 1989 CPS



DISTRIBUTION OF UNINSURED IOWANS: 
By Employment Status of Family Head

(N=220,000)

U L  I. M l  / I  I II

116,000 
(53%)

Y f  A l

NOT IN LABOR FORCE 
30,000 
(14%)

FULL-TIME/PART YEAR 
33,000 
(15%).

PART-TIME 
41,000 
(19%)

Source: Health  Systems Research, Inc.
Analysis  ol March, 1989 CPS
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UNINSURED WORKERS IN IOWA: 
By Industry

NO. OF UNINSURED (in 000s)

30

in

AGRIC. CONST. MANUF. TRADE PERS SV PROF SV OTH SV 
INDUSTRY

Source: Health Systems Research Inc.
Analysis of March. 1909 CPS



UNINSURED WORKERS IN IOWA 
By Size of Firm

NO. OF UNINSURED (in 000s)

< 25 25-99 100-499
SIZE OF FIRM

Source: Health Systems Research, Inc.
Analysis ol March, 1989 CPS
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EYES ON THE MASSACHUSETTS MIRACLE

L o a d e d  18 m o n th s  ago am id m uch hoop la . M assach u se tts ' universal h e a lth  in s u - in c e  system  
is o u t o f  the  blocks. H ow ever, its p a th  inc ludes significant hu rd les, inc lud ing  a c ripp led  Bay 
S ta le  eco n o m y  an d  the  risk o f being ta rre d  w ith the b ru sh  of ignom iny now  sla th e rin g  ch ief 
sponso r G ov. M ichael D ukakis.

W hen  he pu sh ed  th ro u g h  the law in July 1988. D ukak is was rid ing  high, his n o m in a tio n  as 
th e  D e m o c ra ts ’ p residen tia l choice all but w ired  an d  his hom e s ta te 's  ec o n o m y  living up  to  th e  
p o p u la r p h rase  "M assach u se tts  M iracle." N ow  th e  failed can d id a te  an d  lam e duck  g o v ern o r is 
d odg ing  b iic k b a ts  from  every sector, and  th e  M assachusetts  treasu ry  is ru n n in g  o n  em pty . F or 
th e  fiscal year th a t began  July 1, the sta te  faces a deficit pegged at S800 m illion . In  the  fight 
to  e ra se  the  defic it, th e  insu rance law 's o p p o n en ts  •• chiefly small b u sin essm en  an d  R epub lican  
leg isla to rs •• see  a ch a n ce  for repeal.

T h e  M assach u se tts  law is an  am b itious a ttem p t to  ad d ress  at the  s ta te  level a natio n w id e  
p ro b lem  -• A m eric an s  w ithou t hea lth  insurance. W hen  th e  law w as passed , M a ssac h u se tts  c o u n te d  
600,000 u n in su red  resid en ts , o r  10 p ercen t o f  its p o p u la tio n . L ike m any o f  th e  31 m illion  to  37 
m illion  u n in su red  A m ericans in the n a tio n  a t large, m any o f  M assach u se tts’ u n in su re d  w o rk  o r  are 
th e  d e p e n d e n ts  o f  w orkers . O th e rs  arc unem ployed , un in su rab lc  because o f  m ed ica l c o n d itio n s , o r  
r isk -tak c rs  w illing to  ride  b areback  and depend  o n  o th e rs  to  ca tch  them  w hen they fall.

OFr.THEgP.Q.UNJCI

P h ased  in over several years to  m inim ize sticker shock  and  let business  p re p a re  fo r its new  
b u rd en s , th e  1988 M assachusetts  H ea lth  S ecurity  A c t com bines public an d  p riv a te  se c to r  so lu tio n s  
th a t to g e th e r  p ro m ise  coverage -  o r  th e  o p p o rtu n ity  fo r it -  to  every B ay S ta te  re s id e n t. S o  
fa r im p lem e n ta tio n  has b een  piecem eal; the m ain  e lem e n ts  take effect du ring  1990-92.

A s  o f  1989, th e  law m an d a ted  coverage for fu ll-tim e college s tu d e n ts , u p p e d  s ta te  aid  to  
p re g n a n t w o m en  an d  th e  d isabled, expanded  com m unity  h ea lth  c e n te rs  to  c a re  fo r  u rb a n  p o o r, and  
o rd e re d  d ev e lo p m en t o f  m odels for less expensive form s o f  in su rance for sm all business.

T h e  la rg e s t p ub lic -sec to r e lem en t in p lace is C o m m o n H ea lth , a s ta te -ru n  p ro g ra m  covering  
p re g n a n t w o m en , d isab led  ch ild ren , d isab led  adu lts , and  fo rm er w elfare rec ip ien ts  w ith o u t em p loy ­
e r-p a id  coverage. S ta te  M edicaid  benefits  a re  available to  any p reg n an t w o m an  w h o se  incom e is 
180 p e rc e n t o f  th e  federa l poverty  line o r  less. D isab led  re sid en ts  can  buy  in to  M ed ica id  o n  a 
slid ing  p rem iu m  scale. T hose  leaving w elfare get 24 m o n th s  o f  M edicaid  coverage . T h e  p ro g ram  
n o w  covers 16,000 peop le , says Larry  C ollins, spokesm an  fo r th e  s ta te 's  new  D ep t, o f  M edical 
S ecurity . T h e  ta rg e t fo r m id-1990 is 25,C°0.

C e n te rC a re , th e  expanded  com m unity  c e n te r  p ro g ram , has  g o tte n  ca re  to  4 ,000 c ity  dw ellers. 
B u t th e  la rg est p riva te  p rog ram  to  be im p lem en ted  req u ires  th a t all fu ll-tim e co llege s tu d e n ts  
have  h e a lth  coverage th ro u g h  the ir p a ren ts , gu ard ian s, o r  schools. O f  400 ,000  s tu d e n ts , 60,000

Janet Ochs Wiener, Editor
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h.ivc b o u g h t in.Mir.tnce they o therw ise  w ould have eschew ed, M ost po licies len d  to  be le a n -  
p rem iu m s average $270 a vcar. B esides lin ing in su re rs ' pockets, the s tu d e n t m a n d a te  saves m o n ­
ey, B efore the  law to o k  effect, un in su red  s tu d e n ts  tan  up  $15 m illion a yea t in had  d eb ts  fo r 
hosp ita l and  physician care. T h a t sum  cut in to  the  s ta te 's  $300 m illion bad  d e b t pay m en t pool 
derived  f r om a 10 p ercen t su rcharge on all hosp ital bills.

T h e  s ta te  also  has launched  a scries o f p ro jec ts  to  test low -cost in su ran ce  F ive regional 
in su re rs  -  Jo h n  H an co ck  M utual Life in Salem . H ea lth  New E ngland  in S pringfie ld , W o rc es te r’s 
F a llo n  C om m unity  H ea lth  P lan and  C en tra l M assachuse tts  H ea lth  P lan, and  B o s to n 's  N e ig h b o rh o o d  
H ea lth  P lan  •• have c o n tra c ts  to  test new tje k s  o n  coverage, via innovative p la n s  th a t by July 1 
sh o u ld  en ro ll 10,000 people. In 1990, a n o th e r  ro u n d  o f  c o n tra c 's  will Ire aw arded .

B IG  P IE C E S . W G  P R O B L E M S

T h e  new  year also  will sec the law ’s m o te  sw eeping -  an d  m ore  d ifficult -  m a n d a te s  ar 
rive, as M assachusetts  t i le s  to  cover unem ployed  an d  u n in su red  w orkers, w ith  po lic ies p rov ided  b /  
th e  sta te  b u t paid for by business via a $16.80 per w orker ycatly tax yielding $35 m illion  a year.

M assach u se tts  h asn ’t yet defined  the coverage fo rm at, bu t in su rers expect a tw o-tie red  p ro ­
gram . O f the  s ta te 's  100,000 unem ployed , 60,000 can  buy g roup  ra te  h ea lth  in su ran c e  for at least 
18 m o n th s  u n d e r the  federal C o n so lid a ted  O m n ib u s  B udget R econcilia tion  A ct o f  1986 (C O B R A ), 
m ean in g  only  a  m inim al subsidy from  M assachusetts , says S teven  T ringalc , V P  for H e a lth  Policy 
a t th e  Life In su rance A ssn. o f M assachusetts. B ut w orkers laid o ff by sm all co m p an ie s  d o n 't  
have C O B R A  p ro tec tio n , and th e  s ta te  will have to  foo t nearly all o f  th e  bill, T ringalc  p red ic ts .

T h e  law’s m ain section , w hich takes effect in 1992, applies to  the th o u sa n d s  o f  u n in su red  
w o rk e rs  em ployed  m ostly by sm all business. E m ployers w ould  have to  p rov ide m in im um  coverage, 
o r  pay $1,680 p er w o rk er in laxes, to  be p laced  in the s ta te ’s coffers to  pay fo r in su ran ce  fo r 
th o se  left uncovered .

T h e ir  p o ten tia l co s t •* to  the s ta te  and  to  business  -  has had  these  e le m e n ts  in  o p p o n e n ts ’ 
c ro ssh a irs  since th e  b ill's  in tro d u c tio n , w ith  several a ttem p ts  to  repeal the  law  o r a t  least delay 
im p lem e n ta tio n  o f  th e  m ost lo a th ed  provisions.

T h e  m ost visible o p p o n e n t o f th e  insu rance m an d ate s  is R ep. P e te r F o rm a n , th e  R epub lican  
W hip  in  th e  s ta te ’s H o u se  o f R ep resen ta tives. F o rm a n  opposed  th e  bill w hen  it w as b e in g  co n s i­
d e re d  in 1988, b u t his cha llenge w as sw ept aside. In  his nu m b er tw o G O P  post, F o rm a n  has 
s tep p ed  up his e ffo rts  to  d e fea t th e  insurance law, relying on stro n g  su p p o rt from  sm all business.

A  C R U M B L IN G  C O A L IT IO N

D u k ak is’ popu larity  isn 't th e  only th ing  th a t’s  crum bled  since last year. P assage o f  the u n i­
versal coverage law d em an d e d  a coa lition  o f  consum ers, labor, business, an d  hosp ita ls . N one  
cou ld  d ic ta te  th e  law 's c o n ten ts , b u t all w ound up  g e ttin g  som eth ing  in th e  final deal.

T h e  law  began  as  a b id  to  revise s ta te  hosp ital paym ents. O n e  o f  fo u r s ta te s , along  w ith  
N ew  Y o rk , N ew  Jersey , an d  M ary land , using an  all-payer system  fo r hosp ita l ca re , M a ssac h u se tts  
w as h ea rin g  gripes from  ho sp ita ls  a b o u t skim py ra tes . In  1983, w hen  M ed icare  sw itched  to  D R G s, 
th e  s ta te  o p te d , w ith  industry  su p p o rt, to  stay  o u t  o f p rospec tive paym ent. By 1984. how ever, 
th e  M assach u se tts  H osp ita l A ssn . (M ILA ) saw  th a t its m em bers had  m issed th e  p o in t -  an d  th e  
b o a t -• o n  D R G s. M e d ica re ’s lucrative ind irec t m edical e d u c a tio n  a d ju s tm e n t had  th e  s ta te ’s 
m any teach ing  hosp ita ls  pan ting . M H A  d ro p p ed  its opposition  to  D R G s, forc ing  ac tio n  from  a 
s ta te  in  w hich hosp ita ls  a re  the  largest em ployer, an d  th e re fo re  a political pow er.

T h e  paym ent system  rew rite  a t tra c te d  the  a t te n tio n  o f  businesses tired  o f  h ig h e r m edical 
costs , a s  well as la b o r an d  co n su m er g ro u p s  n erv o u s ab o u t access to  care. In  1984, th e  co n su m er
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m o v em en t h ad  b een  en erg ized  w hen  it successfully fought for a m a n d a to ry  assignm ent ru le  for 
d o c to rs  tre a tin g  M ed ica re  patien ts. C o n su m er g ro u p s urged D ukak is to  use paym ent refo rm  as a 
w edge to  s ta r t m o v em en t on  universal in su rance. Initially re lu c tan t, he signed o n  w hen it lo o k ed  
like a go o d  ag en d a  e n try  in his run  for the  presidency.

T h e  final bill d id n ’t m ake everybody happy, bur no  one left the  table. H osp ita ls go t the
D K G s they d e m a n d e d  in 1984, bu t by the tim e the  bill was fin ished in 1938, D R G s  had gone so u r, 
th a n k s  to  W ash in g to n  budget cuts. M I1A  ad d ed  a new  dem and : a $50 m illion s ta te  paym ent pool 
to  help  o ffse t the "lo sses" hosp ita ls  w ould now  incur un d er D R G s. C o n su m ers  balked  but b o u g h t. 
"A s an  individual p iece , we opp o sed  it; as part o f  a package, we su p p o rted  it,"  says R o b e rt Res- 
tuccia, execu tive d ire c to r  o f  H ea lth  C are  for A ll, a  consum er group.

W ith in  m o n th s  o f  th e  1988 e lec tio n , the coalition  was show ing fissures, particularly  w hen  
D u k ak is  ren eg ed  o n  th e  $50 m illion. H e did so in the form  o f  a  refusal to  spend  $37 m illion a p ­
p ro p ria te d  for th a t p u rp o se  by th e  leg isla ture for 1989. M H A  w ent to  co u rt; eventually , the s ta te  
leg is la tu re  re s to re d  the  m oney and  la te r ap p ro p ria ted  an o th e r  $50 m illion for 1990.

T h e n  th e  s ta te  began  ho ld ing  up M edicaid  paym ents to hosp ita ls  and  n u rsing  hom es. W h en
th e  back log  reach ed  nearly  S500 m illion , M H A  w ent back to  co u rt. A gain , th e  legislature s tep p ed
in, approv ing  j $488 m illion  b o n d  to  repay  providers.

N ow  h o sp ita ls  a re  in a n o th e r  b a ttle  w ith  th e  state . T h e  insurance law  o rd ered  new  ru les
fo r Ihe bad  d eb t p o o l; a d raft aim s at sanction ing  those hosp ita ls  seen  by th e  sta te  as lax in
co llec ting  deb ts . M H A  sees it d ifferently . "T h e  sta te  p rom ised  u s $77 m illion in bad d eb t pay­
m en ts  in  1988-90; so  far w e’ve only received $15 m illion," says M H A  sp o k esm an  R ichard  P ozniak .
B ut C o llin s says 25 p e rc en t o f  th e  s ta te 's  hosp itals w on’t m eet the  new  s ta n d a rd s  because th e y ’re 
to o  easy on  d eb to rs .

C o n su m ers  a re  th e  happ iest m em b ers  o f  th e  erstw hile coa lition . R cstu cc ia  says som e h o s ­
p ita ls  w ere  d u n n in g  p a tien ts  incorrectly . C ollins agrees; 30 p e rc en t o f  M assachuse tts  ho sp ita ls  
" d o n ’t ta k e  th e  tim e to  d e te rm in e  w ho is eligible for free ca re ,"  h e  says. In  M assachusetts , 
any o n e  ea rn in g  less th a n  200 p e rc en t o f the  national poverty line is exem pt from  paying hosp ita l 
bills, a n d  is co v e red  by th e  bad  d eb t pool. B u t som e facilities w ere  billing those  p a tien ts  and  
d u n n in g  th e m  fo r b ad  debts. "C o n su m e rs  w ere getting  screw ed because  hosp ita ls  w ere go ing  by 
w him s," says R cstuccia .

G iven  th e  tu m u lt, i t ’s no  w o n d er th a t industry  suppo rt is lagging. "U n iversal h ea lth  ca re  is 
a  very n o b le  ex p e rim en t b u t an  experim en t th a t is faltering  d u e  to  th e  s ta te  budget crisis," says 
M H A ’s P ozn iak . " I f  un iversal h ea lth  ca re  is to  w ork  in M assachusetts , it c a n n o t be solely a s ta te  
funded  p ro g ram , b u t m u st b e  a fed e ra l-s ta te  partne rsh ip ."  B ut h e  ad m its  th a t help from  W ash in g ­
to n  " isn ’t in th e  rea lm  o f  reality."

S o  far, h o sp ita ls  w o n 't jo in  th e  call fo r repeal, b u t sm all business has , "specially am ong  
re s ta u ra n t o w n ers  w ho  te rm  th e  1992 m an d a te  an ind irect 25 p e rc en t h ike in  th e  m inim um  w age 
th a t will ra ise  p rices a n d  repel custom ers.

In  th e  leg is la tu re , o p p o n en ts  a re  w atch ing  F o rm an , now p ressing  fo r repeal o f th e  1992 e m ­
ployer m a n d a te  an d  a  y ea r’s  delay  in  im plem enting  the  1990 p rog ram  for th e  unem ployed , w hich  
h e  says is to o  expensive. F o rm a n  a lso  says the $400 m illion es tim a te  fo r the  an n u a l s ta te  ta b  for 
th e  fu lly -im plem ented  p ro g ram  is to o  low; he says it’s  closer to  $750 m illion. E ith e r w ay, he 
says, M a ssac h u se tts  c a n ’t afford  it.

F o rm a n ’s cam paign  has had  lim ited  success. In July, w ith  an ti-D u k a k is  sen tim en t peak ing , 
F o rm a n  seem ed  to  have the  vo tes fo r  o u tr ig h t repeal o f the em p loyer m an d a te . B u ' he w as o u t ­
f lanked  by D u k ak is  an d  H ouse  S peaker G eo rg e  K everian. w ho cam e u p  w ith  a plan to  delay  the  
m a n d a te  to  1993. T h e  H o u se  w en t along  in  S ep tem b er.

- 5 7 -
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In  the s ta te  S en a te , the  in su rance law  has m uch g rea ter support, in p a r t  because  it was 
w ritte n  by W ays & M eans C h a irm an  P atric ia  M cG overn . So far the D em ocrat has  foiled F o rm a n 's  
fo rays on  b eh a lf  o f  delay and  repeal, bu t th e  S en a te  th is  week is likely to  app rove  a y ea r’s delay 
in th e  em ployer m an d a te . "T h e  phase-in  is going a little m ore slowly than  w e had first an tic i­
pa ted . If we did delay  it fo r o n e  year, p ro p o n e n ts  feel that w ouldn 't necessarily  be a bad  th ing ," 
says M cG overn  a ide  Jo a n  Fallon .

O n e  issue th a t m ust be resolved by y ea r’s en d  involves funding for th e  second  ro u n d  o f 
d e m o n s tra tio n  p ro jec ts . In th e  budget d e b a te , the  H ouse stripped rhe $7 m illion  ap p ro p ria tio n  
from  the  1990 b udget. E arlie r th is m o n th , M cG o v ern 's  panel resto rcu  the m oney; a H o u sc-S en a tc  
co n fe ren ce  co m m ittee  m ust w ork  o u t a com prom ise .

Zl.iE BATTLES. m.C.O-M E

T h e  in su ran ce  law m ay survive 1989 m o re  o r  less in tact, but w ith no  e n d  to  th e  cam paign
for delay  o r  rep ea l. A nd  the  1989 b u d g e t crisis will becom e th e  1990 b u d g et crisis, p a r t  o f  the
b ac k d ro p  against w hich M assach u se tts  e lec ts  a successor to  D ukakis. A s the  p rov isions fo r the  
u n em ployed  kick in, th e  p ro g ram  cou ld  gain  s tren g th , says R cstuccia. "T h a t gives u s  a m uch 
b ro a d e r  constituency ,"  h e  says.

B u t the g u b ern a to ria l e lec tio n  cou ld  be th e  key to  the  p rog ram ’s fu tu re , says R o b e rt Rlcn- 
d o n , ch a irm an  o f  H a rv a rd ’s D ep t, o f  H e a lth  Policy &  M anagem ent. T h e  in su ran ce  law h a sn ’t g o t­
te n  a public e n d o rse m e n t from  e ith e r  o f th e  lead ing  D em ocrats, L ieu ten an t G ov. Evelyn M urphy  
an d  fo rm er s ta te  A tto rn ey  G en e ra l F rancis B ello tti. P L n d o n  says he and o th e r  su p p o rte rs  o f  the
law  have to  g e t such  co m m itm en ts  be fo re  th e  July prim ary. "W e d o n ’t w an t a  D em o cra t to  get
to  th e  m ain  e lec tio n  w ith o u t tak ing  a s ta n d  o n  th is  issue." R estuccia’s a rm tw iste rs  a lready  have 
m et w ith  B ello tti a n d  p lan  to  m ee t w ith  M urphy .

N eith e r G O P  can d id a te  -  cx-U .S. D epu ty  A tto rn ey  G enera l W illiam W eld an d  H o u se  M inority  
L ea d e r  S tep h e n  P ierce  -  has a ttack ed  th e  law, b u t e ith e r  would be expected to  back  repeal if 
e le c te d ."  B len d o n  p red ic ts  the  B ush  W h ite  H o u se  w oul l pu sh  repeal to  help d e fla te  the m an d a to ry  
in su ran ce  issue.

H e lp  cou ld  ap p e a r  in  the . form  o f  survey resu lts  being tabu lated  by th e  H arvard  S choo l o f  
P ub lic  H ea lth , w hich  is studying  the  d em o g rap h ics  and econom ics o f  the u n in su red . In s tea d  o f  
600,000, th a t p o p u la tio n  cou ld  be as low  as 450,000, says R cstuccia . no ting  th a t if th a t is so . the  
p ro g ra m ’s costs  w ou ld  be m uch  low er.

If  th e  M assach u se tts  in su rance  law  survives, it may provide a national m ode l. P o litic ians in 
W ash in g to n  an d  in  several s ta te  cap ita ls  a re  w atch ing  closely. In C ongress, S en . E dw ard  K ennedy  
(D -M A ) an d  R ep . H en ry  W axm an (D -C A ) co n tin u e  to  push for a  M assachusetts-like p rogram . A nd  
N ew  Y o rk  H ea lth  C om m issioner D avid A xelrod  recen tly  unveiled an  am b itio u s un iversal access 
p ro p o sa l, a lth o u g h  so  far G ov. M ario  C u o m o  h as  s te e re d  clear o f  e n d '' scm cnt.

B u t if  the  Bay S ta te  experim en t fails, it cou ld  suspend consideration  o f  such  na tio n al so lu ­
tions. " I f  i t ’s rep ea led , everybody will rea d  th is as, ‘a sta te ca n ’t do  th is ,’" says H a rv a rd ’s 
B lendon . -  by R ichard  Sorian, editor o f  M edicine & H ealth, currently an A lfred  P. S loan  F ounda­
tion  journa lism  fe llo w  a t the  H arvard S ch o o l o f  Public H e a lth
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Massachusetts Health Security Act Is 
On Track And On Time, Dukakis Reports

D e s p ite  th e  initial c o n fu s io n  a n d  c o n tro v e rsy , im p le m e n ta tio n  of th e  
M a s s a c h u s e t ts  H ea lth  S e c u rity  A ct -  th e  la n d m a rk  u n iv e rsa l in s u ra n c e  
law  s ig n e d  in April o f 1988 -  is p ro c e e d in g  sm o o th ly  a n d  is o n  s c h e d u le ,  
a c c o r d in g  to  G ov. M ichael S . D ukakis. "A fter s o m e  ea rly  rocky  m o m e n ts , 
w e  a r e  o n  ta rg e t,"  D ukak is s a id  in a  r e c e n t  in te rv iew  w ith S ta te  H ea lth  
N o te s . "W e e x p e c te d  to  c o v e r  1 0 0 ,0 0 0 -p lu s  p e o p le  by  th is  sp r in g , a n d  
w e 'r e  g o in g  to  d o  so ."

tonniversity
W A S H I N G T O N  D C

T h e  sm a ll b u s in e s s  c o m m u n ity , w h ich  will a b s o rb  th e  lio n 's  s h a re  of 
th e  p la n ’s  c o s t ,  h a s  lo s t its  b id  to  re p e a l  o u tr ig h t, o r  a t  le a s t  d e la y , 
im p le m e n ta tio n  of a  key  p ro v is io n  of th e  law . T h a t p ro v is io n , s c h e d u le d  
to  ta k e  e ffec t in 1992, re q u ir e s  all firm s e m p lo y in g  six  o r  m o re  w o rk e rs  
to  p a y  a 12 p e r c e n t  su r ta x  o n  th e  first $ 1 4 ,0 0 0  of w a g e s  fo r e a c h  e lig ib le  
e m p lo y e e ,  o r  a  m a x im u m  $ 1 ,6 8 0  p e r  e m p lo y e e  p e r  y ea r. C o m p a n ie s  c a n , 
h o w e v e r , d e d u c t  from  th e  tax  an y  a m o u n ts  th e y  p a y  to  p ro v id e  h ea lth  
in s u r a n c e  for th e ir  e m p lo y e e s ,  s o  th a t in e ffec t, on ly  th o s e  th a t d o  n o t 
p ro v id e  in s u ra n c e  o r  c o n tr ib u te  le s s  th a n  $ 1 ,6 8 0  will b e  s u b je c t  to  th e  tax.

T h o u g h  th e r e  a re  still s o m e  sm all b u s in e s s e s  o p p o s in g  th e  m a n d a te ,  
D u k ak is  o b s e rv e d  th a t m a n y  a re  b e g in n in g  to  s e e  th e  p la n  a s  b en e fic ia l. 
"W e’re  find ing  th a t in m a n y  c a s e s ,  w e  c a n  b e  h e lp fu l to  sm a ll b u s in e s s  
p e o p le .  M any of th e m  a lre a d y  in su re  th e ir  e m p lo y e e s  a n d  p ay  v ery  h ig h  
ra te s ,"  h e  s a id ,  s o  th a t th e  co m b in a tio n  of a s s i s ta n c e  a n d  tax in c e n tiv e s  
" sh o u ld  b e  v ery , v ery  helpfu l."

B e g in n in g  in J a n u a ry  1990 , firm s th a t e m p lo y  50  o r  fe w e r w o rk e rs  a n d  
h a d  n o t c o n tr ib u te d  to  h e a lth  in s u ra n c e  for th r e e  y e a r s  b u t n o w  s u b s i ­
d iz e  a t le a s t  50  p e r c e n t  of th e  c o s t  of e m p lo y e e  c o v e r a g e  c a n  c la im  a 20  
p e r c e n t  lax  c re d it b a s e d  o n  th e ir  f irs t-y ear p re m iu m  c o s ts .  L ast y ea r , 
sm a ll b u s in e s s e s  w e re  a ls o  o ffe re d  th e  o p p o rtu n ity  to  p a r tic ip a te  in a n  
in s u ra n c o  p o o l th a t will e n a b le  th e m  to  b u y  a ffo rd a b le  c o v e ra g e .

“My s e n s e  is th a t a  lot of e m p lo y o rs  a r e  a lre a d y  b o g in n in g  to  in su re  
th e ir  e m p lo y o e s ,  partly  in an tic ip a tio n  of th e  m a n d a te  b u t partly , frankly, 
b o c a u s o  in th e  tigh t lab o r m a rk e t th a t w e  h a v e , it 's  very  difficult to  a ttra c t 
g o o d  o e o p le  th e s e  J a y s  w ithou t h e a lth  b e n e f its ,"  D ukak is sa id .
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