
 
 
 
 
 

 
 
 

 
 
 
 

 
 
 
 
 
 
 

 
 

 
 
 
 
 
 
 
 
 

 
 
 

Ten Steps to  
Reduce the Number  
of Maine People  
Without Health Insurance 

 
 

 
 
Prepared by the Maine Hospital Association 
 

 

December 2001 

 

A Guide to  
Understanding and 
Improving Health  
Insurance Coverage 

Closing The Gap 



 

Executive Summary                     

Introduction                               

Statement of the Problem            

Analysis of the Problem               

Program and Proposals                

Conclusion                                 

Appendix A                                

Appendix B                                

Appendix C                                

Endnotes                                   

i 

1 

2 

9 

13 

25 

29 

30 

39 

44 

Table  
of  

Contents 



insurance coverage is not likely 
to occur in the foreseeable fu-
ture, hospitals believe that states 
should take deliberate incre-
mental steps to move us toward 
the goal of universal coverage.   
 
As we work to identify practical, 
achievable ways to expand cover-
age in the near term, one fact 
cannot be ignored: most of the 
uninsured are employed.?  A re-
cent study found that enrolling 
all of the uninsured persons who 
currently have access to em-
ployer-based health insurance 
would reduce the number of un-
insured more than any other in-
cremental expansions that have 
been implemented or are now 
under consideration.6   

 
There are also employed indi-
viduals without access to em-
ployer-based coverage.  Nation-
ally, and in Maine, seven out of 
ten uninsured adults are em-
ployed.7  A national study found 
that half of that group does not 
have access to employer-based 
coverage; the other half declines 
employer-sponsored coverage 
due to the cost.8   

Therefore, a focused effort 
should be undertaken to assist 
both employers and employees 
to purchase health insurance.  
 
In addition to supporting em-
ployers and their employees, 
Maine should expand access to 
health insurance by building on 
the existing public structures:  
Medicaid and the Children’s 
Health Insurance Program.  Our 
first priority should be to enroll 
all of those currently eligible for 
existing government-assisted 
coverage.  This will require con-
tinually improving marketing and 
outreach efforts for government 
programs and targeting working 
families, because 75% of the par-
ents of uninsured children eligi-
ble for Medicaid are employed.9  
 
Collectively, we must help the 
working uninsured to participate 
in their employer’s plan, help 
small businesses gain easier 
access to affordable insurance 
plans, and expand public 
programs to help those unable to 
help themselves.  At the same 
time, we must ensure that the 
public programs cover the cost 
of providing health care services  

I.  Executive Summary 

Nearly six out of every ten 
Americans believe that people 
without health insurance obtain 
all the medical care they need.¹   

 
Hospitals know better.  In fact, 
few organizations today have a 
greater understanding of the 
many problems that result from 
lack of health insurance.  Each 
day, Maine’s hospitals experience 
the reality of what researchers 
have clearly proven: uninsured 
people tend to have more health 
problems and die earlier than in-
dividuals with health coverage.²  
This is a tragic fact, given that 
11.8% of Maine’s population, or 
approximately 150,441 people, 
currently are uninsured.³   
 
Maine is not unique.  Over 38 
million Americans, or 14% of the 
total U.S. population, do not 
have health insurance.4  Maine’s 
hospitals believe that this na-
tional problem would best be re-
solved with a national solution: 
the United States should ensure 
that everyone has health insur-
ance coverage as a right of citi-
zenship.  Recognizing that, for a 
variety of political and economic 
reasons, nationally guaranteed  
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to avoid further cost-shifting to 
the private sector.  We believe 
meeting these priority objectives 
are achievable through the 
following ten steps: 

1.  Advocate for a new state-
wide program to assist low-
wage workers to pay their 
share of employer-based 
health insurance plans, and 
offer subsidies to small busi-
nesses to help pay for health 
insurance premiums of low-
wage and self-employed 
workers (this approach, 
modeled after the successful 
MassHealth initiative in 
Massachusetts, would re-
quire a waiver from the fed-
eral government); 

2.  Encourage the creation of 
purchasing cooperatives for 
small businesses to obtain 
coverage plans for their em-
ployees; 

3.  Support individual refund-
able tax credits for monies 
spent on health insurance 
coverage;  

4.  Raise income eligibility lev-
els in existing state insurance 
programs to expand cover-
age to more of the unem-
ployed and uninsured popu-
lation;  

5.  Continue to streamline the 
application process for 

Medicaid and the Children’s 
Health Insurance Program, 
including allowing families 
to self-declare eligibility in-
formation; 

6. Encourage the state to track 
enrollees and monitor rea-
sons for disenrollment,  
including administrative er-
rors and address changes, 
then act to correct any sys-
temic shortcomings; 

7. Intensify efforts to reach 
and enroll children in fami-
lies with limited English-
proficiency in our state pro-
grams; 

8. Recruit more participating 
providers in government in-
surance programs to im-
prove access to health care 
services, especially in areas 
of limited resources, such as 
dental services; 

9. Make provider government 
program payment rates to 
providers comparable to the 
commercial market to elimi-
nate cost shifting; and 

10. Educate the public and pol-
icy makers about the impor-
tance of health insurance 
and preventive care. 

 
Taking any of one of these steps 
alone will not maximize access 
expansion, because different 

Closing the Gap  

groups of uninsured and under-
insured have different needs.  
However, in the absence of a na-
tional solution, we believe that 
this multi-pronged approach will 
provide health insurance to the 
greatest number of people.  This 
is critically important because 
while coverage alone does not 
ensure good health, the absence 
of coverage is a major contribu-
tor to poor health.   
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more likely to have gone without  
needed health care services, and 
up to 40% less likely to receive 
any medical attention for a seri-
ous injury.15  When uninsured 
children do receive health care 
services, they are five times more 
likely to use the emergency room 
when seeking routine health 
care.16  The very least we can do 
is to ensure that children receive 
necessary and preventive health 
care services at the right time and 
in the most appropriate setting. 

 
The fact that American adults are 
uninsured affects more than their 
own well being; it affects every-
one who relies on them, includ-
ing their spouses, children, co-
workers and employers.  Caring 
for the uninsured and underin-
sured also raises the overall costs 
of our health care system.  Hos-
pitals, which provide emergency 
care regardless of the patient’s 
ability to pay for services, serve 
as society’s “safety net.”  Hospi-
tal emergency rooms, however, 
are simply not able to provide 
the ongoing coordinated over-
sight and preventive care that is 
necessary to maintain optimal 

health status.   
Moreover, some of the hospitals’ 
cost of caring for the uninsured 
and underinsured must be shifted 
to others in the form of higher 
charges.  For example, in Maine, 
the health care providers’ charity 
care and bad-debt write-offs 
amounted to approximately $163 
million in 1999.17 

 
For all of these reasons, Maine’s 
hospitals support a national solu-
tion whereby this country en-
sures that every citizen has health  
insurance coverage as a right of 
citizenship.  Unless or until our 
country is ready to accept this 
responsibility, however, we be-
lieve that the current system that 
combines public and private fi-
nancing must be expanded to 
provide coverage to more of 
Maine’s uninsured population.  
The purpose of this paper is to 
review current programs and 
proposals at the state and federal 
levels to learn what incremental 
changes would assist us in reach-
ing our goals. 

II.  Introduction 

A majority of the American pub-
lic, 57%, believe that people 
without health insurance receive 
all the care they need.10  Hospi-
tals know better.  In fact, few or-
ganizations understand better 
than hospitals the multitude of 
problems that result from lacking 
health insurance.  It has been 
clearly established by many repu-
table researchers that the unin-
sured have poorer medical out-
comes and higher mortality rates 
than the insured.11  For example, 
uninsured adults are four times 
more likely to require emergency 
hospital care.12  Health condi-
tions that might be diagnosed 
and treated easily outside of the 
hospital can quickly become ma-
jor medical emergencies when 
patients skip recommended 
medical tests or treatments, as 
one-third of the uninsured popu-
lation does.13  Therefore, it is not 
surprising that the uninsured are 
hospitalized at least 50% more 
often than the insured popula-
tion for “avoidable conditions,” 
such as uncontrolled diabetes.14   
 
Uninsured children fare no bet-
ter, as they are up to six times  
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III.  Statement of the Problem 

Currently, 38.7 million Americans, or 14% of the U.S. population, are without health insurance, including ap-
proximately 8.5 million children under the age of 18.18  Although these numbers are unacceptably high, they 
represent a continuing decline that began in 1999, which was the first year showing a decline in the uninsured 
rate since comparable statistics became available in 1987.19  The graph below shows the growth trend of un-
insured Americans from 1988 through 1999.20 

Growth in the Numbers of Uninsured Americans, 1988-1999
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One reason for the recent decline in the uninsured rate is illustrated in the next two charts showing the source 
of health insurance coverage, first nation-wide and then for Maine.21 
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*Note that the data represented here is for the non-elderly population, a distinction often given    
  that 99.3% of persons age 65 and older are insured, most likely reflecting widespread Medicare  
  coverage.22  In 2000, although the overall rate of uninsured decreased, the employer-based cov- 
  erage was relatively constant at 64.1% and the Medicaid coverage rate was unchanged.23   
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These charts illustrate that the pri-
mary source of health insurance, at 
both the state and national levels, is 
employer-based coverage.  Our na-
tion’s dependency on an employer-
based health insurance system is 
not without risk, however.  Regain-
ing and maintaining a strong econ-
omy is critical to further decreasing 
the uninsured rate, or even holding 
the current level.  The fragility of 
coverage in an employer-based sys-
tem is particularly evident when the 
economy is weak because many 
workers are just one lay-off away 
from becoming uninsured. 

Note: These percentages are based on 1998 data, hence the state’s 13 
uninsured rate, rather than Maine’s current uninsured rate of 11.8%.   

Coverage Sources in Maine, as 
Percentage of Population 

Medicare 
14%

Private 
Insurance
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It has been estimated that if every-
one who currently has access to 
employer-based coverage actually 
took full advantage of their em-
ployer’s plan, the total uninsured 
population would drop by 20%.24  
Given that employer-based insur-
ance is the most prevalent source 
of coverage, and that many eligible 
employees do not enroll in their 
employer’s plan, it is helpful to 
consider more detail regarding the 
employed uninsured.  The national 
data shown in the graphics below 
provides more detail on uninsured 
workers and their families.25 

Closing the Gap  
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This chart shows that almost 20% of our na-
tion’s uninsured population are in families where 
there are two full-time workers, and nearly 75% 
are in families where at least one person is work-
ing full-time.  Families with only part-time work-
ers are as likely to be uninsured as those with no 
workers because part-time jobs seldom offer  
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 Uninsured Workers, by Business Size, 1998 

health benefits.26  In Maine, 71% of uninsured adults 
are employed on a full or part-time basis, including at 
least 26,000 working parents.27  Given the high num-
ber of full-time employees without health insurance, it 
is instructive to consider the size of businesses as it 
relates to the working uninsured.28 
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half of all Maine workers.30   
 
Even if a Maine employer offers 
coverage, 66% of uninsured 
workers eligible for their em-
ployer’s plan said they declined 
the benefit because it is too ex-
pensive.31  This finding is con- 

Major Reasons Reported By Uninsured Adults For Not Having Health Insurance, 2000 
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This chart shows that 60% of un-
insured workers nation-wide are 
employed at businesses with 

fewer than 100 employees.  In 
Maine, there are 43,666 busi-
nesses with fewer than 100 em-
ployees,29 and businesses with 
fewer than 50 employees employ 
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Given that so many uninsured are working people who say that health insurance is too expensive, it is useful 
to consider the income, relative to the federal poverty level, of the non-elderly uninsured, as shown on the 
next page.33 

sistent with national data on why 
uninsured adults lack coverage, 
as shown below.32 

5 



 

300%+
27%

200-
299%
17%

<100%
27%

100-
199%
29%

 
 

Risk of Being Uninsured

9%

19%

31%

36%

0% 10% 20% 30% 40%

300%+

200-299%

100-199%

<100%

Closing the Gap  

The Non-elderly Uninsured, by Poverty Level, 1998 

serves to cope with a major ill-
ness or injury.39  Given the pre-
sent state of the national econ-
omy, it is reasonable to expect 
the number of people with in-
adequate financial reserves will 
increase in the coming year. 
 
Finally, when considering the 
working uninsured and their 
share of the health insurance 
premium, it is helpful to under-
stand the trend in the average 
annual premium per worker, and 
the worker’s share of that pre-
mium, as shown on the follow-
ing chart.40 

age per capita income is only 
about $24,600.35  It is therefore 
not surprising that 78% of 
Maine’s uninsured earn less than 
$35,000.36  For reference, the 
year 2001 federal poverty guide-
line for a family of four is 
$17,650, with 200% of that be-
ing $35,300.37  To put those fig-
ures in perspective for a single 
adult, a full-time single worker 
paid the federal minimum wage 
earns 133% of the federal pov-
erty level.38  
 
Maine residents are not alone; 
despite our nation’s robust 
economy in 1999, a national sur-
vey showed that nearly one-
third of working adults lived 
“from paycheck to paycheck” 
with insufficient financial re-

These charts illustrate the fol-
lowing facts of particular impor-
tance: 
• Over half of America’s un-

insured have family incomes 
less than 200% of the fed-
eral poverty level; 

• The poor have up to a four 
times greater chance of be-
ing uninsured as compared 
to higher income families; 
and 

• Families with incomes be-
tween 100% and 200% of 
the federal poverty level run 
nearly the same risk of being 
uninsured as those with 
lower incomes, and may be 
ineligible for Medicaid.34  

The relationship between in-
come and insurance coverage is 
alarming, because Maine’s aver-
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Average Annual Premium Cost
Per Worker, 1977, 1988 and 1998

(in 1998 Dollars)
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The rising costs of health insur-
ance are especially difficult for 
small businesses.  Between 1996 
and 2001, the average costs of 
health insurance for Maine small 
businesses increased by 78% for 
fee-for-service coverage, and by 
58% for health maintenance or-
ganization coverage.46  It is no 
surprise that, of the small busi-
nesses in Maine that are not cur-
rently sponsoring coverage, 63% 
cite high costs as the reason they 
cannot offer a health insurance 
benefit to their employees.47  
 
Whatever the reason for being 
without health insurance 
coverage, there are substantial  

double the inflation rate.42  In 
2001, the premiums for employer-
sponsored health insurance in-
creased again, by 11%.43  While 
the amount workers paid for their 
share of the premium remained 
statistically unchanged from 2000 
to 2001, a recent study showed 
that 44% of employers indicated 
that they may shift a substantial 
share of the increasing premium 
costs to their employees in the 
upcoming year.44  The total pre-
mium cost and its distribution are 
critical pieces of the puzzle, be-
cause cost is the primary factor 
affecting both the employer’s de-
cision to offer coverage and the 
employee’s decision to accept it.45  

Although employer-based group 
insurance policies are certainly 
more economical than individu-
ally purchased policies, this bar 
graph illustrates both that the 
costs of health insurance has in-
creased substantially over the last 
20 years, and that employers are 
passing a greater share of that 
cost to their employees.  Conse-
quently, workers paid more than 
three times as much for health 
benefits in 1998 as in 1977 during 
a period when many workers’ 
wages, relative to inflation, were 
actually declining.41  In addition, 
from 1999 to 2000, the cost of 
health insurance premiums na-
tionwide jumped 8.3%, more than 

7 



 

negative health consequences of 
being uninsured.  It is well estab-
lished that lack of health insur-
ance leads to decreased access to 

health care services and poorer 
medical outcomes.  For example, 
people without health insurance 
may postpone or forgo necessary 

Closing the Gap  

health care services, as shown in 
the chart below.48 
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Deferring medically necessary 
health care services is the most 
disturbing fact associated with 
being uninsured.  After evaluat-
ing ten years of published litera-
ture linking health insurance to 
health status, a report from the 
American College of Physicians-
American Society of Internal 
Medicine researchers provides 
evidence that the: 
• Uninsured are less likely to 

have a regular source of 
health care services; 

• Uninsured are less likely to 
have had a recent physician 
visit; 

• Uninsured are more likely to 

delay seeking care; 
• Uninsured are less likely to 

use preventive services; 
• Uninsured experience a gen-

erally higher mortality rate, 
and a specifically higher rate 
of in-hospital mortality; 

• Uninsured may be up to 
three times more likely than 
privately insured individuals 
to experience adverse health 
outcomes in general; and 

• Uninsured have been found 
to be up to four times as 
likely as the insured to re-
quire both avoidable hospi-
talizations and emergency 
hospital care.49 

The consequences of lacking 
health insurance are clearly ad-
verse to the individual and soci-
ety.  For the uninsured individ-
ual, postponing or forgoing 
medically necessary care may re-
sult in serious illness or even life-
threatening emergencies that 
could have been prevented.  
From a societal perspective, indi-
viduals in poor health reduce 
overall productivity, add costs to 
the health care system, and nega-
tively affect all who rely on those 
individuals, including their fami-
lies, co-workers and employers.50   
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Based on the available data and 
experience, we believe policy 
makers face the following issues 
when developing mechanisms to 
expand health insurance coverage 
to all Americans: 
• Most of the uninsured are em-

ployed.51  Approximately 25 
million American workers had 
no health insurance in 1998.52  
One study found that over 
70% of the nation’s uninsured 
live in households where at 
least one person is employed, 
but for half of that group, the 
employer does not offer cov-
erage and in the other half, the 
employee declines the em-
ployer-sponsored coverage.53  
There are three possible expla-
nations.  Either the employer 
is unwilling or unable to spon-
sor a health insurance benefit, 
or the employee cannot afford 
to share the premium cost.  
Possible solutions include pro-
viding financial incentives to 
businesses to sponsor health 
insurance benefits, or subsi-
dizing, in some form, the em-
ployer’s costs and/or the em-
ployee’s costs. 

            

Supporting employer-based 
health insurance is important 
because, despite the rising 
costs, a recent study showed 
that most Americans prefer 
to continue having the em-
ployer-sponsored system as 
the primary source of cover-
age, rather than government 
or individually purchased 
coverage, even if they were 
currently uninsured.54  The 
survey showed that just 18% 
of adults believed that the 
government should become 
the primary source of health 
insurance coverage, while 
23% would prefer individu-
ally purchased coverage.55  
The authors suggested that 
the survey results reflect a 
preference for group insur-
ance and confidence in the 
employer to select quality 
health plans.56   
 
Given that two-thirds of the 
respondents believed that 
funding for expanding em-
ployer-based coverage should 
come from the employers or 
insurance companies, the 
preference for employer-

based coverage may also re-
flect the common mispercep-
tion that such coverage does 
not significantly affect wages.  
Support for employer-based 
coverage may also stem from 
the fact that enrollment at 
the workplace is generally 
easy, fast and convenient, 
unlike enrolling in an ex-
panded Medicaid program. 
 
Public policy initiatives to 
strengthen the employer-
based system enjoy wide-
spread public support.  The 
survey showed that 85% of 
adults support governmental 
assistance to help low-
income workers pay their 
share of the employer-
sponsored health insurance 
premium.57   

• Most of the employed unin-
sured work in businesses 
with fewer than 100 per-
sons.58  From a purely eco-
nomic viewpoint, small busi-
nesses lack the capital re-
sources generally available to 
larger companies, and thus 
are more sensitive to fluctua-
tions in annual costs.  This  

IV.  Analysis of the Problem 
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will tend to directly influence  
the decision that a company 
makes concerning insurance 
coverage benefits and pre-
mium sharing.   

•    Price is the primary reason 
why the working uninsured 
lack coverage.59  Because of 
the rapidly rising cost of in-
surance premiums, both 
small businesses and indi-
viduals perceive that provid-
ing or acquiring coverage is 
prohibitively expensive.  In-
dividuals unable to afford 
comprehensive plans may 
opt for catastrophic coverage 
alone, and forgo preventive 
and semi-elective health care 
services until an emergency 
medical condition requires 
treatment.  Larger companies 
may find that insurance cov-
erage is too expensive, and 
decide to self-fund coverage, 
which may create a greater 
problem for small firms if in-
surance carriers raise rates to 
compensate for the loss of 
volume. 

• Many of the uninsured are 
insurable through current 
public programs.60  In addi-
tion to the access to em-
ployer-based coverage previ-
ously discussed, over one 
quarter of all uninsured 

adults, and nearly two-thirds 
of all uninsured children, ap-
pear to be eligible for cover-
age in government health in-
surance programs.61  This im-
portant fact suggests inade-
quate marketing and/or out-
reach for government pro-
grams.  It must be acknowl-
edged, however, that there 
are significant barriers to out-
reach because of the process 
necessary to participate in the 
expanded Medicaid and Chil-
dren’s Health Insurance Pro-
grams (CHIP).  Enrollment 
in Medicare and employer-
sponsored plans is nearly 
automatic and potentially 
long-lasting.  In contrast, 
state program enrollees must 
first hear about the program, 
understand that they may be 
eligible, take affirmative ac-
tion to find an application 
form, complete it, enclose 
additional required informa-
tion and return it to the state.  
Once enrolled, the burden is 
on the enrollee to become re-
certified as an eligible partici-
pant every twelve months.   

 
Nonetheless, if all of the eli-
gible people were enrolled in 
the appropriate federal and 
state sponsored programs, 

Closing the Gap  

the numbers of uninsured 
would markedly decrease, 
and such efforts may be 
more beneficial, at least in 
the short term, than estab-
lishing entirely new pro-
grams.  

• Ignorance.  In this arena, 
knowledge means coverage 
and coverage means better 
health.  Constant outreach 
and public education is nec-
essary to maximize enroll-
ment of eligible populations 
in state health insurance pro-
grams.  If former govern-
ment program enrollees had 
known that they still qualified 
for coverage, or if the admin-
istrative system had been able 
to better track and reach the 
eligible population, there 
would be substantially lower 
numbers of uninsured.  We 
must also educate the policy-
makers and general popula-
tion regarding the impor-
tance of health insurance 
coverage, preventive care and 
options for obtaining cover-
age. 

• Individual sensitivity to cost.  
If people do not have to bear 
the cost of the services that 
they utilize, then they are 
more likely to use services 
than if they paid for the  
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services directly.  This in-
verse relationship is the hall-
mark of the insurance para-
digm, and explains why 
health plans require co-pays 
and deductibles.  However, 
for the uninsured population, 
there is also a clear and dra-
matic relationship between 
the amount uninsured people 
are required to contribute for 
health insurance and their ac-
ceptance of the coverage.62  
The low-income uninsured 
are much more likely to par-
ticipate in a no-cost coverage 
program, than one that re-
quires even modest premium 
sharing; in fact, participation 
markedly declines when the 
premium costs reach five per-
cent of personal income.63 

• Social stigma associated with 
public programs.  One of the 
fundamental problems with 
any type of social welfare 
program is the stigma associ-
ated with a program intended 
for the “poor and unem-
ployed.”  In many cases this 
stigma can result in people 
foregoing social support ser-
vices or accepting “charity” 
care.  For example, 37% of 
low-income parents do not 
want their children to be re-
garded as “Medicaid recipi-

ents.”64  The language and 
terms used to describe gov-
ernment programs may influ-
ence enrollment.  For exam-
ple, when Congress created 
the Children’s Health Insur-
ance Program, they did not 
call it Children’s Health In-
surance for the Needy.  In 
Maine, CHIP is called Cub 
Care, which sounds friendly 
and non-socioeconomic in 
nature.  In addition, the 
Maine legislature recently 
acted to change the name of 
the state’s Medicaid and Cub 
Care programs to MaineCare. 

• Expectations affect behav-
ior.65  As a group, U.S. citi-
zens do not want to pay any 
more than is absolutely nec-
essary to subsidize another’s 
health care services.  In con-
trast, on an individual basis, 
we want the best and most 
technologically advanced ser-
vices available for ourselves 
and our families, regardless 
of the cost.  This dichotomy 
suggests that we will not 
spend more money than we 
have to until we are person-
ally affected by the system, 
then we will do whatever is 
necessary, regardless of the 
cost. 
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In contrast to other types of 
insurance, health insurance 
has become nearly synony-
mous with access to services.  
While Americans do not ex-
pect their automobile insur-
ance to finance the fuel or 
other routine maintenance 
expenses, they expect their 
health insurance to largely 
cover all of their health care 
expenses, including preven-
tive care.  As the scope of 
health care interventions has 
expanded, so have our expec-
tations for insurance cover-
age. 
 
Two other firmly entrenched 
attitudes also need to be con-
sidered.  First, Americans 
want their own health care 
services promptly and locally 
available, and tend to be un-
willing to wait or travel very 
far.  Second, most Americans 
have a firmly held belief that 
employers have an obligation 
to provide health insurance 
coverage, again with minimal 
regard for the cost.  Many 
employees erroneously per-
ceive their employer-
sponsored health insurance 
as “free” or nearly so, if there 
is premium-sharing. 
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• Administrative burdens and 
governmental control.  On 
one hand, Americans are  
reluctant to accept undue 
governmental control over 
any aspect of their lives.  In 
fact, only 30% of the general 
public believed that the 
“government can be trusted 
to do the right thing” in the 
year 2000 as compared with 
76% in 1964.66  On the other 
hand, people who receive 
benefits such as Medicare 
and Medicaid want them seg-
regated and protected.  Until 
this debate is satisfactorily 
resolved, it will continue to 
block development of a na-
tional health insurance pro-
gram.   
 
Regarding administrative in-
efficiencies, generally, the 
simpler a system is, the easier 
it is to administer efficiently.  
Unfortunately, Maine’s health 
care providers face heavy 
burdens of expensive, dupli-
cative administrative require-
ments.67  A recent study 
showed that for every hour 
hospital emergency room 
staff spends caring for a typi-
cal Medicare patient, they 
spend an additional hour on 
paperwork, much of it neces-

sary to comply with the vast 
number of complex, uncoor-
dinated and sometimes dupli-
cative state and federal regu-
latory requirements.68  Gov-
ernment regulators must im-
prove communication and 
coordinate regulatory actions 
to avoid unnecessarily adding 
to health care system costs. 

• Prevention has not been ade-
quately addressed.  As a na-
tion, we have taken steps to 
facilitate preventive care.  For 
example, it is a national man-
date that school aged chil-
dren receive major vaccina-
tions before attending 
school, and most public wa-
ter supplies are treated with 
fluoride to help prevent den-
tal problems.  In many cases, 
states have legislatively man-
dated that insurance policies 
cover certain preventive 
screenings and services, such 
as mammography.  Even 
without legislative mandates, 
insurance companies now 
cover more preventive care 
than in the past, recognizing 
that it is more cost effective 
to pay for preventive care 
than to pay for an extended 
hospitalization for a major 
illness that was not promptly 
diagnosed and treated.   
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As individuals, however, we 
have much to learn about 
preventive care and personal 
responsibility.  At the na-
tional level, Secretary Tommy 
Thompson of the Depart-
ment of Health and Human 
Services stated that the inci-
dence of diabetes, a disease 
linked to 22% of the entire 
Medicare budget, could be 
reduced by up to 80% with 
appropriate diet and exer-
cise.69  Locally, Maine resi-
dents are arguably less 
healthy than other Americans 
because of higher smoking 
rates, lack of regular exercise 
and poor diet.70  These three 
major risk factors alone have 
made Maine the state with 
the fourth highest death rate 
due to four largely prevent-
able diseases: cardiovascular 
disease, cancer, chronic lung 
disease and diabetes.71  These 
four chronic diseases are re-
sponsible for 70% of the 
health care problems in 
Maine and primarily result 
from our own lifestyle 
choices.72 

12 



 

sight.75  Research has shown that 
not only has children’s Medicaid 
coverage been erroneously dis-
continued, but that 60% of par-
ents with Medicaid-eligible chil-
dren have tried to enroll in the 
program but did not succeed, 
usually because they found the 
process too difficult and compli-
cated.76  A New York study 
found that the majority of people 
disenrolled each year were eligi-
ble to continue enrollment, but 
simply failed to find their way 
through the mandatory recertifi-
cation process.77  Regrettably, 
many parents do not even try to 
enroll their families— about three 
out of five parents whose chil-
dren qualify for CHIP or Medi-
caid do not believe that they are 
eligible, with the unfortunate 
consequence that seven million 
children unnecessarily lack cover-
age.78 

 
There are at least three implica-
tions that can be drawn from 
these facts.  First, when assessing 
the number of uninsured chil-
dren in any given state, the num-
ber reported might not reflect 
the true number of children ineli-

gible for, or unwilling to accept, 
state insurance.  Second, when 
reassessing or redesigning Medi-
caid programs, states should first 
determine if persons recently 
dropped from the program are 
still eligible to receive benefits.  
Finally, these observations may 
indicate that one factor influenc-
ing the number of uninsured 
children is lack of information on 
which programs are available 
and/or the details of the eligibil-
ity requirements.   

 
On a more positive note, by Sep-
tember 2000, the CHIP program 
had provided health insurance 
for 3.3 million children.79  If 
every child eligible for a state’s 
Medicaid or CHIP program en-
rolled, the number of uninsured 
children would decrease by five 
million.80  The most recent 
Maine data shows that nearly 
10,000 children have been added 
to the expanded Medicaid and 
CHIP programs in the last two 
years, leaving just six percent of 
Maine’s children uninsured.81  
Maine’s rate of coverage for chil-
dren is the fourth highest in the 
nation, but that still leaves  

V.  Programs and Proposals 

1. Expanded Medicaid and the 
State Children’s Health  
Insurance Program (CHIP) 

 

In 1997, Congress enacted the 
Children’s Health Insurance Pro-
gram as Title XXI of the Social 
Security Act, and the Children’s 
Defense Fund began tracking the 
effectiveness of program imple-
mentation in all fifty states.  In 
July, 2000 the Children’s Defense 
Fund published its initial findings 
in the report All Over the Map:  A 
Progress Report on the State Chil-
dren’s Health Insurance Program 
(CHIP).  According to the report, 
almost two-thirds of the unin-
sured children in this country are 
eligible for either Medicaid or 
CHIP coverage.73  The report 
goes on to say that of the 12 mil-
lion currently uninsured children, 
2 million are eligible for CHIP, 
and 4 to 5 million more are eligi-
ble for Medicaid.74  This situation 
was discovered when state out-
reach workers found that for 
every child enrolled in CHIP, 
there was an additional child that 
could be enrolled in Medicaid, 
including many children who lost 
their Medicaid coverage through 
administrative error or over-
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approximately 18,000 uninsured  
children in our state.82  Notably, 
about 25% of children in work-
ing low-income families that are 
eligible for Maine’s CHIP pro-
gram, remain uninsured.83 

 
According to the U.S. Census 
Bureau, the foreign-born popula-
tion is less likely than the native 
population to be insured, so we 
should consider increasing our 
outreach and educational efforts 
to the foreign-born population 
eligible for state programs.84   
 
From a state policy perspective, 
the usage of federal CHIP money 
to help relieve state level funding 
problems is a simple and desir-
able method to provide health 
care coverage to children and 
their families.  (Please see Ap-
pendix A for a table summarizing 
the states’ coverage programs, 
including CHIP and Medicaid 
expansions.)  Although Maine’s 
outreach and enrollment efforts 
have been particularly successful, 
among the top ten states accord-
ing to this report, the report 
nonetheless offered several valu-
able recommendations that could 
be applied in our state:85 

• Expand financial eligibility 
for the CHIP and Medicaid 
programs— Connecticut, 

Missouri and Vermont have 
raised eligibility standards to 
300% of the federal poverty 
level, and raising the financial 
eligibility threshold from 
200% to 250% of the federal 
poverty level in Maine would 
provide coverage to approxi-
mately 2,000 more Maine 
children.87  Raising the eligi-
bility thresholds should be 
done slowly and carefully, 
however, with close analysis 
of the new participants be-
cause of the danger that rais-
ing eligibility thresholds too 
high could cause “crowd-
out,” whereby the program 
erodes the existing employer-
based system by encouraging 
substitution of private insur-
ance coverage with publicly 
subsidized coverage; 

• Further streamline the appli-
cation process, through such 
means as allowing families to 
self-declare eligibility infor-
mation because requiring 
proof of income through a 
state-administered process is 
assumed to pose a significant 
obstacle to participation;88 

• Track enrollees and monitor 
reasons for disenrollment, 
including administrative er-
rors and change of address, 
then act to correct any sys-

Closing the Gap  

temic shortcomings; 
• Intensify efforts to reach and 

enroll children in families 
with limited English profi-
ciency;  

• Increase provider payment 
rates to cover the cost of 
health care services; and 

• Recruit more participating 
providers to improve access 
to health care services.  

 
Medicaid under-reimbursement 
is a problem in Maine, and a re-
cent analysis recommended a re-
view of the rates.89  Also, Medi-
care pays Maine’s hospitals less 
than the cost of services pro-
vided, 88 cents on the dollar.  
Together, Medicare and Medicaid 
provide coverage to nearly one 
third of Maine’s population.90  
Government programs that do 
not cover the cost of services 
provided encourage cost-shifting 
to the private sector. 
 
2. Tax Incentives 
 

Tax incentives are often sug-
gested as an approach to increase 
the number of Americans with 
health insurance, particularly in 
light of the fact that 74% of our 
nation’s uninsured adults stated 
that they did not have health in-
surance because it was, “too ex-
pensive.”91 Tax incentives 
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at the state and/or federal level, 
could help uninsured workers af-
ford their share of an employer-
based health insurance benefit or 
purchase coverage on their own.  
In Maine, a 1998 legislatively cre-
ated Commission to study the 
effects of government regulation 
on health insurance costs for 
small Maine businesses recom-
mended consideration of tax in-
centive legislation that would 
lower employee health insurance 
costs, encourage small businesses 
to provide health insurance 
plans, and encourage employees 
to participate in their workplace 
coverage.92  Although the state 
has not yet acted on that recom-
mendation, tax reforms are po-
litically appealing, because it is 
easier to effect changes on a (tax) 
system that is already in place, 
rather than to budget for devel-
opment and implementation of 
an entirely new program.   
 
Careful structuring of tax-based 
subsidies would be critical to en-
sure participation by the low-
income uninsured without un-
duly assisting the higher income 
population that could have ac-
cess to coverage without the tax 
subsidy.  With this in mind, a 
search of federal health care re-
lated tax proposals revealed at 

least 23 different bills introduced 
during the last Congressional ses-
sion.  Each had advantages and 
disadvantages, as well as different 
target groups.  For a summary of 
six major federal bills, please see 
Appendix B.  Sixteen states also 
have some type of tax incentive 
program in place to increase ac-
cess as shown in Appendix A.   
 
Currently, there are four major 
tax based programs in effect.  
Each program targets a slightly 
different aspect of insurance cov-
erage and beneficiaries, as de-
scribed below.93 

• Tax Exclusion  Of the four 
current programs, tax exclu-
sion is by far the largest of 
the tax related subsidy pro-
grams.  This benefit allows 
employers to deduct the 
amount of health insurance 
contributions they make 
from their gross income cal-
culation when determining 
their annual tax liability. 

• Individual Health Expense 
Deductions  This program 
focuses on individuals and/
or families who incur exten-
sive medical expenses that 
are not covered by other 
medical insurance plans.  It 
allows a tax deduction for in-
dividuals or families for the 
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non-reimbursed medical ex-
penses.  This program, how-
ever, requires the taxpayer to 
itemize all of the expenses 
incurred, and only covers ex-
penses that exceed 7.5% of 
the household’s adjusted 
gross income. 

• Self-Employed Deduction  
People who are self-
employed may deduct 60% 
of their health insurance 
costs from their taxable in-
come, with the restriction 
that the deduction cannot ex-
ceed what was made in 
profit.  Recently enacted fed-
eral legislation gradually in-
creases this rate to 100% by 
2003. 

• Health Reimbursement Ac-
counts  These programs al-
low for benefits that come 
from flexible spending ac-
counts and various “cafeteria 
plans” to be excluded from 
both income and employ-
ment taxation. 

 
An analysis of any tax proposal 
must consider how a particular 
tax benefit generally affects indi-
viduals and businesses.  Three 
key concepts are important for 
this purpose. 
• Tax Deductions  Under a tax  

deduction paradigm, people  
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deduct an amount equal to 
the amount spent on a de-
ductible expense from their 
gross income.  Tax deduc-
tions influence which tax 
bracket an individual falls 
into, and how much tax is 
paid out at the end of the 
year.  Tax deductions, how-
ever, are regressive in nature.  
The more money that is 
earned, the greater the benefit 
becomes.  Conversely, such 
benefits have no affect on 
people who do not itemize or 
have no tax burden, and most 
uninsured fall into this cate-
gory.  It has been estimated 
that a tax deduction for non-
group health insurance pre-
miums would reduce the 
number of America’s unin-
sured by only about 
250,000.94 

• Tax Credits  In a tax credit 
system, a person applies a 
portion of incurred expenses 
towards the reduction of 
taxes owed.  This affects the 
amount of taxes paid, but not 
the gross income calcula-
tions.  Tax credits are simpler 
in design and easier to under-
stand, but are also ineffective 
for people who have little or 
no tax burden. 

 

 
Targeting businesses, rather 
than individuals, might be 
more effective tax credit for 
the purpose of expanding 
coverage.  A consensus pro-
posal set forth by Families 
USA and the Health Insur-
ance Association of America 
advocates non-refundable tax 
credits for businesses to en-
courage them to make cover-
age affordable for their low 
income workers.  This may 
be a new approach for ex-
panding coverage, but the 
business community will rec-
ognize its structure from the 
Work Opportunity Tax 
Credit (WOTC).  The 
WOTC provides a federal tax 
incentive for employers to 
hire individuals from eight 
target groups of individuals 
considered to be disadvan-
taged for employment pur-
poses.  

• Refundable Tax Credits  Re-
fundable tax credits effec-
tively reduce insurance pre-
mium costs, because the 
credits are used to reduce the 
person’s tax burden or are 
paid directly to the house-
hold if there is no tax liabil-
ity.  A similar approach, the 
Earned Income Tax Credit, 
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has successfully increased in-
come for many low-income 
workers.95  Of the three types 
of tax options currently avail-
able, this holds the most 
promise for reducing the 
number of uninsured people 
because approximately one-
third of the uninsured have 
no tax liability.96  It is also an 
appealing approach for peo-
ple who have an aversion to 
public assistance programs, 
because a refundable tax 
credit would assist them to 
obtain coverage by privately 
filing a tax return, rather than 
enrolling in any specific pub-
lic programs.  It has been es-
timated that a federal refund-
able tax credit that could be 
used for individual or em-
ployer-sponsored health in-
surance would decrease the 
uninsured population by 12.4 
million.97 

 
The individual market, how-
ever, presents special prob-
lems.  The credit is unlikely 
to be large enough to make 
individual coverage afford-
able, given the rapidly rising 
rates in the market.  In 
Maine, the Commissioner of 
Professional and Financial 
Regulation noted that about  
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32,000 people now have indi-
vidual policies, but predicted 
that, under the current  
system, Maine’s individual 
insurance market will col-
lapse by the year 2010.98  
Commissioner Longley ex-
plained that Maine law limits 
the types of policies insurers 
can write in Maine and the 
discounts they may offer.99  
As a result, some carriers left 
the market, while the remain-
ing ones increased rates so 
high that some young healthy 
individuals choose to be un-
insured, causing the individ-
ual insurance market popula-
tion to be dominated by 
older sicker people.100  In ad-
dition, with fewer insurers to 
choose from, consumers may 
have much less bargaining 
power.101  One proposal to 
address this is to require that 
tax credits for use in the indi-
vidual market be linked with 
a limited number of purchas-
ing pools to keep all those 
subsidized in a single risk 
pool with community rating, 
achieve some administrative 
efficiencies and create bar-
gaining power.102  If the tax 
credits were available only 
through these pools, it would 
also help assure that the 

pools would be large enough 
to realize their potential.103 

President Bush, and many legisla-
tors, have expressed support for 
refundable tax credits for the 
purchase of health insurance.104  
In Maine, the Governor’s Blue 
Ribbon Commission on Health 
Care recommended “favorable 
state tax treatment of health care 
premiums paid by individuals.”105  
A refundable tax credit would do 
just that. 
 
3. A Selection of National  

Organizations’ Proposals 
 

Many national organizations and 
health care provider associations 
have joined in the effort to ex-
pand coverage, and summaries of 
eight major proposals are set 
forth in Appendix C. 
 
The American Hospital Associa-
tion’s (AHA) plan, Incremental 
Solutions for Improving and In-
creasing Health Coverage for the 
Uninsured, is a comprehensive 
private sector proposal.  The 
AHA’s plan targets all of the 
population groups that are in 
need of health care coverage: 
low-income children and their 
families, high risk individuals, self 
employed individuals, and em-
ployees in small firms that are 

Closing the Gap  

unable to sponsor health bene-
fits.  Highlights of the AHA pro-
posal include the following incre-
mental expansions.   
 
AHA proposes that state govern-
ments expand their Medicaid and 
CHIP eligibility requirements to 
cover people now categorically 
ineligible, single and childless 
adults.  In Maine, there are an es-
timated 20,871 such people with 
income below 125% of the fed-
eral poverty level.107  The Maine 
legislature recently acted to pro-
vide coverage to about 16,000 of 
those adults, those whose in-
comes are at or below 100% of 
the federal poverty level.108  To 
further assist the working non-
categorically eligible population, 
AHA proposes a refundable tax 
credit to all low income individu-
als and families who have in-
comes up to 300% of poverty 
level as well as tax credits to 
small businesses as an incentive 
to providing insurance coverage 
plans.   
 
To increase affordability for 
small employers, AHA suggests 
developing small employer pur-
chasing cooperatives, seeded by 
federally provided start-up fund-
ing, and giving small employers 
the opportunity to purchase the  
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same policies that are available to 
federal workers.  At least ten  
states have already developed 
reasonably successful group pur-
chasing pools that allow small 
businesses to jointly purchase 
health insurance.109  Insurance 
pools have several advantages.  
First, increased numbers of par-
ticipants helps lower the pre-
mium costs to all (group versus 
individual rates).  Second, it de-
creases the risk of adverse selec-
tion.  Third, it allows groups that 
otherwise could not either afford 
coverage or provide coverage for 
employees to gain health insur-
ance.  Finally, it allows for the 
cost of health care to be shared 
by all parties involved.  

 
The AHA proposal also protects 
high risk individuals with greater 
health care needs by calling for 
federal grants to states to create 
high-risk pools that would pro-
vide those individuals with access 
to affordable insurance.  To pro-
tect the near-elderly, AHA sug-
gests extending the applicable 
provisions of the federal Consoli-
dated Omnibus Budget Recon-
ciliation Act to uninsured indi-
viduals between the ages of 55 
and 65 years old, which would 
allow them to purchase health 
coverage at group rates. 

The AHA program is designed to 
be funded from three different 
sources: the current federal 
budget surplus, the establishment 
of a cap on employer health in-
surance tax exclusion and redi-
recting those funds into the pro-
gram, and the investment of state 
tobacco settlement proceeds into 
the states health coverage access 
programs. 
             
AHA’s proposal balances social 
needs and economic constraints.  
By providing tax benefits to both 
employers and employees, more 
uninsured people would have ac-
cess to health coverage, while re-
quiring little in the way of admin-
istrative restructuring.  One of 
the AHA proposal’s strengths is 
the incremental manner in which 
they propose to enact their plan, 
because experience has shown 
that in health care, incremental 
changes tend to be more politi-
cally viable than dramatic com-
prehensive changes.  Also, while 
taking small steps, there is time 
for adjusting to the new aspects 
of a program while at the same 
time providing an opportunity to 
ascertain the relative effective-
ness of each step. 
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4. Select State Initiatives 
 

Most states have begun enacting 
various programs or legislative 
policies aimed at helping their 
uninsured access health insur-
ance.  While CHIP and Medicaid 
expansion programs are the most 
pervasive and successful cover-
age solutions being utilized by 
the states, there are still a signifi-
cant number of uninsured people 
in this country.  This segment ex-
amines several state programs to 
help their uninsured, each offer-
ing a slightly different approach 
to creating new incentives and 
modes of access for their citi-
zens.  
 
Washington Basic Health 
Plan110 
 
The Washington Basic Health 
Plan is a state health insurance 
program that began in 1987 as 
part of a health care reform ini-
tiative.  At the end of 1999, the 
state programs had an enrollment 
level of 214,493 residents.  This 
program is available to all Wash-
ington residents who meet in-
come guidelines, who are not eli-
gible for Medicaid and who are 
not institutionalized at the time 
of enrollment.  Funding for this 
program is provided in part by 
state premium subsidies, and in  
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part by member premiums.   
 
Members pay sliding scale premi-
ums based on income, age, fam-
ily size and the choice of health 
care plans as well as nominal co-
payments.  Currently, members 
pay as little as $10.00 per month.   
 
Benefits are provided through 
nine private health plans that 
have contracted with the state 
program.  There are three main 
categories of benefits available to 
qualified members as described 
below. 
• Basic Health.  This is the ba-

sic plan for qualified adults.  
Benefits include hospitaliza-
tions, provider visits, emer-
gency services, prescriptions, 
and other services.  Basic 
Health members have to pay 
premiums and co-pays, so 
they will tend to be more 
cost sensitive.  The programs 
are jointly administered with 
Medicaid, reducing the po-
tential administration costs of 
setting up entirely separate 
programs. 

• Basic Health Plus.  This plan 
is a coordinated effort be-
tween Basic Health and 
Medicaid to sponsor health 
care coverage to children 18 

years of age or younger.  
Families with children who 
qualify for Basic Health auto-
matically qualify for this pro-
gram, with no premiums or 
co-payments.  This compre-
hensive coverage for children 
adds dental care, vision ser-
vices, physical therapy and 
more to the Basic Health 
benefits.   

• Maternity Benefits.  Basic 
Health enrollees who have 
met qualification criteria as 
set forth by the Department 
of Social and Health Services 
receive free maternity care.  
This program is also a joint 
effort between Basic Health 
and Medicaid. 

 
Washington’s program benefits 
both individuals and employers.  
State-based employers may use 
this program for their employees 
who meet the eligibility require-
ments.  If employers choose to 
participate, they must pay a mini-
mum monthly rate of $45.00 per 
full-time employee and $25.00 
per part-time employee.   
 
The Health Care Authority spe-
cifically states that this program 
is not welfare, but an alternative 
health care program for low-
income working families, people 
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who are unable to receive cover-
age through their employers, or 
for people/families who may not 
be able to pay the cost of pur-
chasing insurance on their own.  
This element helps to eliminate 
the stigma of receiving “welfare.”  
In fact, Washington permits 
families to choose between Medi-
caid and the Basic Health Plan 
and has found that many choose 
the Basic Health Plan, despite the 
mandatory financial contribution 
and less comprehensive bene-
fits.111 

 
Oregon Family Health Insur-
ance Assistance Program112 
 
The Family Health Insurance As-
sistance Program (FHIAP) is part 
of the Oregon Health Plan, and 
currently provides health insur-
ance premium subsidies to 4,648 
low-income working Oregon 
residents.  Enrollment is capped 
according to available funding.  
As of September 24, 2001, 608 
additional individuals had been 
approved to be enrolled in the 
program, 61 applications were 
under review and over 18,000 
people on the waiting list for an 
application.   
 
Established in 1997, FHIAP is a 
state paid subsidy program that is  
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designed to offset the cost of pri-
vate insurance premiums.  This 
program is administratively sim-
ple because the enrollee obtains 
the insurance  
coverage, with the state only then 
providing a subsidy to offset part 
of the cost.  It also has the ad-
vantage of utilizing the existing 
private insurance industry, result-
ing in potential cost savings over 
setting up a separate system. 
 
Qualified individuals and families 
purchase insurance either on 
their own or through their em-
ployer.  The design of this pro-
gram allows individuals and fami-
lies to choose the program that 
best suits their needs, although 
employed persons must use their 
employer-sponsored coverage 
when available.  To qualify, the 
prospective member must not 
have had insurance coverage for 
at least six months, meet speci-
fied income criteria, be ineligible 
for Medicaid and own no more 
than $10,000 in investments, in-
cluding cash, checking and sav-
ings accounts, but excluding In-
dividual Retirement Accounts, 
cars and a home. 
 
The state pays for a portion of 
the monthly insurance premium, 
while the enrollee finances the 

remaining portion.  Individuals 
and families must be enrolled in a 
group plan or have individual in-
surance coverage to receive the 
subsidy.  In addition, this pro-
gram applies to all insurance car-
rier plans, whether individually 
purchased or employer-
sponsored.   
 
This subsidy program does not 
compensate for the premium dif-
ference between the cost of 
group plans and the cost of indi-
vidual plans.  Under this plan the 
person who is able to take advan-
tage of employer sponsored 
group coverage will, dollar for 
dollar, receive more benefit than 
the individual insurance pur-
chaser. 

 
FHIAP is available to both indi-
viduals and employers.  This has 
the advantage of providing small 
firms with the ability to sponsor 
health insurance where they may 
not have otherwise been able to 
offer that benefit to their em-
ployees.   
 
Wisconsin BadgerCare113 
 
BadgerCare extends a Medicaid 
managed care plan to uninsured 
families with incomes at 185% of 
federal poverty level or less, with 
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families at or below 150% paying 
no premiums for access to insur-
ance.  Individuals without chil-
dren are ineligible.  BadgerCare 
became operational in July 1999 
and is funded through a combi-
nation of state funds and federal 
CHIP money.  State residents are 
not eligible for BadgerCare if 
they have had insurance coverage 
during the previous three months 
unless the coverage was lost for 
“good cause,” if they are eligible 
for Medicaid, or if any other type 
of health insurance currently cov-
ers the family, including em-
ployer sponsored plans as long as 
the employer pays at least 80% of 
the premium.  Once enrolled, 
beneficiaries remain covered if 
they earn up to 200% of poverty 
level, and children remain cov-
ered up to age 19. 
            
BadgerCare covers all of the 
same services offered by Medi-
caid.  Members may have to pay 
a nominal co-pay on some ser-
vices (such as prescriptions, den-
tal, physician office visits, etc.), 
but this amount is never more 
than $3.00 and as little as $0.50.  
In order to have benefits covered 
by BadgerCare, a Medicaid certi-
fied provider must render ser-
vices.  The program began in 
1999, and as of August 2001,  
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BadgerCare had enrolled a total 
of 87,372 people (24,792 chil-
dren, 2,731 low-income teenagers 
and 59,849 adults).  BadgerCare 
may also provide health care cov-
erage to families through their 
employer’s health insurance plan 
under the Health Insurance Pre-
mium Payment program.  This 
option, however, requires that 
the state costs for paying the em-
ployee share of the premium plus 
the coinsurance and deductibles, 
must be less than the cost of 
Medicaid health maintenance or-
ganization coverage for the  
family.  
 
MinnesotaCare114 
 
Minnesota has the second lowest 
rate of uninsured residents in the 
country.115  One reason for that 
is MinnesotaCare, a state subsi-
dized managed care program that 
has been in operation since 1992.  
This program is available to fami-
lies with children who are at or 
below 275% of the federal pov-
erty level; single adults and cou-
ples up to 175%; and to pregnant 
women and children up to 275% 
of the federal poverty level.  In 
addition to meeting income 
guidelines, prospective recipients 
cannot receive benefits if they are 
covered by Medicaid, have had 

health insurance coverage during 
the previous four months, or 
have current access to employer-
sponsored health insurance 
where the employer pays at least 
50% of the cost. 

 
Funding for MinnesotaCare 
comes from a variety of sources, 
including a 2% tax on health care 
providers, enrollee monthly pre-
miums (based on income and 
family size), state revenues and 
from matching federal funds and 
programs (such as CHIP).  Also, 
all non-pregnant adults are re-
quired to pay a 10% co-pay (up 
to $1,000 per health plan per 
adult or $3,000 per plan per fam-
ily) for services.   

 
Benefits include many health ser-
vices such as physician and hos-
pital services, chiropractic ser-
vices, mental health services, 
chemical dependency services, 
transportation to medical ap-
pointments, vision care, dental 
care for people up to age 21, in-
cluding orthodontia, pregnancy 
and neonatal care, hospice care, 
most prescription drugs, and 
medical supplies.  

 
As of June 2001, MinnesotaCare 
had enrolled 136,532 persons 
(45,028 adults with children, 
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25,137 adults without children 
and 66,367 children).  One rea-
son for such profound success 
has been the extensive commu-
nity-based outreach program.  
Every county has some form of 
community program that is de-
signed to provide information 
about various options and eligi-
bility requirements to the general 
public.  Every community pro-
gram has mechanisms in place to 
identify people who may qualify 
for MinnesotaCare.  Finally, all of 
the public, most of the private 
schools, and all hospitals provide 
informational services to all new 
students or patients.  
             
One concern with this program 
is that it may give businesses cur-
rently covering more than 50% 
of the premium cost incentive to 
fund less, and pass on more of 
the cost to the employees 
through the state program.  This 
does not appear to be the case in 
Minnesota, however, possibly be-
cause of the heightened level of 
community involvement. 
 
New York’s Health Care Re-
form Act 2000 (HCRA)116 

 
New York’s Health Care Reform 
Act 2000 is an extension of their 
1996 Health Care Reform  
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Program.  This plan targets two 
groups: those individuals and 
families who cannot afford 
health insurance on their own, 
and small businesses that are un-
able to sponsor health benefits.  
The HCRA is a subsidy-based 
program combined with several 
legislative enactments regulating 
health care services and insur-
ance benefits packages.   

 
Under this program, the state will 
reimburse associated health 
maintenance organizations 
(HMOs) for individual claims be-
tween $30,000 and $100,000, 
while requiring the HMO to 
cover the costs above and below 
these figures.  Notably, these 
health plans are exempt from 
certain state-mandated benefits.  
HCRA will also provide state 
subsidies to qualified businesses 
of 50 employees or fewer to help 
defray the cost of insurance pre-
miums.  Through the New York 
State Small Business Health In-
surance Partnership Program, the 
state assists eligible employers 
purchase small group health in-
surance policies for their full-
time employees and dependents.  
Benefits in both of these pro-
grams include inpatient and out-
patient physician and hospital 
services, maternity and family 

care and a prescription drug plan.   
 
In addition to providing financial 
assistance to individuals and 
businesses HCRA, through the 
Family Health Plus Program, ex-
pands a previous child-based ini-
tiative to the parents of children 
who are eligible for this subsi-
dized health care, so that the par-
ents can receive the same bene-
fits.  This effectively expands 
Medicaid benefits for families be-
low 150% of the federal poverty 
level, and for individuals up to 
100% of the poverty level.  The 
Children’s Health Plan, since 
1996, has grown from an enroll-
ment of 125,000 to more than 
415,000 children.  With the 
changes to the HCRA and the 
various other new implementa-
tions to the Medicaid and state 
sponsored initiatives, New 
York’s plan has provided health 
care coverage to nearly one mil-
lion residents.  Also, in an at-
tempt to support access to unin-
sured people who may not qual-
ify for any of these new pro-
grams, New York has allocated 
$765 million annually to be pro-
vided directly to various state 
hospitals to support indigent 
care. 
 
One unique aspect of the HCRA 
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is its funding structure.  In addi-
tion to the usual combination of 
federal and state funds that help 
support this program, New York 
receives additional funds from 
other sources.  First, there is a 
high tax on tobacco products 
(currently $1.11 per pack of ciga-
rettes) that, combined with the 
Tobacco Settlement monies, sup-
ports the state’s Tobacco Preven-
tion Program and the HCRA.  
Additional funding comes from 
the county governments that 
must pay for a part of the Medi-
caid costs connected with pro-
viding coverage to Medicaid eligi-
ble people in their particular 
county.  
 
Maryland Health Improve-
ment Plan 2000-2010 (Draft)117 

 
Similar to Maine, Maryland has 
an uninsured rate of 11.8%, and 
two-thirds of their uninsured are 
employed.118  Recognizing that 
those without coverage are more 
likely to be unable to obtain 
needed health care and/or forgo 
necessary care or prescriptions, 
the state of Maryland has for-
mally set the goal of providing 
access to health care for all state 
residents by the year 2010.  Ac-
cording to the draft plan, the 
state will legislatively create a  
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Task Group to develop a method 
to accurately assess and monitor 
the health coverage needs of 
Maryland residents by 2002.  By 
2006, Maryland will design a 
model plan to improve access 
and utilization of health care ser-
vices based on the findings of the 
Task Group.  By 2010, the state 
will implement the model plan to 
provide affordable access to 
health care for all Maryland resi-
dents.  
 
Massachusetts: MassHealth 
Programs119 

 
The Massachusetts state govern-
ment designed the MassHealth 
Family Assistance Program 
(MFAP) to reduce barriers to 
health insurance coverage for 
both employers and employees.  
The program is financed with 
state and federal funds, and has 
two components.  The first is the 
Premium Assistance Program 
that offers subsidies to help low-
wage workers (up to 200% of the 
federal poverty level) pay their 
share of the employer-based 
health insurance plans.  The em-
ployees’ share of the premium is 
capped at up to $25 per month 
per childless adult, or $10 per 
child up to $30 per month, and 
the state pays the rest.120  There 

is an additional benefit for par-
ticipating employees in that the 
state provides them with the 
same level of benefits as the 
Medicaid program, which covers 
far more services than private in-
surance products. 
 
The second component is the In-
surance Partnership that offers 
subsidies to small businesses, in-
cluding the self-employed, that 
sponsor health plans that meet 
minimum benefits standards.121  
Businesses are eligible for the 
subsidy if they employ 50 or 
fewer full-time workers, offer 
comprehensive health insurance, 
and contribute at least 50% of 
the premium.  The state reim-
burses qualified companies $33 
per month per individual plan, 
and up to $83 per month per 
family plan.122   The state pays the 
total amount of the Insurance 
Partnership payment to the 
health insurance intermediary or 
directly to the employer. 
 
The program’s success can be 
shown in the dramatic decline in 
the state’s uninsured rate.  Before 
MFAP’s implementation, the 
overall rate of the uninsured in 
Massachusetts was 11.4%.  In the 
spring of 2000, it was just 
8.1%.123  Specifically, as of Sep-
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tember 2000, the Premium Assis-
tance Program subsidized ap-
proximately 12,000 employees 
and the Insurance Partnership 
subsidized approximately 1,620 
employers.124  The state attrib-
utes the program’s success to 
outreach and marketing efforts, 
simplifying and automating its 
eligibility and enrollment sys-
tems, and comprehensive train-
ing of staff.125  Generally, the 
simplified eligibility determina-
tion process allows applications 
to be processed within 3-5 days.  
Their successful outreach efforts 
have the additional benefit of 
making Massachusetts the sec-
ond best among all states in its 
average monthly progress in en-
rolling eligible children for health 
insurance coverage under the 
CHIP and Medicaid programs. 

 
Prior to implementing the dem-
onstration project, the state be-
gan referring to its seven health 
insurance programs as sub-types 
of MassHealth coverage, rather 
than expanded Medicaid or 
CHIP programs.126  This rela-
tively small administrative step 
works to minimize the stigma as-
sociated with state assistance 
programs.  The MassHealth 
member card looks very much  
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like a commercial carrier’s card, 
which further blurs the distinc-
tion between public and private 
sector health coverage programs.  
In addition, the MFAP materials 
clearly state that the program is 
not a health insurance plan, but a 
program that helps pay for em-
ployer-based coverage. 

 
There is no requirement that 
MFAP’s enrollees be uninsured 
or that employers be offering 
health insurance benefits for the 
first time.  Although most pro-
grams have such requirements to 
avoid crowd-out, approximately 
60% of the participating employ-
ers in Massachusetts did not pre-
viously offer health insurance 
coverage.127  It appears that the 
MFAP subsidy may provide suf-
ficient assistance for employers 
to begin offering health coverage, 
and assist employers, who might 
otherwise stop offering the bene-
fit due to increasing premium 
rates, to continue sponsoring 
health insurance for their em-
ployees.128  
 
Eligibility for MassHealth Family 
Assistance is income-based, 
rather than being tied to parental 
status.  Although such a program 
requires a Medicaid Section 1115 
waiver, it allows the program to 

reach single adults and childless 
couples.  The state recently an-
nounced its plans to request fed-
eral approval for a three year ex-
tension of its original 1115 Dem-
onstration Project that allows for 
the successful operation of Mass-
Health Program. 
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VI.  Conclusion 

Approximately 150,441 Maine 
citizens have higher rates of mor-
bidity and mortality than their 
neighbors just because they do 
not have health insurance cover-
age.129  This is tragic and abso-
lutely unacceptable.  We can, and 
we must, do better.  Maine’s hos-
pitals believe that this national 
problem would best be resolved 
with a national solution whereby 
this country ensures that every 
citizen has health insurance cov-
erage as a right of citizenship.  
Unless or until our country is 
ready to accept this responsibil-
ity, however, we believe the most 
politically viable solution lies in 
taking carefully calculated incre-
mental steps toward our goal of 
universal coverage.   

 
We would begin by building on 
existing structures in the public 
and private sectors: Medicaid, 
CHIP, and the employer-based 
health insurance system.  Our 
first priority would be to enroll 
all of those currently eligible for 
government assistance or em-
ployer-sponsored health insur-
ance.  We would continually 
work to improve the outreach 

efforts for government pro-
grams, remembering that 75% of 
the parents of uninsured children 
eligible for Medicaid are em-
ployed.130 

 
Our second priority would be to 
provide coverage for the unem-
ployed uninsured who are least 
able to afford it, and the most 
effective way to do that is to ex-
pand publicly provided insur-
ance.131  We believe that a major 
factor contributing to the recent 
decreased number of uninsured 
are some states’ successful efforts 
to cover families in expanded 
Medicaid programs as well as the 
federally sponsored Children’s 
Health Insurance Program.  
Maine, in particular, has been a 
leader in such expansion of ac-
cess through the Medicaid and 
CHIP programs.  However, fur-
ther expansions, or even sustain-
ing these programs at their cur-
rent levels, requires significant 
state and federal funding that 
may be harder to find as the sur-
pluses of recent years are turning 
into deficits.  This is especially 
true in Maine, where the $6,888 
per enrollee annual costs in the 

Medicaid program is so much 
higher than the rest of the nation, 
making Medicaid the second 
largest component of the state 
budget.132 

 
If the funding is available, how-
ever, maintaining and expanding 
the public programs is a reasona-
bly efficient method of increasing 
coverage.  The Medicaid and 
CHIP programs already serve 
nearly 40 million people, and 
consequently already have the 
necessary provider contracts, the 
administrative infrastructure to 
determine eligibility and provider 
enrollment, as well as an estab-
lished method for obtaining fed-
eral matching funds.133  In addi-
tion, the Maine Medicaid pro-
gram has low administrative 
costs of approximately 5%, con-
trasted with private insurers aver-
age administrative costs of about 
15%.134  Still, funding expansion 
will always be difficult.  It is criti-
cally important to maximize use 
of federal funds to ease the bur-
den on our state’s budget, be-
cause expansion of coverage is an 
expensive undertaking.  We 
should also keep in mind that the 
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federal match for our CHIP pro-
gram is 1:3, but it is 1:2 for our 
Medicaid program.135  Invest-
ment of public money, both state 
and federal, is absolutely neces-
sary.  The Secretary of the De-
partment of Health and Human 
Services, Tommy Thompson, has 
often emphasized the need to in-
vest in services for low-income 
people, as he stated at his confir-
mation hearing, “For welfare re-
form to be successful, you have 
to make an investment up front; 
it cannot be done on the 
cheap.”136  Fortunately, Congress 
recently passed a budget resolu-
tion that would earmark funds 
for the uninsured.  The resolu-
tion is for fiscal year 2002, and 
provides a $28 billion reserve 
fund over ten years to cover 
costs of legislation that would 
provide coverage to the unin-
sured.  Unfortunately, the resolu-
tion states the money will be 
available only so long as a surplus 
continues to exist, so the future 
availability of that funding is not 
assured.137 

 
Next, remembering that 71% of 
Maine’s uninsured are employed, 
we must assist both employers 
and employees to purchase 
health insurance.  The low in-
come workers face a triple threat: 

they are less likely to be offered 
employer-based coverage; they 
have to pay considerably for cov-
erage when their employers do 
offer it; and they have the least 
amount of discretionary income 
available to pay for coverage.138  
However, enrolling all of the un-
insured persons with access to 
employer-based health insurance 
would shrink the ranks of our 
nation’s uninsured more than any 
other incremental expansions 
that have been tried or are being 
considered.139 

 
In summary, we should begin by 
facilitating enrollment of the un-
insured in any access option cur-
rently available to them.  We also 
need to expand public programs 
to help those unable to help 
themselves, assist those working 
uninsured who need assistance to 
participate in their employer’s 
plan, and help small businesses 
gain easier access to affordable 
insurance plans.  We believe 
those objectives are achievable 
through the following actions: 
• Advocate that the state apply 

for the necessary federal 
waivers to set up a program 
modeled after MassHealth 
that would subsidize certain 
low-wage workers’ share of 
eligible employer-based 
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health insurance plans, and 
offer subsidies to small busi-
nesses to help pay for health 
insurance premiums of low-
wage workers; 

• Encourage the creation of 
purchasing cooperatives for 
small businesses to obtain 
coverage plans for their em-
ployees; 

• Support refundable tax cred-
its for monies spent on 
health insurance coverage; 

• Expand coverage for the un-
employed uninsured by rais-
ing eligibility income levels of 
state programs;  

• Further streamline the appli-
cation process for Medicaid 
and the Children’s Health In-
surance Program, including 
allowing families to self-
declare eligibility information; 

• Encourage the state to track 
enrollees and monitor rea-
sons for disenrollment, in-
cluding administrative errors 
and change of address, then 
act to correct any systemic 
shortcomings; 

• Intensify efforts to reach and 
enroll children in families 
with limited English profi-
ciency in our state programs; 

• Recruit more participating 
providers to improve access  
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to health care services, espe-
cially in areas of limited re-
sources such as dental ser-
vices; 

• Make government program 
payment rates to providers 
comparable to the commer-
cial market to eliminate cost 
shifting; and 

• Educate policy-makers and 
the general public about the 
importance of health insur-
ance and preventive care. 

 
Taking any of one of these steps 
alone will not maximize access 
expansion, because different 
groups of uninsured and under-
insured have different needs.  
However, in the absence of a na-
tional solution, we believe that 
this multi-pronged approach will 
provide coverage to the maxi-
mum number of people, thereby 
improving the health of Maine’s 
people because while coverage 
alone does not ensure good 
health, the absence of coverage is 
a major contributor to poor 
health.   
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APPENDIX A 
 

State Coverage Matrix 

State Medicaid  State Children’s Health  
Insurance Program 

 

 
Section 

1115 
Section 

1931 HIPP TMA  SCIP 
Program 

Employer 
Buy-In 

Section 
1115 

Full Cost 
Buy-In  Coverage 

Program 
High-Risk 

Pool 
Tax  

Incentives 
Alabama      *      *  

Alaska  *    *      *  

Arizona * *  *  *        

Arkansas * *    *      *  

California  *  *  *      * * 

Colorado      *      * * 

Connecticut  *  *  *   *   *  

Delaware *   *  *       * 

District of Columbia  *    *        

Florida  *    *   *   *  

Georgia      *       * 

Hawaii *     *        

Idaho      *      * * 

Illinois      *     * * * 

Indiana      *      *  

Iowa  * *   *      * * 

Kansas  *    *      * * 

Kentucky      *      *  

Louisiana      *      *  

Maine  *    *       * 

Maryland  *    * *       

Massachusetts *     * *    *   

Michigan      *        

Minnesota * *    *  *   * *  

Mississippi      * *     *  

Missouri *  *   *      * * 

Montana  *    *      *  

Nebraska  *  *  *      *  

Nevada  *    *        

New Hampshire  *    *        

New Jersey  *  *  * * *     * 

New Mexico * *    *      * * 

New York * *    *   *     

North Carolina    *  *   *    * 

North Dakota  *    *      *  

Ohio  *    *        

Oklahoma  *    *      *  

Oregon * *    *     * *  

Pennsylvania  * *   *        

Rhode Island * *  *  *  *   *   

South Carolina  *  *  *      *  

South Dakota      *        

Tennessee *   *  *        

Texas   * *  *      *  

Utah    *  *      * * 

Vermont * *  *  *        

Virginia   *   * *       

Washington  *    *     * *  

West Virginia      *        

Wisconsin * * *   * * *    * * 

Wyoming  *    *      *  

All States 14 30 6 13  51 6 4 4  6 29 15 

State-Only 

Molinari, Sarah, State Coverage Matrix, October 30, 2001, Academy for Health Services Research and Health Policy.   
Available at:  www.statecoverage.net/matrix.htm 
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1See Section III of this analysis for definitions of many of the terms used in the Overview and in the Side-by-Side table. 
 

2Internal Revenue Code section 213. 
 

3Internal Revenue Code section 106. 
 

4Internal Revenue Code section 105. 
 

5The self-employed health deduction also applies to qualified long-term care insurance premiums treated as medical care for purposes of the 
itemized deduction for medical expenses. 
 

6For tax years beginning on or before December 31, 1998, the applicable percentage for calendar year 1999 is 45 percent. For tax years beginning 
after December 31, 1998, the applicable percentages are as indicated. Internal Revenue Code section 162(l)(1). 
 

7Internal Revenue Code section 162(l)(3). 
 

8Internal Revenue Code section 162(a); Treasury Regulation section 1.162-10. 
 

9The Johnson bill is second because it shares an almost identical above-the-line deduction with H.R. 2488, and because it serves as a bridge to the 
other plans that have tax credit provisions like it does. The Stark and Armey proposals are next because they both have refundable tax credits that 
are advance payable. The McDermott and Shadegg plans follow because they each propose refundable tax credits that are not advance-payable. 
 

10In the description of its plan, the ACP-ASIM materials indicate that Congress "should consider making coverage available to all Americans with 
income within 200 percent of poverty. This could be accomplished by enacting the proposals in this plan and expanding the refundable tax credits 
to all individuals within 200 percent of poverty." 
 

11The analysis of the provisions of the HIAA InsureUSA Initiative is based on an outline of the plan presented in the testimony of HIAA President, 
Charles N. Kahn, 111, before the House Committee on Ways and Means, June 16, 1999, and on fact sheets obtained from the InsureUSA Initiative 
web site at www.insureusa.org. 
 

12The bill also includes provisions to expand the availability and the value of current law MSAs. 
 

13The deduction applies only to health insurance for medical care (i.e., it does not apply to non-insurance medical expenses themselves). Another 
provision of the bill provides a similar deduction for qualified long-term care insurance expenses. The bill also allows qualified long-term care 
insurance to be offered under a cafeteria plan or a flexible spending account. 
 

14Rep. Johnson also proposes a similar deduction for long-term care insurance costs. 
 

15The credit could be used with an MSA. 
 

16Employer payments to a medical savings account of the employee or the employee's spouse also are excluded. 
 

17These amounts are adjusted annually for inflation in health plan costs. 
18These amounts are adjusted annually for changes in the Consumer Price Index. 
 

19 Adjusted annually for changes in the Consumer Price Index. 
 

20 Employers may take into account (on an actuarial basis) the age, sex, and geography of the employee and similarly situated beneficiaries in 
determining such payments. 
 

21In determining whether the 50-percent threshold is met, all health plans of the employer in which the employee participates are treated as a single 
plan. If the employer pays for less than 50 percent of the cost of all health plans in which the individual participates, the deduction is available only 
with respect to individual plans for which the employer subsidy is less than 50 percent. 
Any amount excludable from the gross income of the employee under the exclusion for employer-provided health coverage is treated as paid or 
incurred by the employer. So, for example, health insurance purchased by an employee through a cafeteria plan with salary reduction amounts is 
considered to be paid for by the employer. Excludable employer contributions to a health flexible spending arrangement or medical savings account 
(including salary reduction contributions) are also considered amounts paid by the employer for health insurance that constitutes medical care. 
Salary reduction contributions are not considered to be amounts paid by the employee. 
 

22So, for example, the deduction is not available with respect to Medigap coverage (private insurance for medical expenses not covered by Medicare) 
because such coverage is provided to individuals enrolled in Medicare. 
 

23So, for example, the credit is not available with respect to Medigap coverage (private insurance for medical expenses not covered by Medicare) 
because such coverage is provided to individuals enrolled in Medicare. 
24See Endnote 24. 
 

25See Endnote 24. 
 

26See Endnote 24. 
 

27Or covered under a health plan of an employer of the employee's spouse. 
 

28The credit is not available for amounts paid for Medicare Part B or Medicare supplemental insurance. 

 
 
This information was reprinted with permission of the Henry J. Kaiser Foundation of Menlo Park, California.  The Kaiser Family Foundation is an independent health 
care philanthropy and is not associated with Kaiser Permanente or Kaiser Industries. Weiss, Randall and Mark Garay, Recent Tax Proposals to Increase Health Insurance 
Coverage, p. 7-15, January 2000, The Henry J. Kaiser Family Foundation. Available at: kff.org/content/2000/1563/sidebyside.pdf [April 1, 2001]. 

IV. ENDNOTES FOR APPENDIX B 
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Endnotes for Appendix B continued  

28The credit is not available for amounts paid for Medicare Part B or Medicare supplemental insurance. 
 

29Insurance purchases taken into account for the credit could not also be used for purposes of the itemized medical deduction or for the 
self-employed health insurance deduction. 
 

30The highest deductible limit allowable for such plans is $2,250 ($4,500 for family coverage) and the highest out-of-pocket expense allowable is 
$3,000 ($4,500 for family coverage). Internal Revenue Code section 220(c)(2)(A). 
 

31This applies to individuals who have been continuously insured for one year under otherwise qualified health insurance, Medicare, Medicaid, 
FEHBP, CHAMPUS, VA, or Indian Health Service programs. 
 

32According to the statutory language, "Although Congress intends that the credit be permanent, providing that the credit be extended in 2-year 
intervals insures proper oversight. During the oversight and extension process, the credit should be adjusted to maintain tax equity with the average 
tax subsidy received by those in an employer-provided group health plan and ensure the ability to purchase at least catastrophic health coverage." 
Section 502(b) of H.R. 1687. 
 

33OHI would hold an annual open enrollment period (similar to FEHBP's fall open enrollment) at which insurers would be required to sell a policy 
similar to that which they offer to Federal workers. Such policies could not have pre-existing condition exclusions or waiting periods, their 
premiums and benefits would be negotiated between the carrier and OHI, and they would be community-rated (i.e., the premium would not rise in 
price as individuals age). 
 

34These entities would be intended to create new pooling mechanisms for companies and various associations to lower the cost of providing health 
insurance. 
 

35The bill also would require health insurance issuers offering coverage in connection with a group plan to provide enrollees with specific 
information concerning the plan description, and prior notice of exclusion from any drug formulary of a specific drug or biological that is used in 
the treatment of a chronic illness or disease. 
 

36The proposal also includes provisions to expand the availability and the value of current law MSAs. 
 

37This description is based on the following language included in the June 16, 1999 testimony of HIAA President, Charles N. Kahn, 111, before the 
House Committee on Ways and Means: "HIAA's proposal would extend full tax deductibility of premiums to everyone purchasing individual health 
insurance policies and would take effect upon the date of enactment rather than 2003." 
 

38Under present law, as previously noted, the self-employed health insurance deduction is scheduled to phase up from the current law 60 percent 
deduction in 1999 to 100 percent in 2003. 
 

39The Ways and Means Committee testimony and the available web site documents are unclear as to how this credit operates. It is assumed to be a 
nonrefundable business tax credit available to those firms that purchase or contribute toward the purchase of employer-sponsored health insurance 
for employees. 
 

40Cafeteria plans allow employees to make premium payments to their employer-sponsored health insurance plans with pre-tax dollars. Internal 
Revenue Code section 125. 
 

41Under the advanced payment option, enrollees would receive a monthly voucher to purchase insurance, or the enrollee could direct the voucher 
amount to the health plan. The actual magnitude of the tax credit would be reconciled each year when enrollees file their federal income tax returns. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This information was reprinted with permission of the Henry J. Kaiser Foundation of Menlo Park, California.  The Kaiser Family Foundation is an 
independent health care philanthropy and is not associated with Kaiser Permanente or Kaiser Industries. Weiss, Randall and Mark Garay, Recent Tax 
Proposals to Increase Health Insurance Coverage, p. 7-15, January 2000, The Henry J. Kaiser Family Foundation. Available at: kff.org/content/2000/1563/
sidebyside.pdf [April 1, 2001]. 
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