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January 18, 2000 

DRAFT PRESS PAPER / BACKGROUND INFORMATION ON 
HEALTH CARE COVERAGE INITIATIVE 

TO: John Podesta, Steve Ricchetti, Karen Tramontano, 
Gene Sperling, Bruce Reed, Chuck Brain, Jack Lew, Joel Johnson, 
Charles Burson, Melanne Verveer, 
Eric Liu, Dan Mendelson, David Beier, Sarah Bianchi 

FROM: Chris Jennings and Jeanne Lambrew 

Attached are draft (1) press paper and (2) a longer backup document compiled by the 
Departments and us on the health care initiative to be announced tomorrow. It has not 
been finally cleared, but we thought that it might be useful for you to have something to 
read tonight if you are interested. 

We will also be circulating the qs and as later. 

Thank you, and please call with questions. 



CLINTON-GORE ADMINISTRATION UNVEILS 
MAJOR NEW HEALTH INSURANCE INITIATIVE 

January 19, 2000 

Today, President Clinton will unveil a 10-year, $110 billion initiative that would dramatically 
improve the affordability of and access to health insurance. The proposal would expand 
coverage to at least 5 million uninsured Americans and expand access to millions more. It 
addresses the nation's multi-faceted coverage challenges by building on and complementing 
current private and public programs. Specifically, the initiative will: (1) provide a new, 
affordable health insurance option for families; (2) accelerate enrollment of uninsured 
children eligible for Medicaid and S-CHIP; (3) expand health insurance options for 
Americans facing unique barriers to coverage; and (4) strengthen programs that provide 
health care directly to the uninsured. 

The Challenge of the Uninsured and Its Implications. Over 44 million Americans lack health 
insurance. Although there are many causes of this problem, it generally results from lack of 
affordability and/or access to coverage. Family health insurance premiums cost on average 
$5,700 ~ which represents a large share of income for a family trying to make ends meet. 
Purchasing affordable, accessible insurance is a particular challenge for many older people, 
workers in transitions between jobs, and small businesses and their employees. Lacking health 
insurance has serious consequences. The uninsured are three times as likely not to receive 
needed medical care, 50 to 70 percent more likely to need hospitalization for avoidable hospital 
conditions like pneumonia or uncontrolled diabetes, and four times more likely to rely on an 
emergency room or have no regular source of care than the privately insured. 

THE PRESIDENT'S FOUR-PRONGED INITIATIVE SIGNIFICANTLY EXPANDS 
COVERAGE AND IMPROVES ACCESS BY: 

I . PROVIDING A NEW, AFFORDABLE HEALTH INSURANCE OPTION FOR 
FAMILIES ($76 billion over 10 years, about 4 million uninsured covered). Over 80 
percent of parents of uninsured children with incomes below 200 percent of poverty (about 
$33,000 for a family of four) are themselves uninsured. Yet, while states have aggressively 
expanded insurance options for children through Medicaid and the State Children's Health 
Insurance Program (S-CHIP), parents are often left behind. There are about 6.5 million 
uninsured parents with income in the Medicaid and S-CHIP eligibility range for children. 
These parents frequently do not have access to employer-based insurance, and when they do, 
cannot afford it. Recognizing that family coverage not only helps a large proportion of the 
nation's uninsured adults but increases the enrollment of children, the Vice President, the 
National Governors' Association, and a wide range of groups including Families USA and 
the Health Insurance Association of America have called for building on S-CHIP to cover 
parents. The Administration's budget adopts this approach by: 

• Creating a New "FamilyCare" Program. This proposal, which has been advocated by 
Vice President Gore, would provide higher Federal matching payments for state coverage of 
parents of children eligible for Medicaid or S-CHIP. Under FamilyCare, parents would be 
covered in the same plan as their children. States would use the same systems and follow 



most of the same rules as they do in Medicaid and S-CHIP today, and the program would be 
overseen by the same state agency. State spending for FamilyCare would be matched at the 
same higher matching rate as S-CHIP (up to 15 percentage points higher than the Medicaid 
rate). To ensure adequate funding, $50 billion over 10 years would be added to the current 
state S-CHIP allotments. To access these higher allotments, states would have to first cover 
children to 200 percent of poverty as 30 states now have done. Given states' enthusiastic 
response to S-CHIP and the NGA support for this option, we expect strong state response and 
significant expansion to parents under FamilyCare. If, after 5 years, some states have not 
expanded coverage of parents to at least 100 percent of poverty ($16,700 for a family of 4), a 
fail-safe mechanism would be triggered to require states to expand coverage to that level. 

• Assisting Families in Affording Private Employer-Based Coverage. FamilyCare would 
also facilitate the option to pool state funding with employer contributions toward private 
insurance, which can be a cost-effective way to expand coverage. Under this option, families 
otherwise eligible for FamilyCare coverage could get assistance in purchasing their 
employers' health plan if it meets FamilyCare standards and their employer pays for at least 
half of the premium. This minimum employer contribution, along with the S-CHIP crowd-
out policies, should discourage employers from reducing or dropping coverage. This option 
is supported by the National Governors' Association as well. 

I I . ACCELERATING ENROLLMENT OF UNINSURED CHILDREN ELIGIBLE FOR 
MEDICAID AND S-CHIP ($5.5 billion over 10 years, an additional 400,000 uninsured 
children covered). The State Children's Health Insurance Program (S-CHIP) helps children 
in families with income too high to be eligible for Medicaid but too low to afford private 
insurance. Enrollment in S-CHIP doubled to 2 million children in 1999. However, despite 
this encouraging trend, millions of children remain eligible but unenrolled in both S-CHIP 
and Medicaid. The Administration's budget includes ideas advocated by the Vice President 
that would give states needed tools to increase coverage by: 

• Allowing School Lunch Programs to Share Information with Medicaid ($345 million 
over 10 years). Since 60 percent of uninsured children are in the school lunch program, 
sharing eligibility information can efficiently help outreach efforts. 

• Expanding Sites Authorized to Enroll Children in S-CHIP and Medicaid ($1.2 billion 
over 10 years). This includes schools, child care resource and referral centers, homeless 
programs, and other sites. 

• Requiring States to Make their Medicaid and S-CHIP Enrollment Equally Simple ($4.0 
billion over 10 years). Most states have carried over their S-CHIP simplification strategies 
like eliminating assets tests and using mail-in applications into the Medicaid program. This 
proposal would have all states do so to make enrollment easier for both programs. 

I I I . EXPANDING HEALTH INSURANCE OPTIONS FOR AMERICANS FACING 
UNIQUE BARRIERS TO COVERAGE ($28.7 billion over 10 years, about 600,000 
million uninsured people covered). Some vulnerable groups of Americans lack access to 
employer-sponsored insurance and insurance programs like Medicare or Medicaid. These 



include older Americans, people in transition (between jobs, turning 19 and entering the 
workforce, leaving welfare for work), and workers in small businesses. This plan addresses 
these and other problems by: 

Establishing a Medicare Buy-In Option and Making It More Affordable Through a Tax 
Credit ($5.4 billion for both the buy-in and credit over 10 years). The rate of uninsured 
is growing fastest among people ages 55 to 65 and is expected to increase even faster in the 
future. Recognizing this, the President and Vice President are calling on Congress to pass 
legislation that allows people ages 62 through 65 and displaced workers ages 55 to 65 to pay 
premiums to buy into Medicare. The proposal also would require employers who drop 
previously-promised retiree coverage to allow early retirees with limited alternatives to have 
access to COBRA continuation coverage until they reach age 65 and qualify for Medicare. 
This year, to make this policy more affordable, the President proposes a tax credit, equal to 
25 percent of the premium, for participants in the Medicare buy-in. Coupled with the tax 
credit for COBRA (described below), this policy will address access to and the affordability 
of health insurance for this vulnerable group. 

Making COBRA Continuation Coverage More Affordable ($10.3 billion over 10 years). 
Consolidated Omnibus Budget Reconciliation Act (COBRA), passed in 1985, allows workers 
in firms with greater than 20 employees to pay a full premium (102 percent of the average 
cost of group health insurance) to buy into their employers' health plan for up to 18 to 36 
months after leaving their job. This policy is intended to improve the continuity of health 
coverage as workers change jobs. However, fewer than 25 percent of people eligible for this 
coverage participate, in part due to cost. The Administration's budget includes a 25 percent 
tax credit for COBRA premiums to reduce the number of Americans who experience a gap in 
coverage due to job change. 

Improving Access to Affordable Insurance for Workers in Small Businesses ($313 
million over 10 years). Nearly half of uninsured workers are in firms with fewer than 25 
employees. The President proposes to give small firms that have not previously offered 
health insurance a tax credit equal to 20 percent their contribution ~ twice the credit he 
proposed last year ~ towards health insurance obtained through purchasing coalitions. In 
additional, tax incentives would be given to foundations to help pay for start-up costs of these 
coalitions, and the Federal Employees' Health Benefits Program would make available 
technical assistance to purchasing coalitions. 

Expanding State Options to Insure Children Through Age 20 ($1.9 billion over 10 
years). Nearly one in three people ages 18 to 24 are uninsured mostly because they age out 
of Medicaid or S-CHIP or no longer are dependents in private plans. However, they often do 
not have jobs that offer affordable coverage. The budget would gives states the option to 
cover people ages 19 and 20 through Medicaid and FamilyCare. 

Extending Transitional Medicaid ($4.3 billion over 10 years). Many people leaving 
welfare for work take first jobs that do not offer affordable health insurance. Recognizing 
this, Congress passed a requirement in 1988 that extends Medicaid coverage for up to a year 
for those losing it due to increased earnings. This provision was extended in the welfare 



reform law to 2001. The President's budget makes this provision permanent and simplifies 
the state and family requirements to promote enrollment. 

• Restoring State Options to Insure Legal Immigrants ($6.5 billion over 10 years). States 
are prohibited from providing health insurance for certain legal immigrants who entered the 
U.S. after the enactment of welfare reform. The uninsured rate for people of Hispanic origin, 
some of whom are legal immigrants, was 35 percent in 1998 -- over twice the national 
average of 16 percent. The proposal would give states the option to insure children and 
pregnant women in Medicaid and S-CHIP regardless of their date of entry. It would 
eliminate the 5-year ban, deeming, and affidavit of support provisions. The proposal would 
also require states to provide Medicaid coverage to disabled immigrants who would be made 
eligible for SSI by the FY 2001 budget's SSI restoration proposal. 

IV. STRENGTHENING PROGRAMS THAT PROVIDE HEALTH CARE DIRECTLY 
TO THE UNINSURED (At least $1 billion over 10 years). In the absence of a universal 
health insurance system, public hospitals, clinics, and thousands of health care providers give 
health care of the uninsured and receive inadequate compensation for doing so. Despite a 
rising need, reductions in government spending and aggressive cost cutting by private 
insurers has left less money in the health care system to address these needs. The President 
will renew his commitment to helping these providers by: 

• Increasing Funding for Increasing Access to Health Care for the Uninsured (+$100 
million for FY 2001, $1 billion over 5 years). Last year, the President and Secretary 
Shalala proposed an historic new program to coordinate systems of care, increase the number 
of services delivered and establish an accountability system to assure adequate patient care 
for the uninsured and low-income. The Congress funded an initial $25 million investment 
for this program. This year, the President proposes funding this initiative at $125 million, a 
$100 million increase over 2000, representing a down payment on the President's proposal to 
invest $1 billion over 5 years. The Administration will also aggressively pursue an 
authorization to ensure that the program becomes a core element of the health care safety net. 

Investing in Community Health Centers (+$50 million for FY 2001). The budget 
proposes an increase of $50 million to support and enhance the network of community health 
centers that serve millions of low-income and uninsured Americans ~ for total funding of 
over $1,069 billion in FY 2001. 

### 



THE CLINTON-GORE ADMINISTRATION'S 
HEALTH INSURANCE INITIATIVE 

BACKGROUND INFORMATION 
January 19, 2000 

THE UNINSURED IN AMERICA 

• Most of 44 million uninsured work or are in working families. Three-fourths of 
the uninsured work or are in working families. Although the uninsured rate remains 
highest among the poor (33 percent), it has been growing faster for the middle class. 
All income groups experienced increases in the uninsured rate since 1993, but the 
increase was 50 percent higher for the middle class than that of the poor.1 

• Access to health insurance can be a major barrier. Employer-based insurance is 
the predominant form of health insurance. In 1996, about 82 percent of workers had 
access to it. However, 45 percent of low-wage workers and about one-third of 
workers in small business do not have access to group insurance.2 The private-sector 
alternative, individual insurance, is frequently inaccessible, particularly for older and 
less healthy people. In addition, Medicaid, the State Children's Health Insurance 
Program, and Medicare have state and Federal rules which limit who can enroll. 

• For others, affordability of health insurance remains the biggest barrier. Health 
insurance premiums for employer-based coverage in 1999 averaged $2,300 for an 
individual and $5,700 for a family - with the workers' share being $420 and $1,740 
respectively.3 People purchasing coverage in the individual insurance market not 
only lack employer contributions but usually face higher premiums due to higher 
administrative costs and, if ill or older, medical underwriting and age rating. 

CONSEQUENCES OF LACKING HEALTH INSURANCE. Compared to people 
with insurance, those without insurance are likely to: 

• Forego needed health care. The percent of uninsured adults who did not receive 
needed medical care is more than three time that of privately insured adults (30 versus 
7 percent).4 The proportion of uninsured adults who postponed care is even higher 
(55 versus 14 percent).5 Over one in four uninsured children need health care (e.g., 
prescription medicine, surgery) but do not get it. 6 

• Suffer adverse health effects and need expensive health care. The uninsured are 
50 to 70 percent more likely to need hospitalization for avoidable hospital conditions 
like pneumonia or uncontrolled diabetes than the privately insured.7 Children without 
health insurance are nearly twice as likely to forego health care for conditions like 
asthma or recurring ear infections.8 

Rely on emergency rooms or have no regular source of care. One-fourth of the 
uninsured adults rely on the emergency room or have no regular source of care, 
compared to 6 percent of the privately insured.9 The proportion of uninsured children 
lacking a usual source of care is 3 times that of privately insured (20 v. 6 percent).10 



OVERVIEW OF THE INITIATIVE. The Clinton-Gore Administration's budget 
invests over $110 billion over 10 years in a multi-faceted health coverage initiative. It 
would expand coverage to at least 5 million uninsured Americans" and expand access to 
millions more through its four-pronged approach of: 

I . PROVIDING A NEW, AFFORDABLE HEALTH INSURANCE OPTION FOR 
FAMILIES ($76 billion over 10 years, about 4 million uninsured covered). The s 
budget proposal would build on S-CHIP to pay higher Federal matching payments to 
states for covering parents as well as their children. In the new "FamilyCare" 
program, parents would be enrolled in the same health plan as their children, and 
states could help families afford job-based insurance. 

I I . ACCELERATING ENROLLMENT OF UNINSURED CHILDREN ELIGIBLE 
FOR MEDICAID AND S-CHIP ($5.5 billion over 10 years, an additional 
400,000 uninsured children covered). States would be given new outreach tools: 

0 Allowing School Lunch Programs to Share Information with Medicaid for Outreach 
($345 million over 10 years) 

0 Expanding Sites Authorized to Enroll Children in S-CHIP and Medicaid, Including 
Schools, Child Care Referral Centers, and Other Sites ($1.2 billion over 10 years) 

0 Requiring States to Make their Medicaid and S-CHIP Enrollment Equally Simple (e.g.. 
No Assets Tests, Mail-In Applications) ($4.0 billion over 10 years) 

I I I . EXPANDING HEALTH INSURANCE OPTIONS FOR AMERICANS 
FACING UNIQUE BARRIERS TO COVERAGE ($28.7 billion over 10 years, 
about 600,000 million uninsured people covered). Some Americans like older 
people, workers in job transitions, and workers in small businesses, have limited 
health insurance options. This initiative broadens Medicare and Medicaid options 
and makes private insurance more accessible through tax incentives by: 

0 Establishing a Medicare Buy-In Option and Making It More Affordable Through a 25 
Percent Tax Credit ($5.4 billion for both buy-in and credit over 10 years) 

0 Making COBRA Continuation Coverage More Affordable ($10.3 billion over 10 years) 

° Improving Access to Affordable Insurance for Workers in Small Businesses through 
Health Insurance Purchasing Coalitions ($313 million over 10 years) 

0 Expanding State Options to Insure Children Through Age 20 ($ 1.9 billion over 10 years) 

0 Extending Transitional Medicaid ($4.3 billion over 10 years) 

0 Restoring State Options to Insure Legal Immigrants ($6.5 billion over 10 years) 

IV. STRENGTHENING PROGRAMS THAT PROVIDE HEALTH CARE 
DIRECTLY TO THE UNINSURED. (At least $1 billion over 10 years). The 
budget expands a new program that coordinates and expands systems that increase 
access to health care for the uninsured and invests in community health centers. 



PROVIDING A NEW, AFFORDABLE 
HEALTH INSURANCE OPTION FOR FAMILIES 

Over 80 percent of parents of uninsured children with incomes below 200 percent of 
poverty (about $33,000for a family offour) are themselves uninsured. Recognizing that 
family coverage not only helps a large proportion of the nation's uninsured adults but 
increases the enrollment of children, the Vice President, National Governors' 
Association, consumer advocates and insurers have called for expanding S-CHIP to 
cover parents. The Administration's proposal does this by building on S-CHIP to 
provide higher Federal matching payments for states to insure parents through the same 
health plan as their children. "FamilyCare " costs $76 billion over 10years and will 
insure an estimated 4 million uninsured people when fully 
implemented. 

BACKGROUND 

• Most uninsured children arc in families with uninsured 
parents. Over 80 percent of parents of uninsured children with 
income below 200 percent of poverty (about $33,000 for a 
family of four) are themselves uninsured. 
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Nearly two-thirds of uninsured parents - 6.5 million — have 
children who are in Medicaid and S-CHIP eligibility range 
(income below 200 percent of poverty). This represents about 
one in seven of the uninsured in the U.S.13 

Medicaid eligibility limits are much lower for parents than 
their children. While all states cover poor children and many 
states cover children up to 200 percent of poverty, only 13 
states cover parents at or above the poverty level.14 The 
median upper eligibility limit for parents in Medicaid is about 
60 percent of poverty. In 32 states, uninsured parents who 
work full time at minimum wages jobs are not eligible for 
Medicaid because their incomes are too high.15 S-CHIP does 
not include an explicit authority to cover parents. 

Many low-income families decline employer-based 
insurance, primarily due to cost. About 20 percent of all 
uninsured people have access to employer-sponsored insurance. 
Families with lower incomes are especially likely to turn down 
such coverage and remain uninsured. Three-fourths of these 
uninsured people cite cost as the major barrier. The amount 
that low-wage families pay for the employee share of premiums 
is, on average, over 50 percent higher for a family with a 
worker earning less than $7 per hour than those with a worker 
earning over $15 per hour.16 

UPPER EUaBUTY IN MEDICAID/SCHP (14) 
CHILDREN PARENTS 

(Percent of Poverty) 
ALABAMA 200 22 

ALASKA 200 83 

ARIZONA 200 51 

ARKANSAS 200 22 

CALIFORNIA 250 100 

COLORADO 185 45 

CONNECTICUT 300 185 

DELAVWE 200 108 

DC 200 200 

FLORIDA 200 34 

GEORGIA 200 45 

HAWAII 185 100 

IDAHO 150 36 

ILLINOIS 133 52 

INDIANA 150 33 

ICWA 185 93 

KANSAS 200 43 

KENTUCKY 200 54 

LOUISIANA 150 23 

MAINE 185 108 

MARYLAND 200 46 

MASSACHUSHIS 200 133 

MICHIGAN 200 48 

MINNESOTA 280 275 

MISSISSIPPI 133 40 

MISSOURI 300 100 

MONTANA 150 73 

NEBRASKA 185 43 

NEVADA 200 90 

NEW HAMPSHIRE 300 60 

NEWJERSEY 350 47 

NEW MEXICO 235 62 

NEW YORK 192 59 

NORTH CAROLINA 200 56 

NORTH DAKOTA 100 74 

OHIO 150 85 

OKLAHOMA 185 37 

OREGON 170 100 

PENNSYLVANIA 200 71 

RHODE ISLAND 300 193 

SOLTmCAROUNA 150 58 

SOUTH DAKOTA 140 70 

TENNESSEE 200 67 

TEXAS 200 32 

UTAH 200 58 

VERMONT 300 158 

VIRQNIA 185 33 

WASHINGTON 250 96 

WEST VIRGINIA 150 30 

WSCONSIN 185 185 

WYOMING 133 69 



• Covering parents would increase enrollment of uninsured children. Families are 
more likely to learn about Medicaid and S-CHIP and to enroll their children in the 
programs if the whole family is eligible. As such, the NGA and policy experts 
believe that this option would reduce the number of uninsured children as well as 
parents.17 Wisconsin, Minnesota and Vermont are among the states using Medicaid 
state plan options or 1115 demonstrations to achieve this effect. 

• Cost-effective way to expand coverage. A recent study compared the effectiveness 
of covering uninsured adults through a refundable tax credit for group or individual 
insurance and expanding S-CHIP. It found that S-CHIP would much more efficiently 
expand coverage to the uninsured than a tax credit. The study found that the tax 
credit would subsidize 5 already-insured people for every single newly insured person 
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at a total cost 6 times higher than that of the S-CHIP proposal. 

• Widespread support. The concept of extending S-CHIP to parents is one of the few 
ideas for expanding coverage that is supported by a broad range of groups. The 
National Governors' Association supported expanding S-CHIP to cover parents in its 
1999 policy resolutions, arguing that "CHIP is a promising vehicle to promote the 
goal shared by the Governors, Congress, and the Administration - decreasing the 
number of Americans without health insurance."19 At a January 13, 2000 conference 
to discuss ideas on expanding coverage, Families USA, the Health Insurance 
Association of America, the American Hospital Association, the Catholic Health 
Association and the Service Employees International Union all recommend using 
S-CHIP or a similar model to cover the parents of Medicaid and S-CHIP children.20 

PROPOSAL. The Clinton-Gore Administration would expand S-CHIP to provide 
higher Federal matching payments for expanding affordable health insurance to parents 
of children eligible for or enrolled in Medicaid and S-CHIP. This new "FamilyCare" 
program: 

• Provides higher Federal matching payments for expanding coverage to parents. 
States that raise their eligibility for parents above their Medicaid level as of 1/1/00 
would be eligible for the enhanced S-CHIP matching rate for this expansion group. 
The S-CHIP matching rate is up to 15 percentage points higher than the regular 
Medicaid matching rate. States' plans for covering parents would only be approved if 
they first expand eligibility for children up to 200 percent of poverty (30 states have 
already done so21) and do not have waiting lists for S-CHIP. This preserves the 
bipartisan commitment made in 1997 to focus funding on children first. 

• Increases S-CHIP allotments. To ensure adequate funding for parents and their 
children, the current S-CHIP allotments would be increased by $50 billion for 2002 
through 2010 and made permanent. The higher Federal matching payments for the 
expansion group of parents would generally come from increased S-CHIP state 
allotments, called FamilyCare allotments. Allotments are fixed dollar amounts 
allocated to each state based on a formula similar to S-CHIP for the higher Federal 
matching payments. As in S-CHIP, should the allotment limits be reached, states 
expanding through Medicaid may continue to cover parents at the regular Medicaid 
matching rate or roll back eligibility while states expanding through non-Medicaid 
programs may use state-only funds to continue coverage or limit enrollment. 



• Enrolls parents in the same program as their children. Parents would be insured 
in the same program as their children to promote continuity of care and administrative 
simplicity. States would use the same systems and follow most of the same rules as 
they do in Medicaid and S-CHIP, and coverage for parents would be overseen by the 
same state agency that runs their children's program. Parents of children eligible for 
Medicaid would be enrolled in Medicaid, while parents of children eligible for non-
Medicaid S-CHIP programs would be enrolled in those programs. 

• Covers lower income parents first. As in S-CHIP, states would cover lower-income 
parents before covering higher-income parents. States could not cover parents at 
income eligibility levels above those of children, but could set eligibility limits for 
parents lower than that of children. For the first five years, states could set parents' 
eligibility limit anywhere between their current minimum levels for parents and their 
maximum levels for children. Given states' enthusiastic response to S-CHIP and the 
NGA support for this option, we expect strong state responses and significant 
expansions to parents under FamilyCare. If, after 5 years, some states have not 
expanded coverage of parents to at least 100 percent of poverty (about $16,700 for a 
family of four), a fail-safe mechanism would be triggered to require these states to go 
to this level of coverage. Thus, by 2006, all poor parents would be eligible for 
coverage like their children are today. 

• Creates more equitable funding structure. From 2001 to 2005, all enhanced 
matching payments for states' expansion group of parents would come from the 
FamilyCare allotment, as would all payments for S-CHIP children. For example, a 
state that covered parents to 50 percent of poverty prior to 1/1/00 and then expanded 
coverage above that would receive enhanced matching payments drawn from their 
allotments for coverage of the newly eligible parents (as well as S-CHIP kids). 
Beginning in 2006, two changes would be made. First, the enhanced Federal 
matching payments for parents below poverty would no longer be deducted from the 
allotment. States would still receive the enhanced matching payments for poor 
parents covered under expansions implemented after 1/1/00, but these payments 
would come from uncapped Medicaid funding and would no longer be subtracted 
from allotments. Second, all states could receive enhanced matching payments for 
covering any parent above the poverty line and any child above the Medicaid 
mandatory coverage levels22 - irrespective of when the state expanded coverage. 
This ensures that states that have already expanded coverage would be rewarded. 

• Facilitates employer-based coverage. FamilyCare would also expand the option to 
pool allotment funding with employer contributions towards the purchase of private 
insurance, which can be a cost-effective way to expand coverage. States could enable 
families otherwise eligible for FamilyCare to purchase their employers' health plan as 
long as it meets FamilyCare standards. Under this option, employers would have to 
contribute at least half of the family premium cost to discourage them from reducing 
or dropping coverage because of this program. In addition, the S-CHIP crowd-out 
policies would apply. One study found that over one in five families whose children 
were enrolled in the Florida Healthy Kids program previously had access to 
employer-based coverage but their parents could not afford the premium so they 
remained uninsured.23 This option, supported by states24, would help keep such 
families in private coverage. 



ACCELERATING ENROLLMENT OF UNINSURED 
CHILDREN ELIGIBLE FOR MEDICAID AND S-CHIP 

77?(? State Children 's Health Insurance Program (S-CHIP) helps children in families with 
incomes too high for Medicaid eligibility but too low to afford private insurance. 
Enrollment in S-CHIP doubled to 2 million children in 1999. However, despite this 
encouraging trend, millions of children remain eligible but unenrolled in both S-CHIP 
and Medicaid. The budget would give states needed tools to increase coverage. About 
an additional 400,000 uninsured children would be covered because of these policies. 
The initiative costs about $5.5 billion over 10 years. 

BACKGROUND 

• The number of children enrolled in the State Children's Health Insurance 
Program (S-CHIP) has doubled in less than a year. Nearly 2 million children 
were covered by S-CHIP between October 1, 1998 and September 30, 1999, a 
doubling in enrollment from December 1998.25 

• The number of states covering children up to 200 percent of poverty has 
increased by more than seven fold. Prior to S-CHIP's creation, only 4 states 
covered children with family incomes up to at least 200 percent of the Federal 
poverty level (about $33,000 for a family of 4). Today, 30 states have plans approved 
to cover children with incomes up to at least this level.26 

• However, over 4 million eligible children remain uninsured.27 One study found 
that two-thirds of eligible uninsured children are in two-parent families, 75 percent of 
parents of these children work, and only 5 percent receive welfare.28 

Barriers include lack of knowledge of eligibility and complex application 
processes. A survey of parents whose uninsured children are likely to be eligible for 
Medicaid found that 58 percent did not try to enroll their children because they did 
not think that their children were eligible and over half (52 percent) said that they 
believed that the application process would take too long or believed that the forms 
are too complicated (50 percent).29 

Uninsured children are often in programs like the school lunch program that 
can help enroll them. A number of programs, like the school lunch program, 
subsidized child care, and Head Start, target the same children who are also eligible 
for Medicaid and S-CHIP. A recent study by the Urban Institute found that 
approximately 60 percent - almost 4 million - of the uninsured children nationwide 
are currently enrolled in school lunch programs.30 However, Federal law prohibits 
school lunch programs from sharing enrollment information with Medicaid and does 
not allow states to use school lunch eligibility as a proxy for Medicaid eligibility. 



PROPOSALS 

• Allowing School Lunch Program to Share Information with Medicaid ($345 
million over 10 years). This proposal, similar to bipartisan legislation proposed by 
Senator Lugar and Congresswomen Carson, would allow school lunch programs to 
share application information with Medicaid staff for the sole purpose of outreach and 
enrollment (this is already allowed for S-CHIP). 

• Expanding Sites Authorized to Enroll Children in S-CHIP and Medicaid ($1.2 
billion over 10 years). The Administration's proposal expands the Medicaid 
"presumptive eligibility" option for children by authorizing additional sites for 
enrollment including schools, child care centers, homeless shelters, agencies that 
determine eligibility for Medicaid, TANF, and S-CHIP, and other entities approved 
by the Secretary. Presumptive eligibility means that qualified entities, at the states' 
discretion, may immediately enroll potentially eligible children in Medicaid and S-
CHIP on a temporary basis while their applications are formally processed. With the 
help of Congresswomen DeGette, the law that created the children's health program 
in 1997 included presumptive eligibility as an option in S-CHIP and Medicaid. 
However, it limited the types of entities that could presumptively enroll children in 
Medicaid to Medicaid providers and entities determining eligibility for WIC, Head 
Start and Child Care & Development Block Grant services. To date, 9 states have 
opted to use presumptive eligibility for children in Medicaid31 and 12 states for S-
CHIP.32 Expanding the sites authorized for this option can help states provide 
critical health care services to children pending official enrollment and increases the 
likelihood that families complete the application process. More than half (53 percent) 
of parents of uninsured but eligible children think that immediate enrollment with 
completion of forms later is one of the best ways to encourage enrollment.33 

• Requiring States to Make their Medicaid and S-CHIP Enrollment Equally 
Simple ($4 billion over 10 years). Studies confirm that complicated, long 
application processes for Medicaid and S-CHIP discourage enrollment. While many 
states have recognized this and have simplified the process in S-CHIP, not all states 
have carried over all of their S-CHIP simplification strategies to Medicaid. To ensure 
that children do not fall through the cracks in states that have different rules and 
procedures for Medicaid and S-CHIP, this proposal would require that states conform 
certain Medicaid eligibility rules and procedures for children to the simplified rules 
and procedures used in S-CHIP. If a state, in S-CHIP: (1) does not require an assets 
test; (2) uses simplified eligibility requirements and a mail-in application; and (3) 
determines eligibility for S-CHIP no more than once a year, it would need to apply 
these same rules and procedures for children in Medicaid. Both conforming 
Medicaid and S-CHIP and these specific simplifications are recommended by the 
National Governors' Association as best practices.34 Over 40 states have already 
made Medicaid as simple as S-CHIP.35 



ESTABLISHING A MEDICARE BUY-IN OPTION AND MAKING IT MORE 
AFFORDABLE THROUGH A TAX CREDIT 

People ages 55 to 65 are al greater risk of developing health problems. Recognizing that 
this age group is also the fastest growing group of uninsured, the President has called on 
Congress to pass legislation that allows certain people ages 55 to 65 to buy into 
Medicare. The proposal also would require employers who drop previously-promised 
retiree coverage lo allow early retirees with limited alternatives to have access to 
COBRA continuation coverage until they reach age 65 and qualify for Medicare. This 
year, to make the policy more affordable, the Clinton-Gore Administration proposes a tax 
credit, equal to 25 percent of the premium, for participants in the Medicare buy-in. 
Coupled with the tax credit for COBRA (described later), this policy will address both 
access to and the affordability of health insurance for this vulnerable group. The 
Medicare buy-in plus the tax credit for this buy-in cost about $5.4 billion over 10 years. 

BACKGROUND 

• Fastest growing number of uninsured. Between 1997 and 1998, the proportion of 
people ages 55 to 65 who are uninsured increased from 14.3 to 15.0 percent - about 
five times the rate increase for the general population. All of this increase occurred 
among people with incomes above poverty, with a dramatic increase for those with 
income between 300 and 400 percent of poverty (between $33,000 and $44,000 for a 
couple) - from 10.2 to 14.6 percent.36 

• Less access to employer-based coverage. The major reason for the increase in the 
uninsured in this age group is their lower access to employer-based insurance. In 
1998, 66 percent of people ages 55 to 64 had employer-based insurance compared to 
75 percent of people ages 45 to 55.37 Some lose their employer-based health 
insurance when their spouse becomes eligible for Medicare. Many lose coverage 
because they lose their jobs due to company downsizing or plant closings. Still others 
lose insurance when their employer drops retiree health coverage unexpectedly. 

• Greater reliance on individual insurance. Because of a weaker connection to the 
workplace, a disproportionate percent of people ages 55 to 65 rely on individual 
insurance. However, the nature of individual insurance makes it easier to avoid 
people likely to have health problems. In addition to being subject to age rating, a 
health condition can trigger higher rates, exclusion of certain benefits coverage, or 
denial of coverage.38 People ages 60 to 64 are nearly three times more likely to report 
fair to poor health as those ages 35 to 44. Their probability of experiencing health 
problems such as heart disease, emphysema, heart attack, stroke and cancer is double 
that of people ages 45 to 54.39 

• Problems will get worse with demographic changes. As the Baby Boom 
generation enters its 50s, the proportion of people ages 55 to 65 is expected to 
increase from 21 to 30 million by 2005 and to 35 million by 2010 — to 12 percent of 
the U.S. population, over a 50 percent increase.40 Even if the uninsured rate 
remained the same, the proportion of uninsured in this age group would climb. One 
study projects that the uninsured rate for people ages 55 to 65 will rise even faster 
given the decline in access to private insurance for this group.41 



PROPOSALS 

Providing a New 25 Percent Tax Credit for New Options for People Ages 55 to 
65. This year, for the first time, the President will propose a 25 percent tax credit for 
people eligible for the buy-in. It helps make the original option - which already is 
more affordable than alternatives in the individual insurance market - even more 
attractive to people with limited income. In addition, people participating in the 
extended COBRA coverage would be eligible for the new COBRA tax credit 
(described later). This tax credit has the advantage of encouraging greater 
participation in these options for people ages 55 to 65 which could, in turn, reduce the 
premium costs for these programs over time since new participants are likely to be 
healthier. It would not, however, be large enough to encourage firms to drop their 
early retiree coverage or individuals to retire earlier. 

This policy builds on the three-pronged initiative advocated by the President, the Vice 
President and the Democratic Congressional leadership (Daschle, Gephardt, 
Moynihan, Rangell, Dingell, Rockefeller, Stark, Brown), described below. 

1. Enabling Americans Ages 62 to 65 to Buy Into Medicare. People ages 62 to 65 
who do not have access to employer-based insurance would have a one-time option to 
buy into Medicare. The premium they would pay would be divided into two parts. 
First, participants would pay a base premium of about $300 per month — the average 
cost of insuring Americans this age range. Second, participants would pay an 
additional monthly payment, estimated at $10 to $20, for each year that they buy into 
the Medicare program. This premium, to be paid once participants enter Medicare at 
age 65, covers the extra costs of sicker participants. This two part "payment plan" 
enables these older Americans to buy into Medicare at a more affordable premium, 
while ensuring that the financing for the buy-in option is sustainable in the long run. 

2. Allowing Displaced Workers Ages 55 to 65 to Buy Into Medicare. Workers who 
have involuntarily lost their jobs and their health care coverage would be eligible for 
a similar Medicare buy-in option. Such workers have a harder time finding new jobs: 
only 52 percent are reemployed compared to over 70 percent of younger workers. 
Nearly half of these unemployed, displaced workers who had health insurance remain 
uninsured. Individuals choosing this option would pay the entire premium at the time 
they receive the benefit without any Medicare "loan," in order to ensure that 
Medicare does not pay excessive up-front costs and participants do not have to make 
large payments after they turn 65. 

3. Giving Americans Ages 55 and Older Whose Employers Reneged on Providing 
Retiree Health Benefits Access to COBRA until Eligible for Medicare. In recent 
years, the number of companies offering retiree benefits has declined. Some 
companies have ended coverage only for future retirees, but others have dropped 
coverage for individuals who have already retired. This policy provides much-needed 
access to affordable health care for these retirees and their dependents whose health 
care coverage is eliminated after they have retired. It allows these retirees to buy into 
their former employers' health plan through age 65 by extending the availability of 
COBRA coverage to these families. Retirees would pay a premium of 125 percent of 
the average cost of the employer's group health insurance. 



MAKING COBRA CONTINUATION COVERAGE MORE AFFORDABLE 

To improve continuity of health coverage as workers change jobs, the Clinton-Gore 
budget includes a 25 percent tax credit for COBRA premiums. COBRA allows workers 
in Jirms with greater than 20 employees to pay ajull premium (102 percent of the 
average cost of group health insurance) to buy into their employers' health plan for up to 
18 months after leaving their job. However, fewer than 25 percent of people eligible for 
this coverage participate, in part due to cost. This tax credit address the issue of cost to 
help reduce the number of Americans who experience a gap in coverage due to job 
change. It costs SI0.3 billion over 10 years. 

BACKGROUND 

• Changing jobs risks losing health insurance. Since most insurance is job based, 
changing jobs puts workers and their families at risk of becoming uninsured. One 
study found that 58 percent of the two million Americans who lose their health 
insurance each month cite a change in employment as the primary reason for losing 
coverage.42 About 44 percent of workers with one or more job changes experienced a 
gap in health insurance coverage. This is even more pronounced for men, over half 
of whom were uninsured for a month or more when they had a job interruption.43 

• COBRA continuation coverage provides an important option. Passed in 1985, 
the Consolidated Omnibus Budget Reconciliation Act (COBRA) included a provision 
aimed at minimizing the disruption in health insurance due to job change. It allows 
workers in firms with greater than 20 employees to pay a full premium (102 percent 
of the average cost of group health insurance) to buy into their employers' health plan 
for up to 18 months after leaving their job. On the whole, evidence supports claims 
that COBRA decreases the probability that a person between jobs is uninsured, 
reduces "job lock", and covers workers during pre-existing condition waiting 
periods. 

Participation in COBRA is low, primarily due to cost. Studies suggest that only 
20 to 25 percent of COBRA eligibles purchase this coverage. Although some of 
these people had access to insurance through other family members, the primary 
reason cited for declining COBRA is its high cost.45 

PROPOSAL 

• New Tax Credit To Make COBRA More Affordable. The budget includes a 25 
percent tax credit for COBRA premiums to reduce the number of Americans who 
experience a gap in coverage due to job change. It not only helps workers and 
families access insurance but may help employers, since the current tendency for only 
people with health problems to participate would be reduced. 
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IMPROVING ACCESS TO AFFORDABLE INSURANCE FOR 
WORKERS IN SMALL BUSINESSES 

Recognizing the problems that small businesses face in offering their workers insurance, 
the President proposes a set of policies to harness the purchasing power of large 
employers and provide assistance for premium payments. It would give small firms that 
have not previously offered health insurance a tax credit equal to 20 percent of their 
contribution - twice the credit proposed last year — towards health insurance obtained 
through purchasing coalitions. In addition, tax incentives would be given to foundations 
to help pay for start-up costs of these coalitions, and technical assistance would be 
provided. Altogether, this initiative costs $313 million over 10 years. 

BACKGROUND 

• Nearly half of uninsured workers are in firms with fewer than 25 employees. 
The likelihood of being uninsured is greater for workers in small firms - nearly three 
times higher than that of workers in large firms.46 

• Small firms are less likely to offer health insurance. The proportion of small 
businesses offering health insurance declined between 1996 and 1998 - from 53 to 49 
percent for firms with 3 to 9 workers and from 78 to 71 percent for firms with 10 to 
24 workers.47 Businesses blame the high cost of premiums for this problem. Small 
businesses typically pay higher premiums for the same benefits and administrative 
costs may consume as much as 40 percent of premium dollars. Trends suggest that 
the situation will worsen. 

• Purchasing coalitions a growing option for small businesses. Although still 
relatively unknown, nearly one in 10 businesses with 3 to 9 employees participated in 
cooperatives in 1998, and interest and participation are growing.48 

PROPOSAL 

• Provide a 20 Percent Tax Credit for Employer Contributions. A tax credit equal 
to 20 percent of employer contributions toward health premiums would be given to 
eligible small businesses. Small businesses with between 3 and 50 employees that 
have not offered coverage in the past could receive this credit if they purchase 
coverage for their workers through a qualified coalition. This credit is time-limited. 

• Financial Assistance in Creating Coalitions. Start-up costs are a barrier to 
developing purchasing coalitions. Yet the current tax provisions for foundations 
makes private foundations reluctant or, in some cases, prohibited from offering grants 
for these costs. Under this proposal, any grant or loan made by a private foundation 
to a qualified small business health purchasing coalition would be treated as a grant 
(or loan) made for charitable purposes. This provision is time-limited. 

• Technical Assistance in Creating Coalitions. Since the Federal Employees Health 
Benefits Program is a model for coalitions, its managers would provide technical 
assistance to coalitions, sharing its administrative experience. 

l l 



EXTENDING MEDICAID TO VULNERABLE POPULATIONS 

Medicaid has proven to he a critical source of health insurance for millions of 
Americans. However, some vulnerable groups of people - children aging out of 
Medicaid and S-CHIP, people leaving welfare for work, and legal immigrants - cannot 
or will not be allowed into Medicaid due to current restrictions. The President's budget 
includes several important provisions to remove these barriers. 

EXPANDING STATE OPTIONS TO INSURE CHILDREN THROUGH AGE 20 
($1.9 billion over 10 years) 

• About 1.2 million people ages 19 and 20 have low incomes (below 200 percent of 
poverty) and are uninsured.49 Mostly, this results because they age out of Medicaid 
or S-CHIP or no longer qualify as dependents in their parents' private plans. 

• The budget would gives states the option to cover people ages 19 and 20 through 
Medicaid and S-CHIP. 

EXTENDING TRANSITIONAL MEDICAID ($4.3 billion over 10 years) 

• Many people leaving welfare for work take first jobs that do not offer affordable 
health insurance.50 As such, transitional Medicaid provides a critical bridge to work. 
Created in 1988, transitional Medicaid extends coverage for up to a year for those 
losing it due to increased earnings. The 1996 welfare reform bill extended this 
provision through 2001. A recent survey found that nearly half of former welfare 
recipients had Medicaid coverage, most likely due to this benefit.51 

The budget makes this provision permanent and simplifies the state and family 
requirements to promote enrollment. 

RESTORING STATE OPTIONS TO COVER LEGAL IMMIGRANTS ($6.5 billion 
over 10 years) 

• Over the strong objections of the Administration, the 1996 welfare law prohibited 
states from providing health insurance for certain legal immigrants who entered the 
U.S. after the enactment of welfare reform. The uninsured rate for people of Hispanic 
origin was 35 percent - over twice the national average of 16 percent.5 

• The President's budget would give states the option to insure children and pregnant 
women in Medicaid and S-CHIP regardless of their date of entry. It would eliminate 
the 5-year ban, deeming, and affidavit of support provisions. The proposal would 
also require states to provide Medicaid coverage to disabled immigrants who would 
be made eligible for SSI by the FY 2001 budget's SSI restoration proposal. 



STRENGTHENING PROGRAMS THAT PROVIDE HEALTH CARE 
DIRECTLY TO THE UNINSURED 

BACKGROUND 

• Greater demand. In the absence of a universal health insurance system, public 
hospitals, clinics, and thousands of health care providers give health care of the 
millions of uninsured. About 6 percent of all hospitals and 26 percent of safety net 
hospitals annual costs are estimated to be uncompensated, and 2,500 community 
health center sites serve an estimated 4 million uninsured.33 

Fewer resources. Despite a rising need, reductions in government spending and 
aggressive cost cutting by private insurers has left less money in the health care 
system to address these needs. 

PROPOSALS 

• Increasing Funding for Increasing Access to Health Care for the Uninsured (At 
least $1 billion over 10 years, +$100 million for FY 2001). Last year, the President 
and Secretary Shalala proposed an historic new grant program to support community 
providers of services to the uninsured. The Congress funded an initial $25 million 
investment for this program. This year, the Administration proposes funding this 
initiative at $125 million, a $100 million increase over 2000. This represents a down 
payment on the its proposal to invest $1 billion over 5 year. The Administration will 
also aggressively pursue an authorization to ensure that the program is established as 
a core element of the health care safety net. 

0 Providing new services to the uninsured. These grants will allow providers to 
deliver the full range of primary care services to the uninsured, rather than 
treating only the most emergent problems. Currently, many uninsured individuals 
do not have access to primary care, mental health, and substance abuse services. 

0 Preserving access to critical tertiary care services. These funds will help 
support large public hospitals, that often are the only source for trauma care, burn 
units, neonatal intensive care units, and other specialized services that are critical 
to all of the residents in a service area. If these institutions succumb to the burden 
of uncompensated care costs, both the insured and uninsured residents of the 
service area will be forced to seek these essential health care services elsewhere. 

0 Holding providers accountable for health outcomes. These grants will help 
local providers develop the financial, information, and telecommunication 
systems that are necessary to appropriately monitor and manage patient needs. 
This will improve the efficiency and effectiveness of service delivery within the 
safety net, permitting more clients to be served with existing resources. 

• Investing in Community Health Centers (+$50 million for FY 2001). The budget 
proposes an increase of $50 million to support and enhance the network of 
community health centers that serve millions of low-income and uninsured 
Americans - for total funding of over $1.069 billion in FY 2001. 
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QUESTIONS AND ANSWERS ON COVERAGE INITIATIVE 
January 19, 2000 

POLICY PRIORITIES, BUDGET COSTS AND CHANCES OF ENACTMENT 

Q: Why are you proposing this major initiative now? 

A: There is no questioning the President's commitment to expanding health 
insurance coverage. Every time the opportunity to extend affordable coverage to 
uninsured Americans has arisen, he has made a proposal to do so. Two years into 
the increasingly successful implementation of S-CHIP, with the country's 
growing resources and the booming economy, it makes perfect sense to 
implement new options for individuals without health insurance. 

Q: How are you paying for this initiative? Are you raiding the Social Security 
surplus? 

A: No. This proposal will be fully paid for in the context of a balanced budget. 

Q: Isn't this a small investment in relation to the problem of the uninsured? 

A: This investment is clearly a significant investment and is one of the largest 
initiatives in the budget. I f enacted, it would represent the largest single 
expansion of coverage since Medicare and Medicaid were created. While the 
investment is less than what some are advocating for in the Presidential election, 
it certainly lays the foundation for additional enhancements at a later time. 

Q: What are the chances of this initiative's passing? 

A: Similar to the S-CHIP proposal, which received broad bipartisan support, we 
believe this initiative has an excellent chance of becoming law this year. I f the 
Congress is serious about responding to the needs of the American public, we 
have great confidence that they will come back motivated to get the job done. 



LINK TO PRESIDENTIAL CAMPAIGN 

Q: Isn't the introduction of this proposal timed specifically to help Vice 
President Gore in his Presidential campaign? 

A: The Vice President has made a valuable contribution to the health care debate. 
We are simply tapping into some of his ideas because they are thoughtfully 
constructed policies and have great potential for success. The timing of this 
policy announcement occurs around the release of our budget, just like other 
major initiatives in this year's budget. We would have unveiled this initiative at 
this time of year regardless of whether or not it was an election year. 

Q: Why isn't the Vice President's entire health care proposal included in your 
budget? 

A: Much of the Vice President's initiative is clearly integrated into the President's 
policy. Its inclusion represents the President's belief that this is sound policy that 
merits Congressional approval. Provisions in our proposal that do not exactly 
mirror the VP's initiative or don't go as far as his proposal does simply represents 
the Administration's vision on health care for the FY 2001 budget. As the 
President has made clear from the beginning, he believes the Vice President has 
exhibited extraordinary leadership on this issue. 

Q: What is the difference between the Vice President's proposal and the 
proposal in the President's FY 2001 budget? 

A: The Vice President has additional children's health insurance initiatives including 
the expansion of S-CHIP up to 250 percent of poverty and a requirement that all 
states offer parents with incomes over 250 percent of the poverty level the option 
to buy into Medicaid and CHIP programs. He also advocates for an individual 
refundable tax credit of 25 percent for those without employer sponsored 
coverage. These are thoughtful proposals worthy of serious consideration, but we 
chose not to include them in this initiative. Unlike the longer-range policy 
considerations of a Presidential campaign, the FY 2001 budget is focused on 
those policies that we believe have the best chance of passing the Congress this 
year. Should the Congress have interest in some of the additional proposals the 
Vice President is promoting, we would clearly be open to discussing those as 
well. 

Q: Isn't this proposal an implicit rejection of Senator Bradley's proposal? 

A: We're not going to engage on the positive or negative elements of Senator 
Bradley's or any other candidate's proposal. This proposal has been designed in 
an attempt to reach across party lines to pass a long overdue coverage expansion 
in this session of Congress in the final year of the Clinton Administration. 



Q: So far, the Republicans have not engaged to any significant degree in the 
debate over expanding health care coverage. How do you believe the 
unveiling of this initiative will impact on the Republican Presidential 
primary? 

A: We believe it is notable that the Republican presidential candidates, with the 
possible exception of Senator McCain, have not made health care a focus of their 
campaigns. We do believe, however, that there is potential for Republican interest 
in targeted health care expansions on Capitol Hill and we hope that the 
President's unveiling of his health care coverage initiative will spur interest in this 
issue in both the Congress and in the Presidential election. This issue is too 
important to ignore. It is interesting to note, however, that the Republican 
candidates are now advocating for a strong, enforceable, Patients Bill of Rights 
such as the Norwood-Dingell legislation. Perhaps this interest can translate into 
broader support for coverage initiatives as well. 

Q: Have you stopped supporting universal coverage? Is this a repudiation of 
previous policy priorities? 

A: The President believes that expanding high quality, affordable coverage to all 
Americans should be the goal of any Administration. It has become clear, 
however, that other approaches need to be considered to achieve the level of 
consensus necessary to pass legislation in Congress. We had two options after the 
Health Security Act. We could ignore the problem, do nothing, and assume that 
no consensus could be reached, or we could take a targeted step by step approach. 
We have chosen the latter, and believe our proposal will successfully extend 
coverage to millions of uninsured Americans, building on our previous successes 
such as S-CHIP. 

ACCELERATING ENROLLMENT IN MEDICAID AND CHIP 

Q: Doesn't the fact that you have to spend more money covering children in this 
year's budget explicitly validate that the original S-CHIP legislation was 
flawed and that you're just throwing good money after bad to address the 
situation? 

A: Absolutely not. The program has already enrolled two million children, and 
proposals included to help states accelerate enrollment of children are simply 
additional tools to make their job easier. We believe they will ensure even greater 
success of the programs than we've seen in recent months and enable states to 
more quickly tap into their S-CHIP allotments. 



FAMILYCARE 

Q: Are you eliminating the S-CHIP program and replacing it with something 
new? Isn't the philosophy of this proposal closer to Senator Bradley's than 
the Vice President's? 

A: No. This proposal does not eliminate S-CHIP; it simply builds upon it to provide 
another option for working families, called FamilyCare. FamilyCare allows states 
to take advantage of the flexibility of S-CHIP to create a seamless system of 
health insurance coverage for uninsured working families. This proposal, since it 
builds on the success of S-CHIP and Medicaid, is very similar to the proposal put 
forth by the Vice President - targeted but extremely bold proposals that dedicate 
unprecedented amounts of the surplus to expanding coverage and have real 
potential to build the type of consensus necessary to pass bipartisan legislation on 
health care. 

Q: Won't this new proposal distract states from the original goal of S-CHIP - to 
cover uninsured children? 

A: Quite the contrary. Studies have shown that uninsured children are more likely to 
become insured when the whole family has access to new coverage options. 
Moreover, this proposal continues the current financial incentives that states have 
to expand coverage to uninsured children, and actually provides states with an 
additional incentive to expand coverage to children, as they will not be able to 
access the enhanced matching rate for parents until they have covered children up 
to 200 percent of the poverty level. This helps explain why the National 
Governor's Association supports the creation of an additional family coverage 
option built on the S-CHIP program. 

Q: By many accounts, S-CHIP has not been a particularly successful program. 
Why are you putting new funds into expanding a program that just doesn't 
work? 

A: We disagree. Now that all 50 states have their programs up and running, we are 
seeing a steady rise in enrollment rates nationwide. In fact, the program's 
enrollment doubled in less than a year, serving two million children as of October 
1, 1999. Since the enactment of S-CHIP, we've also seen a sevenfold increase in 
the number of states (from 4 to thirty) who have expanded their eligibility levels 
to 200 percent of the poverty level. Since the creation of S-CHIP, the NGA and 
other state advocates have called for additional flexibility to be able to cover 
families under S-CHIP. This proposal will provide them with the necessary 
flexibility to provide a seamless system of health insurance coverage to families. 



Q: Isn't your failsafe trigger mechanism just a fancy way of saying "unfunded 
state mandate"? 

A: First, we don't believe that there will be many - if any - states who will not take 
advantage of the new option to extend coverage to families. However, to ensure 
that all states will eventually establish a basic level of coverage for parents with 
incomes at or below the poverty line ($16,700 for families), it was necessary to 
have a failsafe mechanism. 

It is important to point out, however, that this policy is very different than the 
approach the Federal government took in the late 1980s when implementing state 
Medicaid mandates. Those were immediate or phased-in mandates, giving little 
or no opportunity for voluntary mechanisms to work. These mandates did not 
provide for enhanced match, as we are proposing, to further support states 
choosing to expand. 

Q: The Vice President's proposal doesn't include a requirement for states to 
expand coverage to parents below 100 percent of the poverty line. This 
sounds like [the President's proposal is actually intrusive and involves more 
government regulation] or [the President's proposal is actually bolder than 
the Vice President's]. 

A: The Vice President's proposal assumes that all states will take up this option to 
expand family coverage within the first five years of the program. If it is 
necessary to have a failsafe trigger in 2006, it is our understanding that he 
supports this provision. 

Q: Isn't the requirement for states to cover children up to 200 percent of FPL 
before they can cover parents an implicit admission that the voluntary 
nature of the S-CHIP program failed? Isn't that why you've also included a 
new mandate to cover parents by 2006? 

A: By most accounts, S-CHIP is becoming a major success. Every state in the 
country has taken advantage of this new option, and 30 states have expanded 
coverage to children with family incomes up to 200 percent of the poverty level. 
The reason for this prerequisite is to maintain the bipartisan agreement that our 
first priority is to insure children. Given our experience in S-CHIP and the strong 
state support for expanding S-CHIP to parents, it is extremely likely that the vast 
majority of states - if not all - will take this new option, making the failsafe 
trigger unnecessary. 



Q: Doesn't this policy continue this Administration's long-standing policy of 
punishing states that have done a good job of expanding coverage to low-
income people and rewarding states that have not done anything to help this 
population? 

A: Absolutely not. The FamilyCare program is designed to create consistent national 
incentives for states to expand coverage beyond what is required. 

First, all states will receive enhanced match for any coverage expansion they 
implement under FamilyCare. Second, in 2006, even those states who have 
expanded coverage before the FamilyCare program was implemented will receive 
enhanced match for covering families with incomes above poverty. 

Q: In 2006, when states like Minnesota and Vermont will be able to access 
enhanced match to fund programs that have been running for years, won't 
you just be wasting Federal funds? 

A: The structure of this new policy will ensure that those states who have 
consistently worked to expand coverage to low income workers will receive the 
similar financial support from the Federal government as those states expanding 
for the first time under this policy. 

Q: Won't this new coverage option encourage low-wage workers to drop the 
health insurance coverage they have for a free government plan? Won't 
employers drop the health insurance they currently offer, simply trading 
private sector funds for taxpayer dollars? 

A: First, very few low income families have access to employer sponsored health 
insurance, and our experience with S-CHIP to date demonstrates that crowd-out is 
not a big problem. Second, we give states the option in FamilyCare to supplement 
employer policies that contribute more than half the cost of the policy so there is 
less incentive for those who do have coverage to drop. This, coupled with S-
CHIP policies to prevent substitution, should minimize the effect of existing 
crowd-out. 

Q: What about [insert policy detail]? Will the current requirements in S-CHIP 
apply to the new FamilyCare program? 

A: Under FamilyCare, states would use the same systems and follow most of the 
same rules as they do in Medicaid and S-CHIP. We are willing to work with the 
states and the Congress to ensure that the mechanics of the FamilyCare program 
provide the flexibility necessary for states to run the programs efficiently while 
ensuring the delivery of high quality affordable health care with comprehensive 
benefits. 



MEDICARE BUY-IN 

Q: Why do you keep proposing the Medicare buy-in when it is clear that it the 
Republican Congress will never pass it? 

A: We believe that members of Congress will begin to recognize that adults aged 55 
to 65 are the fastest growing population of the uninsured in America. As they 
consider this fact within the context of our new proposal to make providing 
coverage to this population even more affordable within the context of a tax 
credit, we believe the proposal has the potential to receive broader bipartisan 
support. This is the right policy for one of the nation's most vulnerable 
populations, and we make no apologies for continuing to push for it. 

Q: The Clinton Administration keeps saying that the Medicare program is in 
trouble, and that's why Congress needs to act on the President's reform plan. 
If the program is in so much trouble, why are you proposing to expand it? 

A: This proposal does not hurt the Trust Fund. Participants pay a full premium for 
coverage; the cost of the proposal is primarily due to the temporary costs of a 
lower premium up-front, which beneficiaries pay off over time. 

Q: Why aren't you making the Medicare buy-in or COBRA tax credits 
refundable? Wouldn't that be more fair to low income taxpayers? 

A: This Administration has an unquestionable record of supporting and passing 
policies that help low-income people. Just last week, the President proposed 
expanding the Earned Income Tax Credit, a refundable credit that has made a 
difference in the lives of millions of Americans. In our health coverage expansion 
initiative, we chose to target low-income people through programs like CHIP 
Medicaid, which all experts agree is a much more efficient, effective way to 
expand coverage to low-income people than through the tax code. However, tax 
credits make sense for the Medicare buy-in and COBRA since workers between 
jobs and people transitioning to retirement tend to be in the middle class and need 
that extra amount of assistance to participate in these options. We can't forget 
that three-fourths of the uninsured work or are in working families. Although the 
uninsured rate remains highest among the poor (33 percent), it has been growing 
faster for the middle class. 



SMALL BUSINESS PURCHASING COALITIONS 

Q: Why do you continue to push this proposal at the same time that you have 
consistently opposed HealthMarts, a Republican proposal that does 
essentially the same thing? 

A: The President believes that we need to work together to find the best way to 
provide greater access to affordable insurance for small business, as nearly half of 
uninsured workers are in firms with fewer than 25 employees. The President's 
policy makes it much easier for businesses to come together in a manner that does 
not detrimentally affect the insurance market and segment healthy populations 
from unhealthy ones. Because, in essence, the HealthMart approach would 
bypass the oversight of state health insurance commissioners, the fear is that it 
would have precisely this type of negative impact on the marketplace. 

COBRA EXPANSION 

Q: Many employers already oppose COBRA, and very few Americans actually 
take advantage of the option. Isn't this a waste of money? Why are you 
expanding it? 

A: Costs have been named as one of the major reasons why fewer than 25 percent of 
the people eligible do not take advantage of COBRA. One other benefit of this 
option is that reducing costs will encourage healthier people to take this option, 
and guard against the problem of only sicker populations taking their COBRA 
option. 

TRANSITIONAL MEDICAID EXPANSION 

Q: Aren't you applying a new Federal mandate to welfare programs with this 
provision? Isn't this just another way to try to control state welfare 
programs? 

A: No. This is an existing statutory provision, created by the Family Support Act of 
1988 and reauthorized on a bipartisan basis as part of the 1996 Personal 
Responsibility and Work Opportunity Act, that recognizes the importance of 
Medicaid and other social support programs for families returning to work. This 
proposal merely extends this provision permanently. 



GIVING STATES NEW OPTIONS TO COVER LEGAL IMMIGRANTS 

Q: Won't this new extension of coverage just encourage illegal immigrants to 
come to the United States? 

A: First, this policy does not apply to illegal immigrants, who are not eligible for 
coverage - except in emergency cases - under the Medicaid program. Second, 
lack of insurance is a serious problem for legal immigrants. Forty-three percent 
of non-citizens (most of whom are legal immigrants) lack health insurance 
coverage. This policy restores important options and social services for 
individuals who pay taxes just like all other American citizens that were taken 
away over the Administration's objections in 1996. 

IMPROVING THE EQUITY OF TAX TREATMENT OF HEALTH INSURANCE 

Q: What is the relation of this proposal to the access provisions in the Patients' 
Bill of Rights? 

A: This proposal contrasts starkly with the so called access provisions included in the 
Republican Patients Bill of Rights. Unlike those initiatives, the President's plan 
will significantly expand coverage in an extremely efficient manner. In contrast, 
the Republican tax initiative is highly regressive, poorly targeted, and will do little 
to expand coverage. It is our hope that those members on both sides of the aisle 
will keep their minds open in order to determine the best and most effective 
coverage expansion available to the Congress. 

Q: How can the tax code be used to expand coverage? 

A: Clearly, we believe that the Administration's proposals on health care are the best 
policies to use to expand insurance coverage. We do not believe that tax 
initiatives can be used effectively to expand coverage without at the same time 
crowding out employer sponsored coverage - that is, reducing coverage for some 
workers. 

Q: Do you believe that tax approaches have a role to expand coverage or at least 
ensure equity? 

A: Tax policies, carefully structured and targeted, can be designed to address 
inequities and supplement other approaches to expanding health care. In this 
year's budget, we are using the tax code to target the particularly unique 
population to target workers in-between jobs, the near elderly, and workers in 
small businesses. Our carefully targeted approach sharply contrasts with large, 
ill-designed tax credits that threaten to undermine the current employer based 
health insurance market and in some cases, result in coverage loss. 



Q: Why are you expanding public programs rather than using a comprehensive 
set of tax incentives, an approach which already has broad-based support 
among Republicans and growing interest among some Democrats in 
Congress? 

A: First, our proposal builds on existing health insurance programs - including 
private employer sponsored insurance - to provide new coverage to individuals. It 
does include a series of targeted tax incentives to increase access to health care 
insurance, including new tax credits for workers in between jobs, the near elderly, 
and small businesses and their employees. We are wary, however, of 
regressively structured tax deductions or expensive tax credits that are extremely 
inefficient and costly. Most experts believe that such an approach will undermine 
the employer market by increasing incentives for firms to drop their current 
contributions to health insurance premiums for their workforce. They believe that 
such an approach could cause younger and healthier workers to abandon the 
employer market, raising premiums for older, sicker workers left behind. As a 
result, untargeted health insurance tax credits could induce firms to drop their 
current health insurance coverage, causing some workers to become uninsured. 

Q: Why don't the tax credits for Medicare and COBRA coverage phase out with 
income? Doesn't this mean that people with the highest incomes will receive 
the largest benefits? 

A: No. The tax credit is much more progressive than a deduction. It is worth the 
same 25 percent to a family earning $60,000 as to a family earning $600,000. 
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