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Executive Summary

This paper is based primarily on in-
terviews conducted in early summer of
2007 with senior administrators from
eight state Medicaid or State Children’s
Health Insurance Programs (SCHIP) in
California, Illinois, Louisiana, Massachu-
setts, New York, Oregon, Pennsylvania,
and Washington. These states have been
among those in the vanguard of pursu-
ing the goal of covering all children and
youth.

STATE APPROACHES

This report briefly describes some of the
most common strategies states are using
to achieve universal children’s coverage,

including expanding public programs and
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creating other opportunities for families with uninsured
children, such as through buy-in programs and premium as-
sistance programs. The interviews reinforced some general
conclusions about state approaches, such as states need to
work with what they have and build their programs from the
models they have developed over the years. A clear message
from state informants was each state is different and will
develop programs that reflect the culture of the state, the
history of programs around children and children’s health
care, the political configuration of the state, and the lead-
ership in place at the time. State informants consistently
cautioned against attempting to import one state’s program
into another state environment without significant analysis
and detailed state-to-state discussions about the approach.

One of the common general themes in regard to ad-
dressing issues successfully was the importance of having a
strong governor to champion the initiative and work closely
with the state legislature.

POLICY ISSUES AND RESPONSES

There also were some consistent policy issues that arose in
all states, although the specific nature of the issues varied
from state to state. Concern with reaching children already
eligible but not enrolled in public coverage was reported

as being crucial to state discussions of covering children

at higher income levels. Where it occurred, opposition to
state expansion proposals often rested on this concern. This
concern was later echoed in national SCHIP reauthorization
discussions in late 2007. Using experience and flexibility,
state program officials were able to offer recommendations
to garner the support of state policy makers. Our infor-
mants shared some state strategies focused on reaching
and enrolling eligible children. These improvements includ-
ed simple messaging about all children being covered and
program re-branding. Some states also made operational
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improvements to better reach currently eligible children
within their initiatives to cover all children.

Also foreshadowing some concerns in the national
SCHIP debate, states found as income levels for eligibility
in public programs increased and new options for coverage
were created, crowd-out became more of an issue for some
state legislatures and with the Centers for Medicare and
Medicaid Services (CMS). States at the forefront of covering
all children used both traditional and newer approaches to
minimize crowd-out. Strategies included establishing breaks
in coverage and new methods of data collection, monitoring,
and evaluation.

These leading states varied in the extent to which
coverage for immigrant children was addressed. This is an
area where state politics and history were reported to be
very important. California, lllinois, and Washington had new
or proposed coverage programs in which all children were
included, regardless of immigration status. Pennsylvania
did not offer coverage to undocumented children prior to its
expanded coverage initiative and did not attempt to change
the state’s policy for fear the issue would stall the progress
of its entire proposal to cover all childen. Previously, Mas-
sachusetts and New York had established state health care
programs that provided coverage to undocumented chil-
dren, so it was not a major issue as these states developed
their most recent coverage initiatives.

A somewhat less contentious issue that emerged in
state consideration of initiatives to cover all children was the
fear some legislators felt about possibly becoming a magnet
state for uninsured children in surrounding areas. States
also grappled to a lesser extent with cost sharing, health
insurance affordability, and income disregards.

All states interviewed in mid-2007 agreed that the tim-
ing was right for moving to cover more children. Since states
are so different in their current program configurations and
political goals, informants urged states considering univer-
sal health coverage for children to look to other states with
similar backgrounds and history and assess specific policies
that have worked in those states.

Background and Context

This paper was written in response to suggestions from
states that the National Academy for State Health Policy
(NASHP) help identify and address policy issues that arise
when state executive branch agencies propose to move
toward covering all children. The focus of the research for
the paper was on identifying key federal and state policy

challenges that state executive branch agencies have faced
in attempting to obtain state authority or federal approval
for new policies or programs that move toward universal
children’s coverage. The paper is based primarily on semi-
structured interviews with senior administrators from
eight state Medicaid or State Children’s Health Insurance
Programs (SCHIP) in California, lllinois, Louisiana, Mas-
sachusetts, New York, Oregon, Pennsylvania, and Washing-
ton. The interviews were conducted in May and June 2007.
NASHP has been tracking and documenting these and other
states’ efforts and has provided states and other interested
stakeholders with ongoing information through the web
page “Covering all Kids, All the Time” on www.nashp.org.
The states interviewed are at the forefront of strategies
and programs for increasing health coverage for children. In
mid-2007, these states were at varying stages of the process
of developing, proposing, approving, and implementing new
policies and programs:

«  Some had active discussions underway in state
legislatures when the interview was conducted
(California, Louisiana, Oregon);

«  Two had passed legislation within a few months prior to
the interview (New York, Washington);

«  Three were implementing new policies and programs
(Illinois, Massachusetts, and Pennsylvania).

This paper is not intended to cover all operational
issues that states face in implementing expansions. It is
focused on policy challenges encountered with state policy
makers and with the Centers for Medicare & Medicaid Ser-
vices (CMS) as state program officials advanced proposals
to move toward universal children’s coverage.

The interviews reinforced some general conclusions
about state children’s coverage approaches, such as states
need to work with what they have and grow their programs
from the models they have developed over the years. A
clear message from state informants was that each state is
different and will develop programs that reflect the culture
of the state, the history of programs around children and
children’s health care, the political configuration of the state
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at the time, and the leadership in place. The state infor-
mants cautioned consistently against attempting to import
one state’s program into another state environment without
significant analysis and detailed state-to-state discussions.
Nevertheless, the interviews yielded themes that were heard
rather consistently across states at the forefront of increas-
ing coverage for children.

STATE MOMENTUM TO COVER ALL CHILDREN

The movement to provide health care coverage for all
children has been growing over the last seven to ten years
and has intensified recently. Through our tracking efforts,
NASHP has identified approximately 25 states that are
considering, developing, or implementing initiatives aimed
at covering all uninsured children. Of those states, NASHP
considers 15 to be “covering all kids states” based on our
definition. The definition requires that a state’s governor has
an expressed goal to cover all children and that the state has
a plan to work towards reaching that goal. More information
can be found on our Covering All Kids, All the Time Web
page on www.nashp.org.

Most of the states we interviewed have a history of
working aggressively toward the goal of universal coverage
for children. For example, Massachusetts’ efforts developed
over the past ten years. The state’s recent comprehensive
reform is not focused strongly on children because pro-
grams aimed at providing coverage for most children had
been developed previously and were already in place. In
California, the county-level Children’s Health Initiative (CHI)
has been influential within and outside of the state. Studies
of CHIs have demonstrated the positive effect of provid-
ing health care coverage on children’s health status and on
improving access to other public programs. California now
has 24 county programs that cover approximately 100,000
children not eligible currently for Medicaid or SCHIP. The
county-based children’s coverage grew in California as a
result of strong public support and foundation and county-
based funding. Since 2001, enrollment in CHI programs
has grown dramatically, with a significant related increase in
the Medi-Cal and Healthy Families programs, the California
Medicaid and SCHIP programs.’

IMPACT OF SCHIP REAUTHORIZATION AND OTHER
FEDERAL POLICY CHANGES

The then-pending reauthorization of SCHIP was discussed
with key informants in the early summer 2007 interviews.
At that time, none reported that their governor or legisla-
ture was reluctant to enact new child coverage legislation
because of the unknown nature of the SCHIP program after
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reauthorization. States at the forefront of “Covering all
Children” had to make decisions about program structure
and financing without knowing the effect that reauthoriza-
tion would have on their efforts to expand health coverage
for children. States made decisions based on 2007 SCHIP
allocations and program requirements. However, many did
express concern that if there were not sufficient funds, or if
eligibility rules changed dramatically in the future, it would
make it more difficult for states to continue increasing cover-
age to reach more children.

Given that the interviews were done in May and June
2007, the conversations did not reflect later developments in
reauthorization or other federal policy issues, including the
August 17, 2007, CMS letter to state officials.? This letter in-
cluded new requirements related to crowd-out for states that
have or were planning expansion of SCHIP income eligibility
limits above 250 percent of the federal poverty level (FPL).

Many of the issues raised at state levels as reported by
our state informants in mid-summer of 2007 were echoed
in the national SCHIP reauthorization debate. These issues
include an interest in enrolling children already eligible but
uninsured, and a concern about crowd-out, or substitution
of public coverage for private coverage. As this paper de-
scribes, state program officials were able to devise respons-
es to these concerns that secured the support of state policy
makers.

While SCHIP has not yet been reauthorized and the im-
pact of CMS’s August 17, 2007 letter on the states aiming to
cover all children is still unknown, subsequent NASHP com-
munications with the states interviewed for this paper and
others suggest they are continuing to move toward universal
children’s coverage. However, as a result of these recent fed-
eral policy developments, states aiming to cover all children
are experiencing additional challenges not described within
this paper. (Note: NASHP has released recently a separate
brief on the issues in regard to the August 17 letter, The CMS
August 2007 Directive: Implementation Issues and Implications
for State SCHIP Programs, available at www.nashp.org/Files/
shpbriefing_cmsdirective.pdf.)

State Approaches to
Covering All Children

States moving to cover all children approached the goal

in many different ways, but using a similar set of tools. As
determined from previous NASHP study of these states, and
confirmed in the interviews, all states used some blending
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of the components described below — but each configura-
tion was different. The discussion of the states’ strategies
appears in the next section of this paper. However, several
broad elements of initiatives were referenced consistently
throughout the interviews with states. Although these ele-
ments are relevant to other states aiming to cover more
children, it is important to note that informants consistently
stressed the uniqueness of their state and encouraged other
states pursuing the goal of universal coverage for children
to build on their own existing programs and consider the
distinct political culture of their state. Even when using simi-
lar tools, the states interviewed developed initiatives and
program designs which varied based on the following:

o The starting point. States had different configurations
of Medicaid and SCHIP as a result of the flexibility
they have for optional design features and how the two
programs evolved over the past decade.

«  The governor’s vision. Governors had different views of
how to cover all children.

«  The legislative process. Plans changed over time. In
some states, the governor’s plan passed as submitted.
More often, changes were made as plans went
through the legislative process. State administrators
reported that these changes did not, for the most part,
substantially alter the state’s ability to achieve the
overall goal of covering all children. Areas that were
modified most commonly were eligibility levels for
SCHIP, financing, treatment of immigrant children, and
the rules regarding crowd-out.

GOVERNOR'’S LEADERSHIP
A number of themes about state approaches echoed the
conclusions of prior NASHP reports,? including the impor-
tance of having a strong governor to champion the initiative
and work closely with the legislature. The key informants
for this paper reported that their governors saw covering all
children as a highly popular proposal with the potential for
relatively quick success. Most state informants reported that
governors viewed health coverage for children as a first but
less controversial step toward universal coverage. Governors
from both lllinois and Pennsylvania considered children’s
coverage a top priority, and once their states began imple-
menting initiatives aimed at covering all children, they
looked for ways to advance a similar goal for adults. (To
date, legislation to cover all adults in both states has been
unsuccessful.)

Not unexpectedly, it was easier for governors in the
states interviewed to reach consensus when the legisla-
tive houses reflected their own political party. Democratic

legislatures were reported to embrace the children’s cover-
age proposals quickly; Republican legislatures were willing
to support coverage for children, but had significantly more
concern about crowd-out and providing government support
to families at higher income levels. In California, the Repub-
lican legislature also had significant concerns about covering
undocumented children, which were included in proposals
at the time of the interviews. Oregon reported that it was not
clear whether the state would obtain the majority needed

in the legislature to pass funding for the governor’s plan to
cover all children. Oregon’s funding proposal was a tobacco
tax, which required a “mega” majority that was unlikely to be
achievable (at the time of the survey).# The legislative con-
cerns are addressed in the specific issue discussions found
in the “Policy Issues and State Experiences in Addressing
Them” section of this paper.

BUILDING ON THE BASES: MEDICAID AND SCHIP EX-
PANSION

Most states interviewed had made considerable
progress by using Medicaid funding for children’s cover-
age, although many of them also could identify additional
potential Medicaid expansions that were possible. Some
respondents mentioned the opportunity for other states to
utilize Medicaid to the fullest extent possible — even if that
was not a preferred strategy in their own states. Medicaid
expansion was an area in which political concerns were seen
to influence the selection of coverage strategies. Some state
legislatures might not be supportive of expanding Medicaid
even if it is cost effective to do so.

Some respondents commented on the positive reputa-
tion of the SCHIP program, and the desire to build on it as
part of children’s health coverage expansion. The enhanced
SCHIP federal match and the program’s flexibility made
expanding SCHIP an attractive option. All states interviewed
included a SCHIP expansion to higher income levels as part
of their approach to covering all children. Illinois” approach
was unique in utilizing federal SCHIP funds to subsidize
coverage for children with family incomes only up to 200
percent of FPL. All of the other states interviewed have or
sought to increase SCHIP eligibility to utilize federal funds
for children in families with incomes up to 300 percent of
FPL or greater within their initiatives to cover all children.
States’ flexibility to set their eligibility levels, however, has
now been called into question by the CMS August 17, 2007
letter.
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CREATING OPTIONS FOR EMPLOYERS AND FAMILIES:
PREMIUM ASSISTANCE AND BUY-IN PROGRAMS

Premium assistance and buy-in programs are both options
that states are using to make coverage more available to
children, particularly those uninsured children from working
families with modest incomes who do not qualify for public
coverage. Through a premium assistance program, the state
provides financial assistance to help pay the premiums for
employer-sponsored health insurance when it is offered to
employees. lllinois, Massachusetts, Oregon, and Washing-
ton have incorporated a premium assistance component
into their efforts to cover all children. By helping families
with the affordability of the premiums for their employer-
sponsored coverage, parents as well as children can benefit
from the program.

Buy-in programs give families the option to purchase
public health care coverage for their children when they
otherwise would not qualify. Through buy-in programs,
states allow families to buy-in to the public program at the
state negotiated group rate both with and without premium
subsidies. Even at full cost, the public health coverage is
less expensive than similar coverage available through the
private market. Most of the states interviewed have or are
considering incorporating a buy-in option for families with
incomes above the state’s SCHIP eligibility limit. Governors
see buy-in programs as a way to support the uninsured
who are not eligible for fully subsidized public health care
coverage. New York, lllinois, Massachusetts, Pennsylva-
nia, and Washington have all either enacted legislation or
implemented buy-in programs for children. At the time of
our interviews, discussions were occurring within California,
Louisiana, and Oregon regarding the enactment of buy-in
programs for children.

STATE-ONLY FUNDED PROGRAMS
Several of the states in the forefront of covering all children
have programs funded using only state dollars that interface
with Medicaid and SCHIP to cover low-income children
not otherwise eligible for other programs. These state-
only programs tended to exist prior to recent reforms, and
continue to play an important role in states’ efforts to cover
all children. Establishing a program funded solely with state
dollars allows the state to determine the program details
without having to consider federal requirements that dictate
how and for whom federal funds can be utilized. States
determine the program’s eligibility limits, benefit packages,
and cost-sharing requirements, as they are responsible for
the full cost of the program.

lllinois, Massachusetts, New York, Oregon, and Wash-
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ington all created programs using state-only funding to
cover children ineligible for the state’s SCHIP and Medicaid
programs, which are funded jointly using state and federal
dollars. These state-funded programs generally provide
health coverage to children who are ineligible for SCHIP and
Medicaid due to their immigration status. For example, the
Children’s Medical Security Plan (CMSP) in Massachusetts
was implemented to provide coverage for uninsured chil-
dren regardless of immigration status; it was enacted prior
to the state’s most recent health reform. The “Coverage for
Immigrant Children” section of this paper provides more
information on how the states interviewed handled coverage
for undocumented children within their reform efforts.

FOCUSING ON CHILDREN WITHIN BROADER REFORM
PLANS

In some states, children’s health coverage reforms are
intertwined with broader comprehensive reform. Califor-
nia, which has a history of strong county-based children’s
health coverage initiatives, was trying to move to coverage
for all children as part of efforts to cover all Californians.
Other states built on the success of their children’s health
coverage initiatives to develop comprehensive health care
reforms statewide. Governors in both lllinois and Pennsyl-
vania sought to build on their states’ initiatives to cover all
children, although these efforts were not successful in 2008.

Policy Issues and State
Experience in Addressing

Them

States reported approaching their goal by using similar
tools, and also identified similar policy issues that needed to
be addressed when moving toward covering all children. As
mentioned previously, each state adapted coverage strate-
gies to fit its political culture and build upon its existing
programs.

PRIORITIZING ENROLLMENT OF PREVIOUSLY ELIGIBLE
CHILDREN

Making coverage more accessible to children who are
eligible but not enrolled was mentioned consistently in inter-
views as a key issue in state deliberations around increasing
coverage options. State informants reported that legisla-
tures and advocacy groups both were interested in a state
commitment to focus on enrolling eligible but uninsured
children. In response to this concern, state program admin-
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istrators stressed that the funding packages within state
reform proposals were developed to carry out this objective.
From their own and other states’ experiences, state adminis-
trators have found that increases in income eligibility levels
tended to bring in already eligible children, especially when
coupled with aggressive marketing and outreach.

State administrators reported that they expected cover-
age reform efforts to result in a disproportionate increase
in enrollment among the uninsured who had been eligible
previously rather than other populations because:

«  Children at lower incomes are disproportionately more
uninsured;

«  The message of “covering all children” would resonate
with lower income working families who did not enroll
their children previously because they believed they were
not eligible, and, therefore, did not apply.

State informants also cited anecdotal evidence from
Santa Clara County, California, and lllinois where covering
all children initiatives had resulted in higher enrollment for
children with family incomes below 200 percent of FPL.
According to officials in lllinois, approximately 70 percent
of the 166,000 newly enrolled children in the state’s All Kids
program had been uninsured, but eligible, for the state’s ex-
isting SCHIP and Medicaid programs that provide coverage
to children with family incomes up to 200 percent of FPL.

New York reported that an estimated 93 percent of the
funding required for the state’s proposed SCHIP eligibil-
ity increase from 250 percent to 400 percent FPL would be
used to enroll and provide coverage for uninsured children
with incomes below 250 percent FPL, or those who were
eligible prior to the increase. Other states reported slightly
lower percentages of new funding devoted to coverage of
previously eligible children, but still expected the greater
share of new dollars intended for coverage of children to be
used on those already eligible but unenrolled.

National estimates for children’s coverage expansion
suggest a similar expectation for reaching previously eligible
children with dollars budgeted for expansion. House Resolu-
tion 976 (H. R. 976), the Children’s Health Insurance Program
Reauthorization Act of 2007 included bipartisan agreement to
allow states to increase their program’s income eligibility limit
to 300 percent of FPL. The Congressional Budget Office (CBO)
estimated that 3.2 million of the 3.8 million newly covered chil-
dren (84 percent) would be eligible already for SCHIP coverage
using current eligibility limits 3%

According to our informants, since this was an important
issue identified within state legislatures as the bills were debat-
ed, states focused on several ways to prioritize the enrollment

of children previously eligible. One strategy was to focus on fur-
ther streamlining enrollment and renewal processes. Another
was to make a commitment to use marketing and outreach

to target very low income populations. Funding was provided
by legislatures for marketing, outreach, and the administrative
costs of changing systems to accommodate streamlining.

Strategies for streamlining

As part of their children’s health reform initiatives, the states
interviewed relied on the following strategies to streamline
Medicaid and SCHIP enrollment and retention, utilizing
them to varying degrees depending on program design:

- Continuous eligibility for Medicaid and SCHIP.
Twelve-month continuous eligibility was the approach
mentioned most frequently for streamlining a state’s
eligibility processes. One state that had incorporated
12-month continuous eligibility into its SCHIP program
decided to do so within its Medicaid program as well.
Other states, including Oregon, mentioned they were
extending their program’s continuous eligibility to the
full 12 months. Massachusetts reported that it was
maintaining 12-month continuous eligibility; previously,
the state had reduced its continuous eligibility to 6
months, which resulted in enrollment declines. New
York was adding 12-month continuous eligibility for
parents with the belief that parents are more likely to
enroll (and renew) coverage for their children when the
entire family is covered.

- Simplified application process. Shorter and on-
line applications were mentioned consistently by
informants, along with on-line applications without
a signature requirement, as tools that simplified the
enrollment process. The state of Washington utilized
both a two-page application and an on-line application.
New York and Oregon also reported including
application assistance and simplification in their
children’s coverage proposals.

- Administrative renewals. To the extent possible, states
were moving to an administrative renewal approach,
which allows them to use information from other
programs (especially Food Stamps, which already
collects income and immigration information), to
determine continuing eligibility. Advocacy groups were
supporting approaches to minimize duplicate collection
of information among public programs.

«  One door approach. States were maximizing processes
that allow families to enroll their children at multiple
sites, encouraging them to enroll wherever they
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touch the system. This is consistent with the idea of
simplifying processes and letting families know that
health insurance is available for all children.

Marketing and messaging

The state informants we talked with spoke of the impor-
tance of developing a simple message declaring that health
insurance is available for all children. States used different
messaging methods, such as re-branding the new coverage
program or developing a theme that emphasizes the pro-
gram is for all children. lllinois branded its coverage initia-
tive ‘All Kids." lllinois decided to use one name although the
initiative combines several programs (i.e. Medicaid, SCHIP,
a buy-in program) to keep the message simple for the pub-
lic. Pennsylvania’s message is “Pennsylvania’s Children’s
Health Insurance Program: We Cover All Kids.” The state
informants explained that developing a new brand or theme
helps to distinguish the initiative from the state’s previous
public health coverage program, which may be associated
with a certain stigma or perception that includes income
limits.

Informants consistently referred to Santa Clara Coun-
ty’s Children’s Health Initiative in California’ and lllinois’ All
Kids because of the impact their simple “all kids are cov-
ered” message has had in reaching uninsured children. Mir-
roring the efforts of those programs, states are starting to
consider messaging strategies when creating new program
images, when developing new applications, and when creat-
ing new training for staff to build public awareness of these
programs. In addition to simplifying the program’s mes-
sage, states also reported that there was a commitment to
substantive change — a real streamlining of processes — and
not just a new name.

Outreach and enroliment
As mentioned, informants consistently noted that state
legislatures highlighted the importance of outreach targeted
particularly toward previously eligible but uninsured chil-
dren. State legislators were, for the most part, willing to pass
legislation that increased SCHIP income eligibility limits and
create more affordable coverage opportunities for all chil-
dren, because they believed these strategies also would help
reach the most needy low-income children. Language direct-
ing outreach efforts toward low-income uninsured children
was included in the enacting legislation in some states.
States we interviewed were considering a variety of
strategies to reach and enroll eligible uninsured children.
Strategies focused on educational marketing, simplifying
applications, and making applications accessible via the

Covering All Children: Issues and Experiences in State Policy Development

internet or through community partners. Washington and
Oregon are working with community-based organizations
as a way to target marketing and outreach to low-income
populations. lllinois credits application agents, such as
community-based organizations, day care centers, medical
providers, and local government offices as having a positive
impact on increased enrollment numbers.

There was recognition that it was the state’s respon-
sibility to develop strategies for public education and
streamlining programs if the new efforts at reaching both
the previously and newly eligible populations were to be suc-
cessful. Louisiana reported that enrolling previously eligible
uninsured children was not as much of an issue because
of the state’s success in enrolling eligible children before
proposing its reform effort. Such success is attributed to
an effort to transform the culture of the state’s Medicaid
agency, as well as its policies and procedures. Front line
staff are proactive in their efforts to enroll children into the
state’s health coverage program.

CREATING ADDITIONAL COVERAGE OPPORTUNITIES
THROUGH BUY-IN PROGRAMS

All of the states interviewed were either considering, propos-
ing, or implementing buy-in programs, which allow families
to purchase health coverage through the state’s SCHIP
program. Families pay for a significant portion (or all) of the
cost the state incurs for the coverage.® States are using buy-
in programs with different configurations, some of which
include state subsidies and some that do not. Informants
reported that when establishing a buy-in program they had
to consider the strength of the state’s private health insur-
ance market and the public policy around private health
insurance. Some states reported that the biggest challenge
was minimizing crowd-out, which is discussed in the next
section of this paper. It was a challenge for some to find
agreement within their states on a way to allow uninsured
children with family incomes above the eligibility limit for
public programs to purchase coverage at the buy-in rate
while keeping families already insured from dropping their
private insurance.

Massachusetts and lllinois have implemented buy-in
programs for uninsured children with family incomes above
the SCHIP eligibility limit. As mentioned previously, over the
years Massachusetts had taken incremental steps to reduce
the number of uninsured children in the state. The state had
implemented the Children’s Medical Security Plan (CMSP),
which is funded using state-only dollars, prior to the state’s
most recent coverage reform. Through the CMSP, families
with uninsured children have the option to buy coverage
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on a sliding premium scale ($8-$40 per month per child)
regardless of their income or immigration status. The CMSP
benefit package includes basic medical and dental services
used frequently by children and adolescents. Illinois’ All
Kids program offers comprehensive benefits that mirror the
state’'s SCHIP benefit package. Regardless of income or im-
migration status, families with uninsured children in lllinois
have the option of buying into the public program on a slid-
ing scale that is determined by their income, with premiums
that range from $40 to $300 per month per child.

Pennsylvania also has implemented a buy-in program
for families with incomes greater than 300 percent FPL.
Families are given the option to purchase the public health
coverage at the full cost to the state, which is approximately
$150 per child per month. During the debate to enact the
state’s initiative to cover all children, there was some push-
back from legislators who were concerned about crowd-out.
State administrators argued that affordability had to be
taken into account. Through a statewide study, it was shown
that families with incomes above the SCHIP eligibility in-
come limit did not have access to affordable comprehensive
health insurance coverage through the private market. State
proponents of the initiative documented that private cover-
age that included similar benefits to SCHIP cost families
more than 150 percent of what the proposed buy-in program
would cost families. The study helped to assure legislators
that the state would be providing coverage options that were
unavailable previously rather than substituting public cover-
age for existing private options.

Other states also are looking to incorporate a buy-in
option as a part of their children’s health reform efforts.
Washington included the establishment of a buy-in program
in its enacted legislation; it will be implemented in 2009.

At the time the interviews took place, concepts for buy-in
programs were included in coverage reform proposals being
debated in both Oregon and California legislatures.

While a buy-in program is recognized as an approach to
increase access to health coverage for those without access,
some worry about the impact of these programs on the pri-
vate health insurance market. This was a significant issue in
Louisiana where legislators voiced concerns about negatively
impacting the private health insurance market with a buy-in
program. Legislators and the governor agreed it was impor-
tant to reduce the number of uninsured children, which the
state had been doing by being aggressive about enrolling
the already eligible but uninsured. To continue the mo-
mentum, the legislature enacted unanimously a children’s
health reform bill that increased the income eligibility limit
for the state’s SCHIP program from 200 to 300 percent of

FPL. While the bill did not include language that established
a buy-in program, legislators agreed to further discuss the
idea during next year's legislative session.

CROWD-0OUT

Minimizing or deterring crowd-out, which is the substitu-

tion of publicly-funded coverage for private health insurance,

continues to be a significant issue for public discussion.

This was true in the summer of 2007 when these interviews

were conducted. Attention to the issue has since escalated

with the release of the August 17 state health official letter
from the Centers for Medicare and Medicaid Services, which
set forth a number of new conditions that states must meet
as they create new coverage opportunities.

In a 2005 Congressionally mandated evaluation of the
SCHIP program, a literature review found that research
studies suggest a crowd-out rate ranging between 10 and
56 percent. However, using data collected from states, the
evaluators reported that substitution of public coverage for
private insurance ranged from 7 to 15 percent, depending
on whether or not affordability was treated as a voluntary
reason for dropping private coverage.

There have been many studies centered on the issue of
crowd-out — some relying on data generated from Medicaid
expansions in the early 1990s and some using data related
to the impact of SCHIP’s creation in the late 1990s and early
2000s. A synthesis project sponsored by The Robert Wood
Johnson Foundation determined that despite all the research
on the topic, there is no consensus on the magnitude of
crowd-out." Measuring crowd-out is difficult across time
periods and programs, in part because of the differences
in program design, enrollee characteristics, and economic
conditions.” While researchers warn policy makers to be
skeptical of definitive and broad statements regarding the
extent of crowd-out, they also acknowledge that to achieve
meaningful reductions in the number of uninsured, some
crowd-out seems inevitable.

One area where there is consistency in the literature is
on the strategies states use for deterring crowd-out, even
while there is debate on the efficacy of these specific strate-
gies. An Urban Institute survey of 18 states identified the
following strategies being used in 17 of these states to deter
crowd-out:

1. Imposing a waiting period in which children must be
uninsured for a specific period of time before being able
to enroll in the SCHIP program;

2. Monitoring health insurance status by including
questions on the application that inquire about health
insurance status;
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3. Verifying insurance status and not relying on self-
declaration;

4. Imposing cost sharing in the form of premiums,
enrollment fees, and co-payments;

5. Subsidizing employer-based coverage to capitalize on
private sector resources and continue to strengthen the
private sector, employer-based health insurance system;
and

6. Imposing obligations on employers or insurers. At
the point of the Urban Institute study, California had
imposed a legal obligation on employers and insurers
not to alter their coverage policies in response to
SCHIP.1

Findings from a more recently published NASHP study
reiterate that instituting a waiting period is the most fre-
quently used state strategy to deter crowd-out.'* More than
half of all states have waiting periods, which range from one
month to six months. However, most states report requiring
a six month waiting period between leaving private coverage
and joining SCHIP. It is important to note that most states
include exceptions to the waiting period requirement, allow-
ing children to enroll immediately for reasons such as death
of a parent or loss of job or employer-sponsored coverage.

As was mentioned previously, concern about crowd-
ing-out private coverage was a consistent theme reported by
our state informants as health coverage reform proposals
were debated within their state legislatures. States looked for
effective ways to both minimize the risk of families discon-
tinuing private coverage (if it was available to them) and
employers from dropping dependent coverage while still
reducing the number of uninsured children at all income
levels.

All of the state informants reported that their states de-
veloped methods to deter crowd-out. Each state addressed
this issue somewhat differently. The take-home message
from the interviews was that state administrators need to
anticipate this issue and develop creative and flexible solu-
tions that meet their state’s unique political configuration
and are acceptable to CMS when federal funds are used. Our
state informants reported that crowd-out provisions were
negotiated with CMS. Developing parameters within which a
state can work, and planning in advance for modifications to
proposals, will speed up the negotiation process with CMS.
As mentioned in a previous section of this paper, the August
17 directive may have a significant impact on state negotia-
tions with CMS.

Our informants’ approaches to address crowd-out is-
sues were consistent with the approaches delineated in the
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Urban Institute report discussed above.> More detail of state
approaches follow below. These methods are usually applied
to children with family incomes above 200 percent FPL.
While informants did not discuss crowd-out approaches for
their state’s SCHIP program prior to the coverage reform
proposals, they did say that crowd-out rules for previously
covered children had not changed. Also, traditional excep-
tions to periods during which children “go-bare,” such as
loss of employment, changes in the employer-sponsored
coverage, or becoming ineligible for other public coverage,
had been maintained. The following are crowd-out strategies
utilized by the states leading the way in covering all children.

Establishing breaks in coverage
While there was variation in the length of breaks in cover-
age, most states established breaks in coverage of two to
six months for newly eligible enrollees; there are sometimes
longer breaks at higher income levels up to 12 months. The
lllinois legislature debated whether to establish a 6-month
or 12-month break in coverage requirement for the All Kids
program. To resolve the issue, a compromise was reached.
For the first six months of Illinois’ All Kids program, the
state required a 6-month “go-bare” or period of uninsurance
for children with incomes above 200 percent of FPL. Each
month thereafter, the go-bare requirement was extended
another month until the program’s one year anniversary at
which time the requirement would extend to 12 months. So,
as of July 2007, children with incomes above 200 percent of
FPL enrolling in the All Kids program must be uninsured for
12 months. As have most states, lllinois recognizes excep-
tions to the state’s year-long uninsurance requirement.

At the same time, states established exceptions that
are tailored to specific populations with special health cover-
age needs. For example, Pennsylvania successfully pursued
an exception to the state’s break in coverage requirement for
children younger than two years of age. The pediatric com-
munity supported continuous coverage for children under two
years of age because any gap in coverage during this period
affects a child’s accessibility to necessary immunizations, visits,
and screenings. While continuous coverage is important for
children of all ages, these very young children are particularly
vulnerable given their rapid growth and development. Pennsyl-
vania received support from the American Academy of Pediat-
rics on this issue. This provision required extensive negotiation
with CMS and was approved eventually, albeit with a require-
ment for data collection and monitoring. Similarly, New York
has proposed a six-month waiting period as a crowd-out strat-
egy for enrollees above 250 percent of FPL, but has included
exceptions for certain populations, such as pregnant teens and
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for children for whom affordability of health insurance is an is-
sue. lllinois also has some exceptions, such as for newborns.

Monitoring

As mentioned previously, most states monitor applicants’
health insurance status by including questions about their
previous coverage experience on applications for cover-
age. By using this strategy, states can attempt to determine
the number of children leaving private insurance for public
coverage and why. Crowd-out monitoring also includes
monitoring changes in the rate of private health insurance
for the targeted populations. Some states are now tracking
health insurance coverage for more specific populations.
Pennsylvania agreed to track data on children less than two
years of age to see if new enrollees had insurance previ-
ous to enrolling in the state’s coverage program. The state
also is tracking the two-to-five year old age group, which

is not exempt from the go-bare period, to make compari-
sons. Pennsylvania is using a new alternative to collect the
data, contracting with a private company that tracks health
insurance coverage in the private sector. Rather than require
administratively complex verifications from the applicant,
Pennsylvania contracted with the private third party to vali-
date insurance coverage/loss of coverage for the applicants.
Oregon also reported that crowd-out was a significant issue
during the legislative process and the state also planned to
track changes in private health care coverage as well.

Premium assistance programs
States are attempting to leverage employer-based insurance
with public dollars (for Medicaid and or SCHIP) to assist
families with buying commercial insurance. Through pre-
mium assistance programs, states support private insurance
and leverage all available funds to maximize available insur-
ance coverage. In its recent coverage reform, Massachusetts
included a premium assistance provision within a mandato-
ry employer-sponsored insurance program for enrollees with
income greater than 250 percent of FPL. Program adminis-
trators are able to access an available employment database
to determine if an employer offers health insurance. If the
employer offers family coverage, the family (with income
above 250 percent of FPL) has to purchase the employer’s
coverage, using a state subsidy to assist them. This policy is
seen as a way to maintain private health insurance, provide
support to needy families, and minimize public expenditure.
New York also included a premium assistance program
within its children’s coverage reform, which officials view
as one component of their attempt to deter crowd-out. The
state’s enacted premium assistance program is voluntary

for children in families with income below 250 percent FPL,
and mandatory for children with family incomes above 250
percent FPL. Other states such as lllinois have instituted
a voluntary program. lllinois pays up to $75 a month to
families with income between 134 and 200 percent of FPL to
offset the cost of their employer-sponsored private insur-
ance coverage. While the state does offer coverage options
for children in families with income above 200 percent FPL,
these options do not include premium assistance.
Employer-sponsored coverage is governed by separate
regulations than is public coverage. So, when linking public
and private coverage by adopting a premium assistance pro-
gram, it is important to ensure that the state’s private insur-
ance regulations support this linkage. For instance, there are
strict rules regarding when an employee can enroll himself
or herself or dependents in employer-sponsored coverage.
There is a specific time period usually occurring once a year
known as open enrollment, in which an employee and/or
an employee’s dependents can enroll in the employer-
sponsored private coverage. Once open enrollment has
concluded, only the occurrence of a qualifying event allows
enrollment. Typical qualifying events include a new hire,
birth of child, or a marriage. In order to implement a pre-
mium assistance program, the state’s insurance regulations
must allow for Medicaid or SCHIP enrollment to be con-
sidered a qualifying event for private insurance. This allows
the family to enroll in private employer-sponsored coverage
at the same time that it is enrolling in the public program.
Otherwise, the family would be limited to the annual open
enrollment program for the private insurance coverage.
CMS does not require a waiver to implement premium
assistance programs for employer-sponsored insurance as
long as a state’s program complies with federal regulations.
However, our state informants reported that federal premi-
um assistance regulations are so restrictive that many states
are using waivers to implement these programs. The state
informants also reported that CMS is encouraging states to
include premium assistance programs within their SCHIP
waiver requests and State Plan Amendments that request an
increase in SCHIP income eligibility limits.

RELOCATING FOR HEALTH INSURANCE

As states addressed the needs of the uninsured children
within their states’ borders, some legislators also raised
questions about possibly becoming a magnet state for fami-
lies with uninsured children in other states. Some legislators
expressed concern that families with children needing insur-
ance, particularly sick or disabled children, would move to
the state as a result of better access to health coverage. To
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address state legislative concerns, program administrators
are agreeing to collect data around many issues, including
any influx of families from other states and are documenting
coverage expansions in neighboring states to address the
issue as it is raised.

COVERAGE FOR IMMIGRANT CHILDREN

Half the states we interviewed reported that they did not
attempt any changes to the coverage of undocumented
immigrant children as a part of their coverage initiatives.
California and Illinois are among the notable exceptions.

In California all of the legislative reform proposals (sev-

eral proposals were being debated during the time of the
interviews) offered coverage to undocumented immigrant
children in the current Medicaid and SCHIP program using
state-only funding. In lllinois, the All Kids program provides
coverage to all uninsured children regardless of income or
immigration status using state-only funds. State informants
recognize that at the time lllinois’ legislature was consider-
ing the All Kids bill, immigration was not the dividing issue
it may be now for other states pursuing legislation to cover
all children. Illinois reported that covering undocumented
children within the state’s All Kids program made it easier to
market the program using simple messages of “all.”

Both Washington and Oregon reported that coverage
of immigrant children was a significant and contentious
issue in the discussion of children’s health care reform.
Through its reform efforts, Washington re-implemented a
program aimed at covering undocumented children that
had been cancelled previously. The program uses state-only
funds to provide coverage for undocumented children with
family incomes up to 250 percent of the federal poverty level
(increasing to 300 percent of FPL in January 2009). In an
attempt to reach all uninsured children, beginning in January
2009, Washington will allow families with incomes above
300 percent FPL the opportunity to buy-in to the coverage
regardless of their immigration status.

In his original proposal, Oregon’s governor called for
coverage of all children regardless of immigration status.
However, due to push-back from state legislators on the
issue of immigrant coverage, a legislative compromise was
reached. The legislation attempted to assure access to care
for undocumented immigrant children by increasing funding
for safety-net clinics that provide health care services to im-
migrant children, but it did not allocate funds for insurance
coverage of undocumented children. '

New York and Massachusetts reported that undocu-
mented immigrant children were covered already under
previously established state funded programs. Neither state
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reported that the issue of covering undocumented chil-
dren was contentious. New York’s program for immigrant
children mirrors the state’s Medicaid and SCHIP programs
in the design of its benefit package. Massachusetts uses its
Children’s Medical Security Plan (details of the plan are pro-
vided in previous sections of this paper), also funded using
state-only dollars.

Prior to developing its children’s health coverage
reform initiative, Pennsylvania did not provide coverage for
undocumented children. Officials believed that if the state
attempted to address immigration issues in the children’s
health initiative, the program might not have passed the
legislature. To ensure that Pennsylvania’s “Cover All Kids”
legislation was enacted, coverage for undocumented chil-
dren was not included in the proposal.

When states consider reforms aimed at covering all
children, the states we interviewed recommended that states
assess their local situation and plan for solutions to provide
coverage to immigrant children. There was recognition,
however, that the political landscape has changed and that
this is likely to be a contentious issue for states attempting
coverage of undocumented immigrant children for the first
time.

Maintaining available federal funds for coverage of
undocumented children through Medicaid

The issue of how to maintain federal funding for emergency
Medicaid services when undocumented children are enrolled
in a state-funded plan was also identified by states as an
issue that needs to be considered. For instance, Washington
is attempting to develop a seamless coverage strategy by
using managed care organizations to administer the cover-
age for all children regardless of whether they are enrolled

in Medicaid, SCHIP, or the state-funded program. The state
will pay the managed care organization(s) a capitation rate
for each participating child enrolled in the program. The
state wants to include emergency care within the managed
care capitation rate. This has proven to be complicated
because the state wants to assure that it receives the federal
match for emergency services but use state dollars to fund
other care for undocumented children. At the time of the
interview, the state was working with CMS to determine how
to maintain the federal funding stream for appropriately
billed services when an immigrant child is in a state-funded,
capitated managed care plan.

ASSURING ACCESS TO CARE
A number of states, including lllinois, recognized access
to care as an important component of their initiative to
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cover all children. One approach used by states to assure
an adequate provider network was to address provider
reimbursement rates. Within its All Kids legislation, Illinois
included language that increased provider rates for children
and adolescent preventive services. lllinois also used the All
Kids legislation to decrease the payment cycle for providers,
reducing the period of time between the provider’s claim
and payment for the service.

AFFORDABILITY OF HEALTH INSURANCE

Affordability of health insurance in general came up in
conversations with every state; the issue impacts states’
program designs in many different ways. Oregon used an
affordability analysis as a way to develop public support for
the state’s child health coverage initiative. The state solicited
input from the public on the affordability of health insurance
well in advance of the legislative session. Similarly, Louisi-
ana used public testimony on the affordability of insurance
as a way to move the eligibility limit increases for the public
programs through the legislature. As referenced in the
crowd-out section above, Pennsylvania utilized an afford-
ability study in its efforts to justify its covering all children
initiative.

State officials from Louisiana and New York echoed
concerns about the “cliff effect,” in which families with
limited incomes can become ineligible for public assistance
programs due to a slight increase in income. Both states’
informants believe that the issue of supporting working
families as they move up the economic scale is important
and continues to resonate with policy makers. Through its
children’s health coverage reform, New York aims to expand
the state’s SCHIP eligibility limit from 250 to 400 percent
FPL to decrease the cliff effect and support working families.
To deter a cliff effect, Illinois implemented a sliding scale
cost-sharing structure that escalates at higher income levels.

COST SHARING

Cost-sharing issues were not reported in the interviews as
causing legislative or federal approval obstacles. Federal
rules allow cost sharing in SCHIP to a maximum of five
percent of a familiy’s income and there are stringent rules
in Medicaid around cost sharing for children. States did
request assistance and more research around the afford-
ability of cost-sharing strategies at the higher income levels
that are now being included within state coverage initiatives.
One state in particular said that the issue of affordable cost
sharing for families earning 200 percent of FPL or less has
been well studied and documented in literature. However,
states aiming to cover all children are passing legislation

with cost-sharing requirements for children with family
incomes above 200 percent of FPL. There is little if any avail-
able information on the appropriate level of cost sharing or
reasonable cost categories within income bands for families
with incomes above the traditional eligibility limit. In the
absence of tested and affirmed strategies, states are creating
varied approaches. Some are implementing multiple cost-
sharing categories which are administratively burdensome,
and some are requiring the same amount in premiums for
all families with incomes above the eligibility limit for SCHIP
coverage. For example, Illinois uses a sliding scale premium
system according to the family’s income and Pennsylvania
has adopted a single amount for all families with incomes
above 300 percent of the federal poverty level.

INCOME DISREGARDS

Income disregards, which are income amounts that are not
included in calculations for determining eligibility levels,
were not identified in the interviews as a policy issue for
state policy makers. Disregards were reported to be conten-
tious potentially with CMS depending on how they were con-
figured. Some states reported that CMS accepted income
disregards used to raise the coverage level to 300 percent

of the federal poverty level under SCHIP coverage, but when
states proposed expanding coverage above 300 percent FPL,
CMS questioned the methodology. States reported receiving
many questions from CMS on this subject during the State
Plan Amendment process. States recommend that others
considering coverage expansions identify states that have
already expanded with a similar proposal and replicate the
policy language in the State Plan Amendment application
they submit to CMS. There was no one format or language
that was recommended consistently. Several states recom-
mended that states consider the income disregard authority
to maximize coverage expansions. Since the time of these
interviews, the debate around SCHIP reauthorization and
the administration’s approach to maintaining SCHIP as a
program for low-income children brings into question the
viability of this method in the future.

Conclusion

While there were variations in the set of general approaches
states used in their efforts to cover all children, consistent
themes emerged throughout the states’ experiences. Inter-
views with officials in eight states reinforced the understand-
ing that states need to build their existing programs from
the models that they have developed over the years. A clear
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message from the respondents was that each state is differ-
ent and will develop programs that reflect the culture of the
state, the history of existing programs covering and serving
children, the state’s political configuration, and the leader-
ship in place. Another common theme was the importance
of having a strong governor to champion the initiative and
work closely with the legislature.

Most of the eight states at the forefront of expanding
health care coverage for children employed similar tools
to increase coverage availability for uninsured children.
Building on their existing bases, most states increased the
income eligibility limit for Medicaid and SCHIP, their jointly
funded federal/state public health coverage programs. Some
states used state-only funds to finance programs to cover
populations of children that were otherwise uninsured,
such as undocumented immigrant children. All of the states
interviewed considered, and most were adopting, other
coverage options such as buy-in and/or premium assistance
programs.

Similar policy issues surfaced on a national level
while these states were developing and seeking approval
of proposals aiming to cover all children. Prioritizing the
enrollment of already eligible but uninsured children and
working to minimize the risk of crowd-out were not only
state concerns, but became national policy issues during
the recent SCHIP debate and subsequent federal agency
action. The issue of providing coverage for undocumented
immigrant children was very contentious in some states and
prompted compromise, as was the case in Oregon, or was
not addressed, as was the case in Pennsylvania. States also
found ways to minimize legislative fears that sick, uninsured
children from other areas would move into a state for the
health coverage opportunities. States also tackled issues of
affordability, cost sharing, access to services, and more.

State informants urged that those working on universal
children’s coverage proposals in other states be prepared to
be flexible and have alternative strategies at hand to use if
needed. Although each state varied in its use of the identi-
fied coverage tools and dealt with the emerging issues in
somewhat different ways, it is likely that other states can
learn from their experiences and possibly adapt their strate-
gies when proposing future children’s coverage initiatives.
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