
Expanding coverage to more
than 720,000 people who
otherwise would not have

coverage — this
and other achieve-
ments were made
possible because
Illinois Gov. Rod
R. Blagojevich
made health care
a top priority since he took office in
2003, according to Theresa
Eagleson, the state’s Medicaid
director. 

“Every state situation is a little dif-
ferent, but in this state we have been
very lucky because the governor

made health care a top priority.
Since the day he walked in the door,
it’s been all about getting more peo-
ple better health care,” says
Eagleson. 

Faced with a slowing economy
and shrinking revenues, many states
are looking at cutting programs, not
expanding them. But that’s not the
case in Illinois. “When we do initia-
tives, we find ways to pay for them,”
says Barry Maram, director of the
Illinois Department of Healthcare
and Family.

The same debate has been going

It’s a common misconception held
by many Americans: If you’re
poor, Medicaid is available to you.

In many cases, that’s just not true. 
The uninsured “tend to come up

pretty high on the list on the things
people care about,” but there is a big
misconception, says Sonya Schwartz,
a program manager with the National
Academy for State Health Policy in
Washington, DC, “People assume we
have programs in place where all low-
income people get help. They don’t
realize that there are holes in that
safety net,” she says.

One group in particular—low-
income adults without children—
has fallen through the cracks.

“Unless a state has made its own
effort to do something about this
problem, nothing will be done,”
says Ms. Schwartz. “There is no
standard at the federal level for what
states have to do.”

A new report looks at why, in
fact, millions of low-income adults
cannot get Medicaid and what can
be done about it. 

On the federal level, policy
options to help low-income adults
include expanding the Medicaid
program with additional federal
assistance, allowing Medicaid to
cover all individuals below a certain
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income level, and allowing flexibility
for states to include others in
Medicaid.

“In my view, the best federal
approach would give states the abil-
ity, via state plan amendment, to
cover adults based on their income,
without regard to category, and pro-
vide enhanced federal funding in a
form that largely absorbs the result-
ing costs that states would incur,”
says Stan Dorn, the study’s author
and a researcher at The Urban
Institute in Washington, DC.

Low-income childless adults
comprise one-third of the uninsured
population. “And these are just low-
income adults. So if you go a little
higher up, over 200% of [federal
poverty level], you can cover even
more of the uninsured. It’s a lot of
people,” says Ms. Schwartz. “Also,
we know that a large chunk of the
uninsured is working—usually
about 80% in most estimates.” 

Though working, this population
is less likely to get offers of
employer-sponsored coverage.
“When we do something about cov-
erage for low-income people, it
makes a huge difference. That is not
surprising, because there is nowhere
else to go,” says Ms. Schwartz. 

States taking action
States are tackling this problem

with varied approaches, with some
using Medicaid waivers. “These pro-
grams depend on how the waiver
was granted, and how much money
the state could justify that it was
rolling into the program—those
have to be budget neutral,” says Ms.
Schwartz. 

Depending on the state and
Administration’s policy at the time,
some states have gotten a better deal
than others because the waiver

programs are all negotiated individ-
ually. Some states were able to roll
unspent uncompensated care funds,
or unspent State Childrens Health
Insurance Program funds, into cov-
erage and therefore are able to offer
more comprehensive benefits.
“Their programs may not be
capped, and may provide more gen-
erous coverage,” says Ms. Schwartz. 

Other states have looked at this as
a way to improve preventive care, or
a way to try new kinds of benefits
packages, or they may have very
small programs that were capped.
“Some states were very cautious fis-
cally—they may have just wanted to
stick a toe in the water without
going all the way in, either by limit-
ing benefits or by limiting participa-
tion,” says Ms. Schwartz. “Then
there are programs that are com-
pletely state-funded, like Basic
Health in Washington, which does
have relatively comprehensive cover-
age.” (See related stories on a new
report on state programs, p. 3, and
steps states are taking for cost-
effective care, p. 4.)

Washington’s Basic Health Plan
started as a pilot program in the late
1980s with the goal of serving the
working poor, and currently has
about 106,000 enrollees. From the
beginning it has been income-based,
with eligibility for subsidized cover-
age limited to those at or below
200% of federal poverty level. 

“It is a significant source of cover-
age for otherwise uninsured childless
adults in Washington state,” says
Jonathan Seib, a policy advisor to
Gov. Chris Gregoire in Olympia.
“We do not preclude children, but
there are other options available to
them, so there are a smaller number
enrolled.”

Over the years, the benefits pack-
age has been adjusted, and been
capped at different levels, depend-
ing on available state budget dollars
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and the advent of preauthorization
requirements and evidence-based
purchasing. Total enrollment also
has been limited by available dol-
lars, and peaked at about 135,000
several years ago. 

The program also has “remained
fairly popular on both sides of the
aisle,” says Mr. Seib. “The debates
have not had to do so much with its
value per se, but rather, the depth
and breadth of the benefits. They
haven’t raised the question as to
whether the program as a whole is
something of value.”

The state also has a high-risk pool
which provides an option for those
whose health status makes them
unable to get coverage in the indi-
vidual insurance market. “We have a
unique situation in this state where
we have a standard questionnaire
developed by the high-risk pool
board which every carrier is required
to use,” says Mr. Seib. “There is a
statutorily drawn line in terms of
eligibility—and if you are rejected
for individual coverage, you auto-
matically qualify for the high-risk
pool, which is subsidized.”

The maximum premium is
capped at 150% of the market aver-
age, so it is a more expensive pro-
gram, says Mr. Seib, leading to
ongoing concerns that for too many
people, it remains unaffordable.

“But very few people would argue
that it is not a good value,” he says.
“It is very comprehensive coverage.”

In Washington, the third and
newest of the state’s coverage pro-
grams is called the Health Insurance
Partnership. “It is our state’s effort to
address the insurance needs for
employees of small business,” says
Mr. Seib. “There was legislation last
session to tweak the program and
make it operational, and it is set to
go for next year.” 

The program is an insurance
exchange and will use state dollars
to leverage small business dollars in
order to provide coverage to low-
income workers. “This is where the
subsidy will be targeted, but it also
will be available without a subsidy
to provide coverage to other small
business employees,” says Mr. Seib. 

MinnesotaCare was created to
provide affordable health coverage to
Minnesotans who would not other-
wise have access. This includes chil-
dren, parents, and pregnant women
whose incomes are too high to qual-
ify for Medicaid, and to single adults
who would not meet the eligibility
requirements for Medicaid. 

“It has helped the state maintain
a low rate of uninsurance for resi-
dents,” reports Brian Osberg, the
state’s assistant commissioner for
health care. “The program has also

been critical to the state’s welfare
reform strategy. It helps people to
leave welfare and go to work, with-
out losing health care coverage.”

Who are you going to cover?
States first need to answer this

question: Who are they intending to
cover? For example, the “working
healthy” has very different needs
from the homeless. “Someone at
200% of the poverty level who may
be working at Wal-Mart and can’t
afford their employer coverage may
be healthy and may not need a lot
of services at the time, although you
never know what may happen,” says
Ms. Schwartz. 

Another population in the child-
less adult group might be a home-
less person who may not quite meet
the definition of disability, or may
have not gone through the whole
process to be eligible for SSI bene-
fits. That person may need different
services from someone who is work-
ing, such as substance abuse services
or mental health services, says Ms.
Schwartz. “This is mostly about
workers, but it may also be about
other populations as well.”

Contact Mr. Dorn at SDorn@
urban.org, Ms. Schwartz at (202)
903-2785 or sschwartz@nashp.org,
and Mr. Seib at (360) 902-0557 or
jonathan.seib@gov.wa.gov. ■

Ajust-published report on state
efforts to cover low-income
adults without children found

something encouraging. Researchers
looked at all 50 states to see whether
policies were in place to subsidize cov-
erage for childless adults. They found
that almost half of states had some
type of program in place.

This is true despite the fact that
Medicaid policy at the federal level
makes it difficult for states to subsi-
dize coverage for this population.

Since childless adults aren’t part of
the mandatory groups in Medicaid
for states to cover, they have to
apply for waivers. 

“These programs are not all
funded by federal Medicaid dollars.
Some are state-only funded,” notes
Sonya Schwartz, one of the study’s
authors and a program manager
with the National Academy for State
Health Policy in Washington, DC.
“But lots of states are trying to do
something about this. They think

it’s of value and they want to help.
Many have done it, even though it’s
hard to do.”

The programs don’t necessarily
offer comprehensive coverage like the
traditional Medicaid program; not all
are entitlement programs, the pro-
grams may have wait lists or caps, and
some are just subsidies to help people
buy employer-offered coverage. 

“Some are narrowly drawn and
tailored to low-wage workers or small
employers. They are all different, and

Almost half of states have program in place
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very few look like traditional
Medicaid,” says Ms. Schwartz. “But
it is hopeful that states recognize 
the need, and they are trying to do
something.”

Previous research has looked at
the different Medicaid waiver states
that cover childless adults, but this
study was the first to look at the eli-
gibility roles, the benefits design,
and the financing structure of all
existing state programs. 

“We tried to pull together every-
thing, including the programs that
subsidize coverage for workers of

small employers which you wouldn’t
normally lump in with Medicaid,
but which serve a lot of the same
population—low-income workers,”
says Ms. Schwartz. “I was surprised
at how high the number gets when
you put all that together.”

The report’s findings “should be a
lesson that states actually care about
this,” she points out. “It’s not just
Vermont and Massachusetts; it’s all
over the country. The programs in
the middle of the country tend to be
the waiver programs with more lim-
ited benefits. But this is not just a

story about blue states on the coasts.”
Federal policy “really does make a

difference,” says Ms. Schwartz,
pointing to the State Childrens
Health Insurance Program (SCHIP).
“It is a small program, but in less
than 10 years, the uninsured rate
among children has dropped
remarkably. It’s partly because of
higher eligibility level, but also
because when you say all kids are
welcome, it’s like a welcome mat—
you end up covering a lot of kids,”
she says. “Before we had SCHIP, we
were in much worse shape. “  ■

Cost-effective care is big underlying issue

There are two strategies that
states can use to address the
problem of low-income adults

who can’t afford health care, accord-
ing to Jonathan Seib, a policy advisor
to Washington Gov. Chris Gregoire
in Olympia. 

Some have reduced the portion of
charges for which the patient is
responsible, either indirectly
through subsidized insurance cover-
age or directly through hospital
charity care policies and grants to
community clinics. The second
approach, though, is more long-
term: Doing something to control
the rising costs of care. 

Gov. Gregoire has made it clear
that this underlying problem is not
to be overlooked, says Mr. Seib. “It’s
important to her that our efforts
address the cost of care, as opposed
to just making sure that people can
afford care at whatever cost it might
be,” he says, adding that taking bet-
ter advantage of electronic informa-
tion systems is one possible
approach. This will allow public
programs to stretch further and
reduce the burden on those who still
do not qualify for such assistance. 

“In the health care reform discus-
sions in Washington, she has been

very clear that for every dollar we
spend, we get the most for that dol-
lar,” says Mr. Seib. “We are not
spending money where it does no
good.” 

The overall amount people pay
for care depends on two things:
how frequently services are received
and how much they cost. “We have
the tools to help control unneces-
sary expenses with regard to both of
these,” he says. “It shouldn’t be lost
in the discussion. In fact, it’s very
important to our Medicaid program
that we continue our efforts 
to improve the quality and cost-
effectiveness of care, so what money
we use is used wisely and provides
needed care to as many people as
possible.”

No single solution
“While one has to be careful

about claims that we can reduce the
cost of care, there is certainly
promise to containing the cost or
moderating the rate of increase,”
says Mr. Seib. 

He says the one key is to use
information technology to get bet-
ter information to purchasers,
providers, and patients, so the right
decisions can be made more

frequently. For example, consumers
need to be provided with informa-
tion so they can make better choices
about how their health care dollars
are spent. 

“There is no single solution.
There is an array of solutions to
make sure we get the most health
care for the least cost, that whatever
dollars are available are well spent,”
says Mr. Seib. 

He gives the example of
Washington state’s pilot program for
health literacy, which educates par-
ents of primarily low-income chil-
dren to better address their children’s
health care needs. For instance, the
parents are told at what point they
need to go to the ED for an asthma
attack, and when they can wait until
the following day to see a primary
care physician.

“The results have been impressive
and encouraging,” says Mr. Seib.
“They have learned to use the health
care system better. Not only is the
care their child receives more appro-
priate, but it costs the system less,
too.”

In any given year, the dollars
available to fund state programs will
vary. “But regardless of the dollars
available, we want to make sure that



we get the most health care for the
most people that we can,” he says.
“These strategies are particularly
important in difficult budget times
when it is much harder to simply
increase funding for state subsidized

programs.”
The idea is simple: If less can be

spent on every person that is cov-
ered because they get care in a
more appropriate way, then there
will be money available to cover

more people. “When you don’t pay
for unneeded care, you have more
funds to pay for needed care,” says
Mr. Seib. “This is true whether it’s
the state, a business, or an individ-
ual paying the bill.”  ■
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on about health care costs for many
years, says Mr. Maram, but one
thing is different in 2008.
“Somebody fell off the bus—the
working middle class,” he says. “It’s
been the same conversation decade
to decade on a number of issues.
But something has changed now.
We are now seeing the loss of cover-
age for the middle class and working
families.”

The problem of the uninsured
often was viewed as an “us and
them” situation, says Mr. Maram,
but more and more people are
falling into this group. “Any one of
us can be 18 months away from not
having health care. The uninsured
are all over—they are your relatives
and your friends, and they may be
you and me.”

He also notes that 20% to 25%
of employed people do not currently
receive health coverage through
their employer. “The people falling
through the cracks are playing by
the rules, paying taxes and going to
work every day. They were living the
American dream, but the No. 1
cause of personal bankruptcy, other
than this mortgage mess that is
going on currently, has always been
health care,” says Mr. Maram.
“People are getting hit with $30,000
or $40,000 bills.”

Getting 720,000 people covered
was the result of these factors:

—In 2003, the eligibility require-
ment for children to be covered
under the state’s KidCare program
was expanded to 200% of the

federal poverty level.
—In 2005, Illinois became the

first state in the nation to offer com-
prehensive health care coverage to
all children through the AllKids
program. “Over 400,000 more chil-
dren now have health care coverage
than when the governor took
office,” says Mr. Maram.

—Eligibility for the state’s Family
Care program was expanded three
times, giving 265,000 more parents
coverage. 

Pay attention to costs
To expand programs while facing

shrinking revenues, states have to
pay close attention to quality
improvement and cost containment,
says Ms. Eagleson. “You have to be
cost effective, but these programs are
more important now than ever,” she
says. “We all know from experience
that when the economy takes a
downturn, we tend to see even more
people come in our direction.”

Getting people covered is cer-
tainly the right thing to do, but
Maram says that this also makes
economic sense. “These days, many
people on Medicaid are working
families. If they don’t have health
insurance, medical events will put
many families in a situation where
[they are] not going to be able to
work,” he says. “It is penny-wise and
pound-foolish if one does not realize
that covering working families is
cost-effective, both for the state and
for our society. If you empower fam-
ilies to be working and productive,
that makes sense for economic
growth.”

Ms. Eagleson notes that only
about 5% of people on Medicaid are

getting traditional welfare payments.
“States have really been the innova-
tors on the health care side, where
cash assistance rolls have dramati-
cally reduced. This is one of the best
things we can do to help people go
back and stay at work.”

Mr. Maram notes that despite
expanding programs, the state has
been below the national average in
terms of cost. “At the same time we
are expanding, we take our fiscal
management very seriously,” says Mr.
Maram. A recent report from the
Centers for Medicaid & Medicare
Services report estimated that the 10-
year projected average Medicaid
growth for all states would be 7.9%.
Illinois’ program grew by 4.6% in
2007 and continues to contain
growth under the national average of
5.2%. 

“So at the same time we are
enabling working families to stay
healthy, we take fiscal responsibility
so we can utilize the dollars wisely,”
says Mr. Maram. “We are utilizing a
disease management program that is
saving tens of millions of dollars.”

Ms. Eagleson also points to the
state’s successful Supported Living
Program, the Medicaid model of
affordable assisted living in Illinois.
“We get calls from states all the time
asking how they can mimic it,” she
says.

Currently, Illinois is lobbying for
a temporary increase in federal
matching dollars. “We think it’s all
the more important that the part-
nership with the federal government
remain,” says Mr. Maram. “Right at
the time when the state has the least
ability to pay for it, we need them to
jump in and shoulder part of this

Fiscal Fitness
Continued from cover
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burden with us.”
The state’s primary care case

management program is called
Illinois Health Connect. “We are
very proud of this program, and it
has gone very well over [the] past
year and a half,” says Ms. Eagleson.
About 1.7 million Illinoisans were
enrolled in a “medical home,” with
children connected with a primary
care provider to be sure that regular
checkups and preventive care occur.
Both the families and the physician
are sent reminders for when the
child is due for immunization.
“These are sent electronically, so the
doctor can log in and see when a
patient is due for a Pap smear and
whether a patient is filling their pre-
scriptions,” Ms. Eagleson says. 

Program has physician capacity
The program has a surplus capac-

ity statewide for physicians accepting

patients in the program. About
220,000 of the beneficiaries have
chronic conditions and are now in
more targeted disease management
programs to help them avoid
episodes that bring them to the
emergency department. 

“We are decreasing ED admis-
sions. We saw a 9% reduction in
hospitalization costs for this popula-
tion,” says Ms. Eagleson. “We have
a bunch of quality measures built
into our disease management con-
tract, and all of those are going in
the right direction.” For example,
there was a 10% increase in seniors
getting influenza and pneumococcal
vaccines.

“The very first year with those
two programs combined, our sav-
ings to the state was about $34 mil-
lion. That more than paid for our
expansion in AllKids in that same
year,” says Mr. Maram. 

Another positive change was con-
solidating purchasing with the state’s
Department of Healthcare and
Family Services. “In addition to
working with the Medicaid pro-
gram, we are also the health care
purchasing agency for state employ-
ees. So we have a very strong exper-
tise of dealing with health care in
one place,” says Mr. Maram. This
gives a comprehensive view of health
care costs across the various payers,
for a strong picture of what works
and doesn’t work in various sectors.

“Illinois continues to be able to
expand and at the same time, be
well below the national average in
costs,” says Mr. Maram. “It’s one
thing to talk the talk, but we’ve
actually been saving dollars while
improving quality and coverage.”

Contact: Ms. Eagleson at (217)
782-2570, and Mr. Maram at (217)
782-1200. ■

79 million struggling with medical bills: What can states do?

It’s the “perfect storm” for working
families—soaring gas and food
prices, declining home values, and

skyrocketing health care costs.
According to new research from The
Commonwealth Fund, 41% of
working-age adults, or 72 million
people, reported a problem paying
their medical bills or had accrued
medical debt, up from 34% (58 mil-
lion) in 2005. An additional 7 mil-
lion adults 65 and older also reported
bill or debt problems.

“On the national level, we’ve seen
rates of foregoing care because of costs
rise dramatically from 2001-2007.
We’ve also seen medical bills and debt
rise since 2005,” says Michelle
McEvoy Doty, PhD, one of the
study’s authors and director of survey
research for The Commonwealth
Fund. 

During this same time period, the
number of uninsured and underin-
sured adults increased, which partly

explains why medical bill burdens
and access problems are on the rise
across states.

Dr. Doty says she expects these
numbers will keep increasing,
among both the uninsured and
underinsured, unless states work on
covering more of the uninsured and
improving the quality of health
insurance coverage.

An important finding is that the
underinsured, in some cases, have
similar rates of problems as the unin-
sured. “This indicates that policy
makers also need to worry about the
content of insurance, not just cover-
ing more of the uninsured,” says Dr.
Doty.

There is no question that health
care affordability is an increasing
concern, says Jonathan Seib, a clini-
cal instructor of health services at
Washington State Senate Health and
Long-Term Care Committee in
Olympia. “It is not simply a matter

of the uninsured, it is extending to
the insured. It is not just the breadth
and depth of that coverage, but also
the security of that coverage. People
are a job loss away from the tenuous
connection to the coverage that they
have,” he says. 

Part of the medical debt problem
is caused by people losing their pri-
vate health insurance, says Ann
Kohler, director of health policy for
the National Association of State
Medicaid Directors. “Usually, hospi-
tals bill private-pay patients charges,
so the rates are higher for them than
other payers,” she says. “Coupled
with interest, many individuals can
never cover this debt.”

This puts a strain on hospitals,
especially public hospitals that must
treat patients. “Also, emergency
rooms must treat all people who enter.
So again, unreimbursed care puts pres-
sure on the hospital’s financial struc-
ture,” says Ms. Kohler. Most states do
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pay disproportionate share payments
through Medicaid for hospital care for
the uninsured, but she notes that the
payments do not fully cover the costs
and vary by state. 

Even insured have debt
Even though 355,000 individu-

als are newly insured under
Massachusetts’ landmark health
reform law, a new report says med-
ical debt continues to be a problem
for lower and middle income resi-
dents.

About 40% of the people who
came to the Access Project, a
national health research and advo-
cacy group in Boston, for help with
their medical debt over the last two
years had insurance but ended up
with medical debt due to unafford-
able out-of-pocket costs. 

In addition, when researchers did
some analysis of medical debt based

on income, they found that the med-
ical debt problem is “climbing the
economic ladder,” says Mark
Rukavina, executive director of the
Access Project. 

As for lower-income populations
on Medicaid, Mr. Rukavina notes
that some data show that people on
public coverage have a lower preva-
lence of medical debt. “Historically,
there have been cost-sharing protec-
tions in place. But as costs increase
and states introduce cost sharing in
the form of either deductibles or
copayments, the prevalence of med-
ical debt may grow among those
populations as well.”

If states introduce cost-sharing,
for example in the form of coinsur-
ance, “that is something for state
Medicaid directors to be cognizant
of, especially for lower income pop-
ulations, those very populations that
the programs are intended to serve,”

says Mr. Rukavina. “What might be
considered by some to be modest
cost-sharing, could prove burden-
some for these populations. Those
accessing care might incur medical
debt as a result,” he says. 

A Kaiser Family Foundation
report found that people with pri-
vate insurance with medical debt
had care-seeking patterns or behav-
iors similar to the uninsured, such as
delaying treatment or skipping med-
ications. “That study shows that the
presence of medical debt itself is a
risk factor or possibly a barrier to
care,” says Mr. Rukavina. 

Contact Ms. Doty at (212) 606-
3860.or mmd@cmwf.org, Ms. Kohler
at (202) 682-0100 or Ann.Kohler@
aphsa.org, Mr. Seib at (360) 902-
0557 or jonathan.seib@gov.wa.gov,
and Mr. Rukavina at (617) 654-
9911, ext. 229 or Rukavina@access
project.org. ■

“Medical debt has been increas-
ing over the past 15 years. In

our state, that number has increased
dramatically over this time,” says
Robert A. Crittenden, MD, MPH, a
professor at the University of
Washington School of Medicine and
chief of the family medicine service at
Harborview Medical Center, both in
Seattle. “With the economic down-
turn, this is an even bigger issue.
More families are facing unaffordable
debt.”

The fact that many hospitals and
doctors strongly encourage shifting
of medical bills to credit card debt
hides this, he says, but this puts
more people at greater risk due to
the high interest rates applied to
those cards. “The people hammered
by medical debt are most often
insured—insufficiently as it turns
out—and most are surprised by
their circumstance.”

States have approached medical

debt in these three ways:
• Providing affordable, publicly

sponsored insurance and care for
low-income working families. 

“Most of these programs are small
and insufficient for the need,” Dr.
Crittenden notes. 

• Requiring hospitals, where
much of the debt is accumulated,
to change some of their policies to
decrease the risk of bankruptcy. 

This may mean improving char-
ity care policies, strengthening com-
munity benefit provisions, and
changing the method by which hos-
pitals handle debt for low-income
families.

• Ensuring that health insurance
policies actually cover the large
medical bills. 

“These are the expenses insurance
is supposed to cover,” says Dr.
Crittenden. 

After a lot of work in states on
insurance standards in the 1990s,

there now is a strong push for decreas-
ing rules and oversight and allowing
the market to set rules, coverage and
prices, especially in the individual and
small group market. “The result has
been higher deductible plans which
are less costly, but more risky for half
of the population, a push for cross-
state sales of plans that would reduce
oversight and allow less regulated
plans to be sold anywhere, and bare-
bone plans,” he says. 

State policy-makers have a “tough
road” ahead of them, says Dr.
Crittenden. “The folks that want to
let the market take care of the prob-
lems believe there is a problem
because of the current regulatory
environment,” he says. 

The voting public does not trust
insurance companies, as they have
experience with price and coverage
changes that have left them or
friends in trouble. “They feel power-
less and do not have affordable

More people are at greater risk for debt



choices to make the market work for
them,” says Dr. Crittenden. “Much
of the market they see does not have
plans that protect them or that are
affordable.”

The question is whether afford-
able means a cheap plan that people
can afford but is insufficient if they
get sick, or affordable health cover-
age that is protective. “Premiums are
not like taxes,” he adds. “Premiums

require low-income people to pay
about the same as the most wealthy
people.”

State policy-makers are “chipping
around the margins,” says Dr.
Crittenden, but most are unwilling
to bite the regulatory or financial
bullet, hoping that the federal gov-
ernment will solve the problem. 

Given the rise in health care costs,
most people in the lower half of the

income brackets cannot afford a
protective health plan without some
subsidy. “Luckily, many people have
employers and public plans that
subsidize good insurance,” he says.
“But, that coverage is waning and
more people are in the ‘market’ now,
with poor choices.”

Contact Dr. Crittenden at (206)
744-9925 or at docbob@u.washington.
edu. ■
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State resolves millions of dollars of medical debt

The Access Project’s Medical
Debt Resolution Program
worked with 187 people in

the state of Massachusetts between
September 2006 and April 2008 with
a combined medical debt of over $2
million. Medical debt was resolved in
a variety of ways—by informing peo-
ple about their insurance appeal
rights, and eligibility standards for
public programs, and also by negoti-
ating payment arrangements with
medical providers. While some of
these cases are ongoing, over $1 mil-
lion of the debt was retired. 

Mark Rukavina, executive direc-
tor, The Access Project, says that he
doesn’t know of any other program
that exists at the state level that helps
people resolve medical debt. “I am
not aware of any programs like ours.
Our program is completely free, and
all of the savings go to the people
that we work with,” he says. “We
have begun work to replicate this
program in other states by providing
training and backup support to tar-
geted groups, and are getting very
good results.” Groups in Florida,
Iowa, Kentucky and New York cur-
rently are looking at the program. 

A significant percentage of med-
ical debt could be paid by private
insurance or public programs, if
people only knew about existing
protections, says Mr. Rukavina.
“There are many good existing pro-
grams that people are eligible for,

but they are not enrolled in them,”
he says. “For a number of people,
we are able to help resolve their bill
by getting them enrolled in existing
programs.”

States can help with the medical
debt problem in these three ways,
says Mr. Rukavina:

• Ensuring retroactive coverage
for people who are eligible but not
enrolled.

Oftentimes, there is retroactive
coverage for services already
received. So even if a person incurs
bills they aren’t able to pay, if they
learn about the array of public pro-
grams that exist and get enrolled,
oftentimes the bills will be paid
retroactively. 

• Making sure that private insur-
ers are paying all they are obligated
to pay.

Two-thirds of the people with med-
ical debt in a recent Commonwealth
Fund study were insured, notes Mr.
Rukavina. With this in mind, states
can help to resolve billing disputes
between provider and insurer, or
insurer and patient, and by having a
formal process to file grievances, he
says. 

For instance, some states have
ombudsman programs to help
resolve claims that should have been
been paid by insurance claims but
weren’t, or consumer complaint
lines to help privately and publicly
insured people, Mr. Rukavina adds.

• Encourage institutions to clarify
their existing charity care policies.

“States can provide tremendous
assistance for people by doing this,”
says Mr. Rukavina. 

More are likely to be uninsured
Lisa M. Duchon, PhD, a senior

consultant with Washington, DC-
based Health Management Associ-
ates, believes that federal health
care reforms are needed to make
sure that all Americans have insur-
ance coverage that provides true
medical security. “That is the point
of insurance—to spread risk, to
protect people from financial hard-
ship and ruin.” 

In the meantime, says Dr.
Duchon, “States have options to
help prevent future medical care
debts for patients.” They can do this,
she says, by making it easier for all
children and adults eligible for pub-
lic insurance to get on it, and by
adopting policies that make it easier
to stay on coverage. States can raise
eligibility rates of Medicaid coverage
for low-income adults, contribute
toward premium payments of unin-
sured workers and their families with
access to job-based coverage, or help
families buy into public programs. 

“For a research project, I spoke
to several low-income parents this
year who got saddled with medical
debt after losing Medicaid. They
started earning a little too much



money to stay on it,” reports Ms.
Duchon. “After working hard to
earn higher wages in jobs that
either don’t offer coverage, or offer
coverage that is low quality or unaf-
fordable to them, they had the
great misfortune of a medical emer-
gency while uninsured.” 

Unfortunately, with the downturn

in our economy, Ms. Duchon says
states are likely to see more people
qualifying for Medicaid without mak-
ing any changes in eligibility—and
more people becoming uninsured—
at a time of shrinking revenues.
“States cannot guarantee medical
security for working families or the
financial stability of safety-net

providers without federal assistance,”
she says. 

Contact Ms. Duchon at (202)
785-3669, ext. 15 or lduchon@health
management.com. Web: www.health
management.com. Mr. Rukavina can
be contacted at (617) 654-9911, ext.
229 or e-mail: Rukavina@access
project.org. ■
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The post-employment benefits
of retired workers are in the
spotlight, as a result of a law

requiring government employers to
measure and report the liabilities
associated with post-employment.

Government Accounting Stan-
dards Board (GASB) rule changes
—GASB 43 and GASB 45—
require state and local government
plans to report not only incurred
costs for retiree benefits, but the
actuarial value of future liabilities.
Under this accounting change, the
liability associated with these
changes can be five to 20 times
greater than the actual cash outlays
associated with the benefit. 

States may decrease their liability
by 20%-40% by transferring risks to
an Employer Group Waiver Plan
(EGWP) provider, and from better
matching of GASB costs with future
employer expenses. The implica-
tions can be far reaching for a
municipality or state’s finances, since
this can lower debt ratios, says Ilene
Marcus, senior director of pricing
for Medco Health Solutions’ Retiree
Solutions group. 

Higher bond ratings possible
The improved financial flexibility

offered by EGWP could lead to
higher bond ratings, accompanied
by lower borrowing costs and bond
insurance premiums, effectively
benefiting taxpayers, she says. 

While prescription plan sponsors

gain benefits from using the EGWP
in terms of cost and flexibility,
retirees also benefit from this
option. This, in turn, can result in
retiree goodwill and better employee
retention, according to Ms. Marcus.

“Retirees will also appreciate that
an EGWP can be designed to offer a
retiree benefit that is more robust
than the standard Medicare plan,”
says Ms. Marcus. Many plan spon-
sors enhance their benefit to go
beyond CMS standards for a
Medicare Part D plan. While CMS
sets a baseline for deductibles, the
“doughnut hole,” the point of cata-
strophic coverage, and the mini-
mum formulary, employers can fill
in coverage gaps where they may feel
the standard plan is not a rich-
enough benefit, she explains.

Education important
CMS also requires that Part D

plan sponsors such as EGWPs offer
certain clinical programs to help
members effectively utilize the pre-
scription benefit. For example, the
Medication Therapy Management
(MTM) program educates mem-
bers with chronic diseases about
their treatment programs to ensure
they are using their prescribed
drugs properly so they will realize
the optimum benefit from the
treatment. 

“Patients needing MTM pro-
grams usually have multiple
chronic diseases, such as diabetes
and cardiovascular disease, and are
likely to have high medication
costs,” says Ms. Marcus. “These
programs can help prevent adverse
events, such as drug interactions,
and are focused on reducing the
risk of costly hospitalizations.”

Contact Ms. Marcus at (201) 269-
6402. Fax: (201) 269-1109. ■

Will the GASB rule changes hurt retirees?
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The outcome of the presidential
election could determine how
states approach health care

reform, and to what extent state dis-
parities in uninsured rates and income
eligibility for public programs narrow
or widen, according to Lisa M.
Duchon, PhD, a senior consultant at
Health Management Associates in
Washington, DC. 

Sen. Barack Obama (D-IL) sees a
stronger federal role in expanding
coverage and making care more
affordable, and shoring up employer-
based coverage. Sen. John McCain
(R-AZ) would prefer a continuation
of state innovations and leadership,
with minimal federal involvement,
and a shift toward the private, non-
group market, says Dr. Duchon. 

According to Kathleen Stoll,
health policy director of Families
USA in Washington, DC, the
majority of states are struggling in
the current recession with declining
revenues. At the same time, underly-
ing health care costs are rising, and
more people are unemployed. 

“Many will need a temporary
health care safety net for their chil-
dren and themselves,” says Ms.
Stoll. “To the extent that voters and
the public make health care reform a
top domestic priority, then we can
expect that federal resources will be
brought to bear on the problem.”

This includes both the uninsured
and underinsured—people with
insurance struggling to meet their
share of premiums and pay their
out-of-pocket costs. “States and the
federal government must have a
financial partnership that states can
rely on,” says Ms. Stoll. 

States are—and have been for a
long time—willing to step up to the
plate, she says. “With the federal
government also making an invest-
ment in health care reform a priority,

states will have confidence to move
forward.”

A federal solution to health care
reform will help level the differences
between states on the rate of unin-
sured in the population, and reduce
the rate overall in the nation, says
Ms. Stoll. Most states are struggling
to provide solutions within the rev-
enues available to them at the state
level, she adds. 

“Some states have more flexibility
in their state budgets than other
states. But no states can—over the
long term—do it alone. We need
federal leadership and federal invest-
ment,” says Ms. Stoll. 

Sen. Obama’s plan proposes a
“hybrid” health care reform plan that
blends public and private approaches
to health insurance, to maximize the
choice of health plans that consumers
have available. “This recognizes the
importance of building health care
reform on top of a uniform founda-
tion—the public programs, Medicaid
and CHIP, that serve our very lowest
income and most vulnerable popula-
tions,” says Ms. Stoll.

She notes that this foundation
will require a fair state-federal part-
nership and a fair investment from
the federal level. “Sen. Obama’s
health care reform plan would
reduce uninsured rates across all
states, reduce health insurance pre-
mium increases, and give people
choices of health insurance plans,”
says Ms. Stoll. 

Not all circumstances are ‘dire’
“With state budgets looking rela-

tively bleak right now, we’re not
going to see tons of new programs,”
predicts Sonya Schwartz, a researcher
with the National Academy for State
Health Policy in Washington, DC.
“Without additional federal assis-
tance, states will be challenged to

maintain what they have. And I hope
they will be able to.”

Depending on the election’s out-
come, however, “we may see a CMS
with a different outlook on how
they work with states,” says Ms.
Schwartz. “One issue of concern has
been the lack of transparency in the
financing and waiver process. States
have received very different deals. I
don’t know if it will improve, but
that is one thing we would hope for
to change, whether it’s a McCain or
Obama administration.”

Another issue that could impact
states is the budget neutrality
requirement as part of S. 1115
waivers. “That requirement is not in
statute—it is really part of the
administration’s own initiative. So
there is some ability to change that,”
says Ms. Schwartz. “The Bush
administration has tried to move
federal Medicaid funds from fund-
ing uncompensated care to cover-
age. When budgets improve, there
might be more opportunities for
states to use these types of
approaches to expand coverage.”

Despite budget cuts, “there are
some states that are not in a deficit
and even have a surplus,” says Ms.
Schwartz. “And there are some states
facing budget challenges that are still
making improvements in health care
programs. It all depends on whether
health care is made a priority.”

HIT is key issue
Both nominees support an infu-

sion of federal investment in health
information technology (HIT) to
advance adoption of electronic med-
ical records. “This may give states
greater ability to leverage their own
resources for HIT,” says Ms.
Duchon. 

Federal incentives to adopt HIT
are critical to moving forward with
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How will election’s outcome affect state health care reform?
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an interoperable system among all
health care providers, says Ms. Stoll.
“A much-needed infusion of federal
resources will allow states to better
target their resources, and provide
additional assistance to providers

who serve a greater portion of low-
income people and have tighter
margins that do not allow for invest-
ment in HIT.”

Contact Dr.. Duchon at (202)
785-3669, ext. 15, fax: (202) 833-

8932. E-mail: lduchon@health
management.com. Web: www.health
management.com. Contact Ms. Stoll
at (202) 628-3030, fax: (202) 347-
2417, e-mail: info@familiesusa.
org. ■

Little changes can make a big
difference. Although that mes-
sage still is seen as counterin-

tuitive by some health care experts,
Trust for America’s Health (TFAH)
has concluded that an investment of
$10 per person per year in proven
community-based programs to
increase physical activity, improve
nutrition, and prevent smoking and
other tobacco use could save the
country more than $16 billion a
year within five years, or a return of
$5.60 for every $1 invested.

TFAH executive director Jeffrey
Levi, PhD, says prevention often is
not seen as a viable cost-saving
option by those who work on health
care budgets in Washington, DC,
but research has been proving the
value of prevention activities. That
research has been advanced by the
TFAH work, which he says is the
first community-level study to esti-
mate the difference prevention can
make.

Of the estimated annual savings
of $16 billion, the report says,
Medicare could save more than $5
billion, Medicaid more than $1.9
billion, and private payers more
than $9 billion. The report’s focus is
on disease prevention programs that
don’t require medical care and target
communities or at-risk community
segments. Examples include provid-
ing access to affordable nutritious
foods, increasing sidewalks and
parks in communities, and raising
tobacco tax rates.

The estimated returns on invest-
ment are from a model developed

by researchers at the Urban Institute
and a review of evidence-based stud-
ies conducted by the New York
Academy of Medicine. The
researchers found that many effec-
tive prevention programs cost less
than $10 per person and that they
have succeeded in lowering rates of
diseases that are related to physical
activity, nutrition, and smoking. 

“The evidence shows that imple-
menting these programs in com-
munities reduces rates of Type 2
diabetes and high blood pressure by
5% within two years; reduces heart
disease, kidney disease, and stroke
by 5% within five years; and
reduces some forms of cancer,
arthritis, and chronic obstructive
pulmonary disease by 2.5% within
10-20 years,” the report asserts.

The researchers note that their
savings estimates cover only medical
cost savings and don’t include the
likely significant gains that could be
achieved in worker productivity and
enhanced quality of life. They say
they built the model to yield conser-
vative savings estimates, using low-
end assumptions for the impact of
programs on disease rates and high-
end assumptions for costs.

The model also shows estimated
state-specific savings ranging from a
return-on-investment of 3.7:1 in
Utah (saving $89 million) to 9.9:1
in Washington, DC ($57 million).
Projected five-year savings range
from $29 million in Wyoming to
$1.7 billion in California. Dr. Levi
says the variations from state to state
relate to differing underlying health

care processes in the states.
The researchers say they evaluated

84 studies to develop the assump-
tions for the drops in disease rates
and the programs’ costs. Examples
of the types of studies include pro-
grams that: 

• keep schools open after hours
where children can play with adult
supervision; 

• provide access to fresh produce
through farmers markets; 

• make nutritious food more
affordable and accessible in low-
income areas; 

• require clear calorie and nutri-
tion labeling of foods; 

• provide young mothers with
information about how to make
good nutrition choices; 

• offer information and support
for people trying to quit smoking
and other tobacco use; 

• raise cigarette and other tobacco
tax rates.

To build the model, the
researchers evaluated which diseases
can be affected by improving physi-
cal activity and nutrition and pre-
venting smoking and other tobacco
use; how effective programs are at
reducing disease rates; the current
rates of these diseases and current
annual costs for treating them; and
the amount that could be saved if
disease rates were reduced based on
the estimates.

Download the report at healthy
americans.org/reports/prevention08/
Prevention08.pdf. Contact Dr. Levi at
(202) 223-9870.) ■

$10 a person equals $16 billion annually 
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