
The no-baby sweepstakes have
begun. Final rules for snag-
ging the bonus available to

states that reduce their out-of-wed-
lock birthrate were published in the
Federal Register in mid-April. The
rules specify how to win the cash car-
rot dangled in front of states through
the 1996 welfare reform legislation,
the Personal Responsibility and Work
Opportunity Reconciliation Act.

About two-thirds of the states have
taken specific steps to win the bonus,
according to a recent report by the
Alan Guttmacher Institute in New
York City. States’ efforts fall into three
categories: programs and polices
designed to increase contraceptive use

among welfare recipients and other
low-income women; activities to pre-
vent pregnancy among teen-agers;
and grants to support local initiatives
for both adults and teen-agers.

For four years, beginning in fiscal
year 1999, the federal government
will apportion $100 million equally to
up to five states that achieve the great-
est declines in out-of-wedlock births.
If fewer than five states qualify—win-
ners also must reduce their abortion
rate—each will receive $25 million.

The Department of Health and
Human Services (HHS) recognized
several comments that challenged the

States would not need a waiver to
expand Medicaid family plan-
ning services to women with

incomes of up to 185% of the
poverty level under a bill recently
introduced into Congress.

The Family Planning State
Flexibility Act of 1999 by Sen. John
Chafee (R-RI) and Sen. Dianne
Feinstein (D-CA) is spurred, in part,
by good news from states that have
implemented waivers to expand the
length and income eligibility of their
Medicaid family planning services.
Healthy enrollment figures and
improved outcomes are raising the

question of whether the burden of the
section 1115 waiver process can be
justified instead of a simple program-
matic option open to states.

“Increasingly, the waiver process is
being seen as part of the problem,
rather than part of the solution,” says
Rachel Benson Gold in the April
1999 issue of The Guttmacher Report
on Public Policy.

Existing waivers take two general
forms. The first extends family plan-
ning coverage for women receiving
Medicaid maternity benefits; the sec-
ond makes family planning available
to women who would not otherwise

be eligible for Medicaid at all. 
“The challenge is to find the

women,” says Ms. Gold. She notes,
however, that the states are armed
with skills and expertise learned dur-
ing a similar expansion of maternity
coverage in the 1980s.

States in the mid-1980s were
required to expand Medicaid mater-
nity care to women with incomes of
up to 133% of the federal poverty
level and could, at their discretion,
extend the income cap up to 185% of
poverty. 
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“That was something states
worked very hard on throughout the
1980s, and I think those lessons can
be brought to bear in this situation as
well,” she says.

South Carolina in 1993 was one of
the first states to take advantage of its
ability to expand Medicaid family
planning. Services under a waiver
provision are available postpartum for
22 months, as opposed to the six-
month period under conventional
Medicaid. Two years ago, South
Carolina expanded coverage to all
women with incomes of up to 185%
of poverty, regardless of whether the
women had any previous Medicaid
coverage.

Delivering the goods
Part of the incentive to expand

Medicaid coverage undoubtedly is the
generous 90/10 federal match for
family planning services. State offi-
cials are quick to point out where the
investment in expanded coverage has
reaped financial and programmatic
results.

Before Rhode Island expanded its
family planning program in 1993,
20% of women with a Medicaid-
funded delivery had become pregnant
again within nine months. Some
42% delivered again during the 18-
month interbirth window recom-
mended to protect the health of the
mother and child. Two years of
expanded family planning coverage

under RIte Care reduced the propor-
tion of Medicaid deliveries within the
18-month interval to 31%, roughly
comparable to the experience of
women with private health coverage. 

While Rhode Island officials report
Medicaid cost savings associated with
the longer interbirth interval, the
administrator of the RIte Care pro-
gram says such savings were not the
goal of the initiative.

“Other states do Medicaid man-
aged care to cut costs, and that clearly
was not our goal. Our goal is to
increase quality and to increase access
to care,” says RIte Care administrator
Tricia Leddy.

Ms. Leddy credits a “totally
restructured” delivery system with
the success of the program. In order
to get access to the state’s Medicaid
business, about 80,000 people
accounting for 9% of Rhode Island’s
population, plans had to make avail-
able to Medicaid enrollees any
provider serving commercial mem-
bers. “Contract mainstreaming”
expanded the Medicaid provider
panel to include virtually all of the
state’s 950 licensed physicians, up
from 350 just five years before.

“We realized that just making fam-
ily planning services more accessible

and available to the population we
were going to cover—pregnant
women and existing eligibles—would
not be enough,” says Ms. Leddy.

The state had to implement a “not
insignificant” increase in provider pay-
ments in order to make the require-
ment feasible, Ms. Leddy says, but the
emphasis on primary and preventive
care improved clinical outcomes. For
example, annual emergency visits
dropped from 750 to about 400-450
per thousand among the former Aid
to Families with Dependent Children
population.

Unlike the rest of the country,
California in 1996 responded to wel-
fare reform with a state-only family
planning program for low-income
women and men. As in Rhode Island,
implementation focused on expand-
ing the provider network.

The program, dubbed Family
Planning, Access, Care and Treat-
ment (PACT), offers family planning
services to California residents at or
below 200% of poverty with no
other source of coverage. State offi-
cials in April applied for a waiver
from the Health Care Financing
Administration that would draw
down the 90% federal match for
Medicaid family planning services,
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States with Medicaid Waivers Extending
Family Planning Coverage

To women who lose Medicaid coverage To women solely on the
... at the end of the ...for any reason basis of income
postpartum period
Alabama (2 years)* Delaware (2 years) Arkansas (133%)
Arizona (2 years) New Mexico (185%)
Florida (22 months) Oregon (185%)
Illinois (10 months) South Carolina (185%)
New York (22 months)
Rhode Island (2 years)
South Carolina 
(22 months)

*Mobile County only

Source: Alan Guttmacher Institute, New York City.

“Other states do Medicaid

managed care to cut

costs. Our goal is to

increase quality and

increase access to care.”

Tricia Leddy
RIte Care Administrator



but they plan no other major
changes to the program.

“Now, we really want to show
what it can do,” says Jan Treat, RN,
chief of the clinical services section for
California’s family planning program.

As of April 1999, Family PACT
had enrolled 2,400 providers and 1.4
million clients. The provider network,
previously restricted to government or
community-based clinics, grew from
a modest 115 contractors. State offi-
cials credit the impressive client base
with simple enrollment procedures
that take just a few minutes, rely on
patient-self report, and can be com-
pleted in a physician’s office. Eligi-
bility is certified annually.

Ms. Gold calls California’s initia-
tives “dramatic,” and notes that the
state has built on existing skills and
that its successes can be replicated
elsewhere.

“What we’re seeing from California
is that this is doable,” she says.

California officials say the program
helped to lower the state’s teen-age
birthrate by 8% between 1996 and
1997, to 56.7 per thousand. The
drop is consistent with state and
national trends, but program officials
note that the 96-97 drop was three
times the size of the national decline
in teen-age births and was seen across
all major ethnic groups. The governor
has budgeted $135.9 million for the
program in 1999-2000.

Contact Ms. Treat at (916) 657-0764
and Ms. Gold at (202) 296-4012. “State
Efforts to Expand Medicaid-Funded
Family Planning Show Promise” is found
on the Internet at http://www.agi-
usa.org/pubs/journals/gr020208.html.  ■
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Philadelphia’s Medicaid HMOs share data 
to tackle city’s poor pregnancy outcomes 
Data warehouse worries privacy advocates

In an innovative, community-based
approach to improving Medicaid
birth outcomes, three HMOs serv-

ing virtually all pregnant Medicaid
enrollees in the Philadelphia area are
pooling their patients’ clinical infor-
mation to design targeted health pro-
motions and interventions.

With Philadelphia’s low-birth-
weight rate more than double the
Healthy People 2000 goal, area health
officials long have recognized the
need to better identify and manage
at-risk pregnant women. Officials
constructing a clinical data warehouse
already report their “first big wow,”
the capture of uniform clinical data
on an astounding 13,000 women in
southeastern Pennsylvania, 90% of
prenatal clients in the area’s manda-
tory Medicaid rollout. 

The first reports to come from the
system will likely be prevalence statis-
tics on various risk behaviors, fol-
lowed by risk-adjusted outcome
reports. 

“The big question is whether there
is anything anyone can do once 
a woman is pregnant that has an
effect on the outcome, and the jury 
is still out on that,” says Richard
Baron, MD, president and CEO of
Healthier Babies, Inc., the new non-
profit corporation formed to operate
the data warehouse. Because medical
intervention in a pregnancy “doesn’t
seem to make much difference” in
birth outcomes in large populations,
Baron expects Healthier Babies will
look first at nonmedical interven-
tions such as smoking cessation pro-
grams in conjunction with local
health departments. 

The electronic database is linked 
to the state Department of Health’s
birth certificate database, making it
possible to track a patient’s status from
presentation through prenatal care to

delivery. Managed care organizations
in HealthChoices, Pennsylvania’s
Medicaid managed care program,
soon will be able to use the system 
for reports required by the state
Department of Public Welfare.

But the project’s population-based
approach has faced enormous obsta-
cles in coordinating providers and
addressing concerns about the confi-
dentiality of data.

“We’re concerned about the cre-
ation of any database that includes
information on psychosocial issues
such as this that could be used to take
punitive action against pregnant
women,” says Carol Tracy, executive
director of the Women’s Law Project
in Philadelphia. “Despite romantic
notions to the contrary, public policy
is usually punitive against pregnant
women. They are held to a much
higher standard, especially if they
engage in behaviors that people don’t
approve of.”

When HealthChoices came to the
five-county Philadelphia area, it was
clear that success would depend in
large part on the ability of the four
participating managed care organiza-
tions to identify and manage at-risk
pregnant women. Because all
Medicaid pregnant women can be
considered at some risk because of
many medical and social factors, it
was necessary to channel resources
toward those who were at very high
risk. The problem was how to iden-
tify those people.

“You can’t identify them from
claims data,” says Mr. Baron. “You
need clinical information.”

Mr. Baron, former chief medical
officer of Health Partners, the only
nonprofit HMO serving the
Medicaid market in Philadelphia,
enlisted the help of the Medicaid
plans to get clinical data from

“What we’re seeing from

California is that this is

doable.”

Rachel Benson Gold
Alan Guttmacher Institute
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providers seeing Medicaid enrollees.
The form was kept simple, and plans
made completion a requirement of
their physicians.

He says the second “wow” is that
the database works “the way it is sup-
posed to.” With three mouse clicks, a
provider can identify all the women
using cocaine in a particular MCO,
get the individual history on each
one, and read the text from each
woman’s last visit to the doctor. The
participating MCOs are on-line with
the system and can customize reports.

Mr. Baron says some lawyers have
raised the possibility that the uses pro-
posed for the Healthier Babies data
violate federal protections for drug
and alcohol statistics and the state’s
confidentiality laws pertaining to
HIV. The Women’s Law Project has
opposed the program, citing a South
Carolina incident in which two preg-
nant women were charged with child
abuse and jailed, one for five years
and one for eight years, for substance
abuse during pregnancy. Both women
delivered healthy babies.

Ms. Tracy says she is concerned
that even though individual identi-
fiers are to be kept confidential by the
HMOs, there could be aggregate data
on elective abortions, history of sub-
stance abuse, and history of child-
hood sexual abuse that could work
against all women. She says while she
recognizes the importance of such
information in developing health pro-
grams, she is uneasy because the
women who are interviewed don’t
know how the information in the
database will be used. 

“The project is well-motivated,”
says Ms. Tracy, “I just wish they had
done the data collection on white
men first.” 

Ms. Tracy says she believes the
value the HMOs see in this effort is
that they might be able to convince
state officials that because of the 
significant psychosocial problems in
this population, additional funds are
needed through the HealthChoices

program. “I understand the signifi-
cance of that and also the fact that
many people think it is phenomenal
that the HMOs are working together.
But balanced against that is the poten-
tial use of information that could be
harmful to an individual woman or
harmful to everyone in the aggregate.” 

While Ms. Tracy concedes it may
be possible to address some of her
group’s questions dealing with indi-
vidual identifiers, she says her group
still is concerned that the aggregate
data “may be used not to increase
social service programs but to tighten
drug abuse laws and take children
away from their mothers.”

Mr. Baron says Healthier Babies is
merely facilitating access to already
available information. He notes
Healthier Babies has developed a cor-
porate structure geared to deal with
confidentiality concerns of all the
constituencies, from advocates for
women to the managed care organi-
zations who feared public scrutiny of
their efforts. “We realized one way to
address this was to have a governance
structure that involves all the con-
stituencies, and make a policy on dis-
closure one of the primary board
responsibilities.”

Even though Health Resources
Management (formerly Oxford
Health Plan) encountered financial
problems and couldn’t afford to 
continue with the program, Healthier

Babies has continued with Health
Management Alternatives, Health
Partners, and Keystone Mercy Health
Plan, which together cover nearly
90% of the Medicaid population in
the region. In addition, Healthier
Babies and Philadelphia officials are
discussing expanding the program to
uninsured women served by city clin-
ics, most of whom eventually are
enrolled in Medicaid. 

Even without every plan, substan-
tial physician overlap among HMOs
means most of the city’s Medicaid
providers participate in Healthier
Babies. Collectively, they contribute
about 1,700 encounter forms a week.

“We think the data have some face
validity,” says Mr. Baron. “For
instance, we’re showing tobacco use
in the low 20%, and that’s near what
generally has been reported.”

One of the mistakes Healthier
Babies made in establishing the pro-
ject, Mr. Baron says, was underesti-
mating the amount of effort needed
to create the provider database.
Internally, the database had to deal
with multiple entries and other prob-
lems. Externally, the bankruptcy of
the Allegheny Health System made it
difficult to trace physicians as they
switched from hospital-owned prac-
tices back to private practice.

The Robert Wood Johnson Foun-
dation provided the project’s first-year
planning funds of $138,000. A later
grant for $332,000 from the Center
for Health Care Strategies, a founda-
tion national program office, sup-
ported creation of the database and
evolution of the effort to its own non-
profit corporation. Healthier Babies’
$600,000 annual operating budget is
supported through user fees paid by
the HealthChoices HMOs, following
a formula based on market share for
each plan. Report sales also generate
income for the project.

Contact Mr. Baron at (215) 985-
2517 and Ms. Tracy at (215) 928-
9801.  ■

“We’re concerned about the

creation of any database

that includes information 

on psychosocial issues such

as this that could be used 

to take punitive action

against pregnant women.”

Carol Tracy
Executive Director,
Women’s Law Project
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legitimacy of the law itself. Such com-
ments held that that a competitive
bonus is not an appropriate way to
reduce out-of-wedlock births, that
efforts to reduce such births should
not place the burden solely on
women, and that policies addressing
single-parent families should not
place unreasonable burdens on men. 

A state winning a bonus must use it
to support activities within the federally
funded Temporary Assistance to Needy
Families (TANF) program. Advocates
and others were disappointed that the
final rule does not require any report-
ing on how states used the money to
address out-of-wedlock births.

“This is a creative approach,”
acknowledges Rebekah Saul, a public
policy associate with the Alan
Guttmacher Institute. “If we’re going
to take a creative approach, we ought
to learn something from it. Instead,
it’s as though we’re saying, ‘We’ve got
this problem, let’s just throw some
money at it.’”

To develop the ranking, federal offi-
cials will compare a state’s two-year out-
of-wedlock birth rate (based on the
most recent data available) with a rate
describing the previous two years. The
data source will be information already
compiled by the National Center for
Health Statistics (NCHS), a strategy
chosen to ensure that data are compa-
rable across states and that states do not
have to assume additional administra-
tive tasks. Given the current availability
of data from NCHS, federal officials
expect to base the first-year 1999
bonuses on a comparison of a state’s
1996-97 rate with the 1994-95 rate.

The bonus will go to the states
with the largest proportional decline
in the rate, assuming they have met
other requirements in the law. The
bonus goes only to states and territo-
ries that document a decline, so less
than $100 million may be awarded if
fewer than five states meet that test.

The use of a rate rather than the
absolute number of out-of-wedlock
births troubles Wendell Primus, direc-
tor of income security at the Center
for Budget Policies and Priorities in
Washington, DC. Primus says while a
rate is effective in minimizing the
effect of population growth or decline
in a state, it also has limitations. He
notes that the rate of out-of-wedlock
births—as measured by the ratio of
such births to all live births—is
affected by the extent to which mar-
ried women have children, which is
outside the scope of the legislation.

HHS officials did incorporate sev-
eral features that they say level the
playing field among large and small
states vying for the bonus, including
the use of a two-year comparison
period for birth data and the calcula-
tion of a proportionate rather than
absolute change in the ratio.

The Guttmacher analysis suggests
that even second-year awards proba-
bly won’t reflect whatever states have
done with the grants available under
the TANF provisions of the welfare
reform legislation. Author Patricia
Donovan suggests, rather, that expan-
sion of Medicaid-funded family plan-
ning services enacted before and
concurrent with passage of the welfare
reform law might have some impact
on the early bonus awards. (See
related story, p. 6.)

Mr. Primus at the Center for
Budget Policies adds demographic
changes and other social programs to

the factors other than state TANF
projects that could affect the rate of
out-of-wedlock births. “We will
award money, but whether this had
anything to do with a state’s efforts
will be only by accident,” he says.

The Guttmacher analysis chronicles
a staggering variety of recent efforts to
reduce nonmarital births, even among
states that have concluded they have
little chance of winning the bonus.
Ms. Donovan credits the bonus with
“galvanizing” states to address the
problem, but says the availability of
TANF block grants is a “critical factor”
supporting these initiatives.

She reports that in Alaska, for
example, some officials worry that the
state’s decision to end Medicaid cover-
age of abortions in July 1998 will cut
the abortion rate but increase the rate
of unintended births. Nevertheless,
Alaska is aggressively pursuing the
bonus with $350,000 for family plan-
ning services in fiscal year 1999 TANF
funds and another $75,000 for a
media campaign the subsequent year.

Strategies for collecting abortion
data proved controversial among
those reviewing the proposed rule. As
detailed in the final rule, states must
have a current elective abortion rate
lower than the rate in 1995 to be eli-
gible for the bonus.

The final rule gives states the
option of documenting their abortion
rate using data on all procedures per-
formed in the state or just procedures
among state residents. Some com-
ments on the proposed rule suggested
that using a rate generated from
providers in a defined area as opposed
to a resident-based rate could create
an incentive for a state to reduce the
availability of abortion services. The
resident-specific rate is preferable, say
federal officials, but they add that
abortion data collection procedures
and requirements among states vary
too much to require its use.

Contact Ms. Saul at (202) 296-4012
and Mr. Primus at (202) 408-1080.  ■

States seek last place in nonmarital births 
Continued from page 1

“We will award money, but

whether this had anything

to do with a state’s efforts

will be only by accident.”

Wendell Primus
Director of Income Security, Center
for Budget Policies and Priorities
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No good deed goes unpun-
ished. That’s the position of
several states that want to

ease the strict prohibition against
using federal Children’s Health
Insurance Program (CHIP) funds to
boost existing efforts to insure chil-
dren. But advocates for children
worry that any chipping away at the
new federal program opens the door
for a significant compromise of the
program’s mission.

“Before CHIP is modified, states
need to take full advantage of how
high the CHIP dollars can go,” says
Greg Haifley, deputy director of the
Children’s Defense Fund’s health divi-
sion. “It’s a little uncomfortable to talk
about using new money to do what
states already have promised to do.”

As some state officials lobby Con-
gress to amend Title XXI, a recent
informal survey by the National
Governors’ Association estimates that
since October 1997, CHIP has
insured just under 900,000 children
who weren’t previously covered. That’s
well off the pace necessary to cover the
five million hoped to be insured in the
first five years of the program. The
Health Care Financing Admini-
stration announced a slightly higher
estimate in late April, 982,000, and
insisted the glass was half full.

“One million children in one year
is an amazing achievement since
states are at various stages of imple-
mentation,” HCFA administrator
Nancy-Ann DeParle said in announc-
ing the enrollment figures.

Still, the NGA survey and a
March 1998 Urban Institute analysis
saying states would have a hard time
spending their CHIP allotments have
renewed questions about the number
of uninsured children and the effec-
tiveness of CHIP in reaching them.

The problem shows up in greatest
relief in states that already were cov-
ering children at or above the CHIP
threshold of 200% of poverty when
the program was implemented. Some
say by targeting states with more
uninsured children, CHIP penalizes
those states that have had the greatest
success to date in addressing the
problem.

“Broad-coverage states are being
doubly penalized by being leading
health care innovators,” says Frank
Ullman, lead author of the Urban
Institute study. “Not only do these
states receive smaller allotments under
CHIP, but the states have little ability
to access the money because of their
previous efforts to offer generous cov-
erage. This, in my view, is a serious
inequity.”

For example, when the Balanced
Budget Act took effect in October
1997, Minnesota, Washington,
Hawaii, and Vermont already covered
children above the CHIP ceiling of
200% of the federal poverty level.
Each has had difficulties using avail-
able CHIP funding. It’s unlikely that
a single set of reforms would please all
four states, even if HCFA and
Congress could be persuaded to con-
sider changes in the program.

Minnesota filed a minimal plan for
fiscal year 1998, designed only to
assure that its CHIP allotment during
the first three years would not be real-
located to other states. In the mean-
time, Minnesota went about working
on strategies to draw down CHIP
funds through its state program,
MinnesotaCare, or subsidies of
employer-based coverage. 

Frustrated in these efforts,
Minnesota officials now are lobbying
Congress to amend Title XXI to allow
more CHIP funds to flow into the
state. The focus is expanding the
allowable uses of the 10% allotment
for special initiatives and the circum-
stances under which HCFA can grant
Title XXI waivers.

“We were proud that we set up the
program when people thought it
couldn’t be done,” says Minnesota
Medicaid director Mary Kennedy.
“Now we are sitting here with our
legislators and taxpayers saying, ‘This
isn’t right.’”

MinnesotaCare, an outgrowth of a
1988 children’s insurance program,
serves about 56,000 children under
the age of 21, about 38,000 parents,
and about 12,000 adults without
children. Current legislative proposals
for a waiver to subsidize employer-
based CHIP coverage combine
Medicaid and CHIP funding as well
as an employee contribution toward
the premium. If implemented, the
current plan would cover about 6,000
to 7,000 people and draw down only
about $3.3 million of the state’s 1999
allocation of just over $28 million.

“In essence, Minnesota’s taxpayers
are subsidizing children’s coverage in
neighboring states,” observes Mr.
Ullman.

Washington state has yet to even
submit an initial plan. At press time,

States with best history of covering children 
need more flexibility in spending CHIP funds
HCFA, NGA applaud enrollment of about 1 million, but rules penalize existing programs

“It’s a little uncomfortable

to talk about using new

money to do what states

already have promised 

to do.”

Greg Haifley
Deputy Director, health division
of the Children’s Defense Fund
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legislators were considering a variety
of CHIP plans to extend coverage
beyond the existing Medicaid thresh-
old of 200% of poverty. The propos-
als, which would insure between
1,000 and 10,000 children, also serve
as a bargaining chip in the state’s
quest to push the envelope.

“The message has come back that
if you want a fix to your current situa-
tion, you’re going to have to do some
sort of CHIP expansion,” says Roger
Gantz, a health policy advisor within
the state’s Department of Social and
Health Services.

When CHIP was implemented,
Vermont had both a generous
Medicaid threshold—225% of
poverty—and covered almost 20% of
the state’s 590,000 residents through
one or more health insurance pro-
grams. Through income disregards
and other mechanisms, Vermont offi-
cials are using CHIP to cover previ-
ously uninsured children in families
with incomes between 225% and
300% of the federal poverty limit. 

The state CHIP plans call for the
enrollment of 1,000 previously unin-
sured children; currently there are 849.
Sometimes state officials wonder
whether the enhanced CHIP match is
worth the administrative cost of a sepa-
rate program, particularly because the
CHIP kids could be covered under the
state’s section 1115 Medicaid waiver
program.

“The cost of administration for
1,000 eligibles is the same as for
70,000 eligibles,” says Ann Rugg, a
managed care senior administrator in
the state’s Department of Social
Welfare. “At what point does the
effort outweigh the reimbursement?”

Vermont officials have no plans to
leave the program or to lobby
Washington to give state officials a
bigger crack at the state’s allotment,
which in 1999 is about $3.5 million.

Hawaii isn’t actively pushing for a
CHIP fix either, says Pearl Tsuji, a
program specialist within the state’s
Medicaid managed care program.

When the Balanced Budget Act was
approved in 1997, Hawaii provided
Medicaid eligibility to residents at or
below 300% of the federal poverty
level, but required premiums from
enrollees in certain age and income
brackets. When revenue shortfalls
forced the state to cut off eligibility
completely to individuals paying pre-
miums, Hawaii argued successfully
that the move didn’t represent a
reduction in effort.

“Our stance is that although we
lowered our standards, federal
Medicaid funds were not being spent
on these individuals,” Ms. Tsuji says.

Hawaii’s CHIP plan, approved
Jan. 19, 1999, expands Medicaid cov-
erage among children ages 1-5 from
133% to 185% of the federal poverty
level. Legislators are discussing a grad-
ual expansion of coverage for older
children, which now is at 100% of
the federal poverty level.

The Balanced Budget Act gave
existing programs in three states—
New York, Pennsylvania, and
Florida—status as potential CHIP
providers, but said such programs had
to maintain their existing level of cov-
erage. The requirement has not been
a problem for Florida, whose Healthy
Kids program was sizable but not yet
statewide when CHIP was imple-
mented. Pennsylvania, by compari-
son, already had a statewide program
when CHIP was implemented in
1997. The state has used income dis-
regards to expand the universe of
150,000 eligible children by about
24,000, says Pennsylvania’s CHIP
executive director Pat Stromberg.

The author of the Urban Institute
study counsels patience to those states
frustrated by statutory and adminis-
trative hurdles in expanding CHIP to
its fullest potential. “Even if states like
Minnesota have trouble using CHIP
funds at the outset, it’s likely, if his-
tory is any guide, that some changes
in the program will be made to make
sure the CHIP allotments are spent,”
says Mr. Ullman.

Contact Mr. Haifley at (202) 662-
3541, Mr. Ullman at (202) 833-7200,
Ms. Kennedy at (651) 297-5418, Ms.
Tsuji at (808) 692-8080, and Mr.
Gantz at (360) 586-6510.  ■

Teen birth, abortion
rates continue 
downward trend

The teen birth rate declined
by 16% from 1991 to
1997, with all states

recording a decline in the birth
rate of 15- to 19-year-olds during
that time period, the Depart-
ment of Health and Human
Services (HHS) announced in
April. It is the sixth year in a row
that the teen birth rate has
declined.

Teen birthrates declined for
white, black, American Indian,
Asian or Pacific Islander, and
Hispanic women aged 15-19.
The HHS report also found 
a continued decline in out-of-
wedlock births, record high lev-
els of women getting early
prenatal care, and the lowest rate
ever reported of smoking by
pregnant women.

An Alan Guttmacher analysis
of teen pregnancy also released
in April estimates that the abor-
tion rate among women aged
15-19 also has declined signifi-
cantly during the same period,
from 35 abortions per 1,000 in
1992 to 29 per 1,000 in 1996.
Researchers noted that the abor-
tion rate declined in every state
between 1985 and 1996, but
noted that analysis is compli-
cated by the impact of variation
in legislation affecting abortion.

The HHS report, “Births:
Final Data for 1997,” is found
on the Internet at www.cdc.gov/
nchswww. The Alan Guttmacher
report is found at www.agi-
usa.org.  ■
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Two new studies indicate
Medicaid programs to help
the low-income elderly meet

the cost-sharing requirements of
Medicare are falling short of the
mark, prompting reintroduction of
federal legislation that would auto-
matically enroll dual-eligibles. 

“It’s hard to bring attention to this
population because it’s not particu-
larly vocal,” says JoAnn Lamphere,
DrPH, a senior policy advisor with
the Public Policy Institute of the
American Association of Retired
Persons in Washington, DC. “These
are older people; most of them are
women. They’re just kind of quiet
about things.”

Jump-starting enrollment
Rep. Pete Stark (D-CA), who

requested a General Accounting Office
(GAO) report on the programs known
colloquially as “quimby” and “slimby,”
has responded to the findings by rein-
troducing, with Rep. Jim McDermott
(D-WA), a proposal to allow the Social
Security Administration (SSA) to
jump-start the enrollment process for
eligible beneficiaries. Based on income
information supplied by the Internal
Revenue Service, the SSA would notify
eligible beneficiaries that they are auto-
matically enrolled in the program
unless the SSA received information
that indicated they were not qualified.

At the same time, the SSA is test-
ing strategies in Massachusetts and 11
communities in six other states to
streamline the program’s outreach
enrollment strategies.

The April GAO report found that
2.2 million Medicare beneficiaries are
not receiving the cost-sharing assis-
tance for which they are eligible under
the federal Qualified Medicare
Beneficiary (QMB) or Specified Low-

Income Medicare Beneficiary (SLMB)
programs. About 68% are women
and 32% are 80 years of age or older.
Enrollment in the QMB or SLMB
programs represents only about 57%
of those eligible, the GAO found.

The Health Care Financing
Administration “shares GAO’s con-
cern” about the QMB and SLMB
enrollment and is making access to
eligibles “a high priority,” said HCFA
administrator Nancy-Ann DeParle in
response to the GAO report. The
administration is developing a
resource guide to help states identify
and enroll those eligible for both
Medicare and Medicaid, the so-called
dual eligibles.

About 2.5 million elderly people
on Medicare also meet their states’
requirements to be eligible for full
Medicaid benefits. While Medicare is
primary in these instances, Medicaid
adds crucial coverage for prescription
drugs and long-term care, which gen-
erally is not available under Medicare.
Those with full Medicaid benefits
also receive payment for Part B (out-
patient) Medicare coverage.

The QMB and SLMB programs
are among a constellation of Medicaid
programs for the elderly who are not
eligible for full Medicaid benefits but
who still need assistance with their
health care expenses. Under QMB,
state Medicaid programs are responsi-
ble for the Medicare premiums,
deductibles, and coinsurance for
Medicare beneficiaries who have
incomes at or below 100% of the fed-
eral poverty level, or about $8,050
annually in 1998 for an individual.
The SLMB program is for those who
are slightly better off; it requires
Medicaid to pick up the Medicare part
B premium, but not the deductibles or
coinsurance, for beneficiaries with

incomes above 100% but below 120%
of the federal poverty level.

Although the benefits under QMB
and SLMB seem modest—the
monthly part B Medicare premium in
1998 was $43.80—the programs “aid
in the financial well-being of low-
income Medicare beneficiaries,” says
an analysis by AARP and Princeton,
NJ-based Mathematica Policy
Research. The report, co-written by
Ms. Lamphere and Mathematica’s
Margo Rosenbach, PhD, notes that
the average elderly person living in
poverty spends 35% of his or her
income on out-of-pocket health care
costs. The range extends from 8% for
those with full-year Medicaid coverage
to 50% for those without any
Medicaid protection at all.

Past efforts disappointing
The current demonstration pro-

jects aren’t the federal government’s
first attempt to rectify what the
AARP calls “very low” participation
rates in QMB and SLMB. A 1994
law required HCFA to get from new
Medicare beneficiaries enough infor-
mation to determine their eligibility
for QMB and SLMB and give this
information to state Medicaid pro-
grams. In a February 1999 letter to
state Medicaid directors, HCFA offi-
cials encouraged nonparticipating
states to join the 19 that regularly
receive the agency’s “leads data,” the
result of its screening for QMB and
SLMB eligibles. 

Contact Ms. Lamphere at (202)
424-3902. GAO report HEHS-99-61,
“Low-income Medicare Beneficiaries:
Further Outreach and Administrative
Simplification Could Increase Enroll-
ment,” can be ordered from GAO at
(202) 512-6000 or downloaded from
the Web at www.gao.gov.  ■

Stark reintroduces legislation to help enroll 
dual-eligibles in Medicaid cost-sharing benefit
Advocates are frustrated by ‘very low’ participation
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More than two-thirds of 
the rural facilities desig-
nated as limited access 

hospitals under a 1989 law have re-
enlisted under an updated version 
of the program, according to an
analysis by the North Carolina Rural
Health Research Program.

The count of facilities designated
as Medicare critical access hospitals
(CAHs), which receive cost-based
reimbursement for a limited offering
of outpatient, emergency, and impa-
tient services, stands at 37 hospitals
in five states. Expansion of the pro-
gram is limited by lack of planning
funds and hospitals’ skepticism
about the financial benefits of oper-
ating as a Medicare CAH, say
researchers at the Cecil G. Sheps
Center for Health Services Research
at the University of North Carolina
at Chapel Hill. 

For any hospital to participate, its
state must get a plan approved by the
regional office of the Health Care
Financing Administration outlining
how the program will be imple-
mented. As of January 1999, 18 states
had approved plans and another three
had submitted plans.

Grant funds are available for
implementation, and the first awards
in the $25 million program will be
made in September 1999.

“A needed idea”
“This is not the answer to all of

rural health care’s problems,” says
Daniel Campion, author of a 1995
report on limited access hospitals by
the Alpha Center, a Washington,
DC-based public policy research
organization. “This is intended to
address some of the situations where
access is reduced or eliminated if the
hospital is closed.”

Mr. Campion notes that while
there is little research specifically link-
ing the decline of rural hospitals to
prospective payment, the programs
responded to a political and service
delivery need to keep rural hospitals
open.

“It’s a good idea. It’s a needed
idea,” he says. 

To receive cost-based reimburse-
ment, hospitals must be willing 
to surrender their conventional hospi-
tal license and limit the range 
and duration of the services they pro-
vide. The length-of-stay requirement
has been and likely will continue to
be a problem for limited access hospi-
tals. A General Accounting Office
(GAO) report in February 1998
noted that 21% of the inpatient stays
at limited access hospitals exceeded
the 72-hour limit then in effect, cost-
ing the Medicare program an esti-
mated $612,000 that would not have
been incurred if the limit had been
honored. The GAO calculates that
even under the more generous 96-
hour limit, “significant” costs still
would have generated beyond the
allowable length of stay—some
$295,000. 

“HCFA has not established a way
to enforce the length-of-stay limit,
and we believe one is needed to give
CAHs an incentive to adhere to the
limit,” GAO investigators concluded.
Without the days in excess of the
limit, the GAO said costs at the lim-
ited access hospitals “likely” would
have been lower than at full-service
rural hospitals.

Kansas hospitals played a major
role under the previous legislation
and plan to expand their involvement
even further under the Balanced
Budget Act. Of the state’s 130 com-
munity hospitals, 23 are expected to

be designated as critical access by the
end of the year. In addition to the 16
facilities that have transitioned from
the previous program, Kansas has cer-
tified a new critical access hospital, is
reviewing two applications, and
expects four more proposals by the
end of 1999, says Tom Sipe, director
of regulatory affairs for the Kansas
Hospital Association.

A just-completed association analy-
sis indicates that limited access hospi-
tals in Kansas are doing “marginally
or significantly” better than compara-
ble hospitals that have not chosen to
participate, he says.

“I think the program has made a

Two-thirds of participating rural hospitals 
re-enlist in revamped critical access program
More planning funds are needed, but program won’t solve rural hospital crunch

Facts About Critical
Access Hospitals

Definition: A critical access
hospital as defined in the
Balanced Budget Act must be at
least 35 miles from the nearest
hospital (15 miles in mountain-
ous terrain or in an area where
only secondary roads are avail-
able) or be deemed by the state
as a “necessary provider.”

Number of beds: The hospi-
tal can have no more than 15
acute care beds. A facility that
chooses to have swing beds can
have up to 25 inpatient beds,
but no more than 15 may be
used for acute care at any one
time.

Services: The hospital must
offer 24-hour access to emer-
gency care and limited inpatient
services. The length of stay is
limited to 96 hours, up from
the 72-hour limit in the 1989
legislation. 
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huge difference to the hospitals that
have participated in it, not only
financially but in their ability to
develop networks and relationships,”
he says. 

Moreover, he says, the program’s
been a godsend to county govern-
ments in Kansas, many of which sup-
port hospitals with local property
taxes. Mr. Sipe notes the limited
access designation helps communities
sustain their local hospitals without
huge tax subsidies.

The Balanced Budget Act discon-
tinued financial incentives for referral
hospitals to maintain formal relation-
ships with the limited access facilities.
Nevertheless, Kansas referral facilities
have “stepped up to the plate” in con-
tinuing to supply expertise and other
kinds of support to limited access
hospitals beyond the minimum
needed to ensure patient referrals, he
says.

Outpatient payment an issue
A significant and perhaps unin-

tended difference between the 1989
legislation and the Balanced Budget
Act is the elimination of inclusive part
B Medicare reimbursement. Previ-
ously, limited access hospitals could
roll professional services into their
inpatient charge and receive cost-
based reimbursement for a given
episode of care. Eliminating their
cost-based reimbursement for outpa-
tient care means rural hospitals no
longer can afford to contract with
specialty physicians for regular clinics
in rural areas.

“The fee schedule amount would
not bring these guys out to the rural
areas,” says Mr. Sipe.

Contact Mr. Campion at (202) 296-
1818 and Mr. Sipe at (785) 276-3116.
The UNC evaluation, “The First Year
of the Medicare Rural Hospital Flexibi-
lity Program,” by Susan Reif, MSW, and
Tom Ricketts, PhD, is available from the
Sheps Center at (919) 966-5541 and
can be downloaded from the Web at
www.shepscenter.unc.edu.  ■

Clip files / Local news from the states
This column features selected short items about state health care policy digested
from publications from around the country.

New York City discontinues policy of requiring two visits 
to apply for food stamps or Medicaid benefits

NEW YORK—City officials have ended their controversial policy of
requiring residents to visit a public agency twice in order to apply for food
stamps or Medicaid. The policy was an explicit attempt to discourage use of
public services and to protect the city’s social welfare budget.

The change in policy was made public in late April.  Rulings in January by
United States Department of Agriculture and a federal judge said the policy vio-
lated federal law requiring food stamps applications to be processed without delay.

New York City implemented its two-day application process in April 1998,
when it began converting welfare offices into “job centers” where caseworkers
urge the poor to rely on relatives, food pantries, and jobs rather than on public
assistance. 

After hearing testimony in a lawsuit filed by advocates for the poor, Judge
William H. Pauley III of Federal District Court in Manhattan barred the city,
which had transformed more than a third of the nearly 30 welfare offices into
job centers, from converting any more.

—New York Times, April 30

Virginia officials attack hepatitis C among prison population
RICHMOND, VA—Prison officials are dealing with a hepatitis C problem

so overwhelming that it promises, in the words of one prison official, to make
AIDS look like “a little baby.”

Since June, the Department of Corrections has been treating some of the
estimated 12,000 inmates infected with hepatitis C at a cost of about $12,000
for drugs alone. About one-tenth of the infected inmates are eligible for the
treatment under the state’s screening process.

Virginia officials say they drew from inmate treatment protocols developed
in Rhode Island and California in setting up their program.

Jean Auldridge, head of Virginia Citizens United for Rehabilitation of
Errants, praised the state’s efforts to treat as many of its inmates infected with
hepatitis C as possible.

“They’re coming out and they’re going to infect other people” unless they
are treated before they are released, she said.

—Richmond Times-Dispatch, May 3

Anti-smoking advocates blast states’ plans for tobacco settlement
WASHINGTON, DC—About one-third of the states are likely to spend

less than 2% of their tobacco settlement funds on tobacco prevention pro-
grams, according to the a report by the Campaign for Tobacco Free Kids and
the American Heart Association (AHA).

“In too many cases, state legislatures are ignoring the recent evidence show-
ing tobacco prevention programs—especially those aimed at youth—do
work,” said AHA chief executive officer Cass Wheeler.

Several states are proposing to reduce debt or taxes with the tobacco set-
tlement, the organizations’ report noted. Michigan has proposed college



scholarships and South Dakota wants to meet demands
for prisoners’ health care.

The state of Washington—whose attorney general,
Christine Gregoire, led the states’ negotiating team—was
singled out for having the most significant tobacco con-
trol effort. The state has allocated to tobacco control
$100 million of the first $323 million it is slated to
receive from the settlement.

—Campaign for Tobacco-Free Kids/American Heart
Association release, April 29

Case-mix reimbursement brings rising costs 
to Indiana nursing home budget

INDIANAPOLIS—State legislators and administra-
tors are disappointed with the first-year results of Indiana’s
case-mix reimbursement system for nursing home care—
a 15% increase in costs that is claiming $78 million more
than expected during the next two years. 

“This is very distressing,” said Rep. B. Patrick Bauer,
D-South Bend.

The case-mix reimbursement, implemented in
October, affects 500 nursing homes that care for about
27,000 Medicaid beneficiaries. Patients are classified in
one of 44 categories based on the type of care they receive.

State Medicaid Director Kathy Gifford said she was “as
surprised as anyone” by the rising costs. Representatives
from the nursing home industry challenged the accuracy
of the state’s figures.

—Indianapolis Star/News, April 14

States give mixed reviews to subsidizing
employer coverage under CHIP 

FRANKFORT, KY—The attempt to expand coverage
for children by subsidizing their parents’ employer-based
coverage is getting mixed reviews in Kentucky and New
Jersey.

Frustrated with the sluggish pace of targeting employer
coverage, Kentucky officials announced in April that they
will use a second Medicaid expansion to broaden cover-
age under the state’s Children’s Health Insurance Program
(CHIP). At the same time, New Jersey’s most recent
increase in children’s coverage calls for employer-based
coverage to reach as many as 61,000 children.

A second Kentucky Medicaid expansion with an income
cap of 150% of the poverty level could reach 35,000 chil-
dren. State officials said they would continue to develop the
private insurance option for the 20,000 children originally
targeted but not addressed in the Medicaid expansion.

The New Jersey employer-based CHIP strategy has
two components. The first is designed to enroll 50,000
children in families with incomes between $22,100 and

$33,400. The second, for families employed by small
businesses, would impose a monthly premium co-pay for
families with incomes between $25,050 and $58,450. As
many as 11,000 children could be eligible under the sec-
ond strategy, estimate state officials.

—AP/the Owensboro Messenger-Inquirer, April 24;
Newark Star-Ledger, April 21

Dramatic increase in multiple births drives
down birthweight in Massachusetts

ATLANTA—A sharp increase in multiple births, espe-
cially among women over 35 years of age, is largely
responsible for the rising number of low-birthweight
babies born in Massachusetts, reports the Centers for
Disease Control and Prevention.

In 1996, more than one in 20 Massachusetts births
(5.8%) to mothers 35 and older with four or more years
of college were multiple births, which is more than twice
the rate of multiple births to women under 35 years of
age with a high school education or less (2.5%). The low-
birthweight (less than 5.5 pounds) rate for singleton
deliveries was 4.8%; 48.2% for twins; and 86.1% for
triplets and quadruplets. 

—Centers for Disease Control and Prevention release,
April 16

State Medicaid programs bear high costs 
of Alzheimer’s disease

TORONTO —About 8.4% of Medicaid patients are
diagnosed with Alzheimer’s disease and cost an average of
$8,200 annually more than Medicaid patients without
the condition, concludes a recent analysis of the
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Alabama—p. 2
Alaska—p. 5
Arizona—p. 2
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Delaware—p. 2
Florida—p. 2
Hawaii—p. 6
Illinois—p. 2
Indiana—p. 11
Kansas—p. 9
Kentucky—p. 11
Louisiana—p. 12
Massachusetts—p. 11
Michigan—p. 10

Minnesota—p. 6
New Jersey—p. 11
New Mexico—p. 2
New York—p. 2, 10
Oregon—p. 2
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Rhode Island—p. 2
South Carolina—p. 2
South Dakota—p. 11
Texas—p. 12
Vermont—p. 6
Virginia—p. 10
Washington—p. 6, 11
Wisconsin—p. 3
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brings you news from these states:



Pennsylvania Medicaid program presented at the annual meeting of the
American Academy of Neurology, held in April in Toronto.

Nursing home care accounted for 96% of the difference in the cost between
patients with and without Alzheimer’s disease, said study author Joseph
Menzin, PhD, president of outcomes research company Boston Health
Economics. On average, Medicaid enrollees with Alzheimer’s spent 228 days
annually in nursing home care, compared to 120 days for a similar population
without Alzheimer’s or related dementias.

—American Academy of Neurology release, April 18

Medicaid pharmacy lock-in shown to reduce costs, improve care 
MONROE, LA—In addition to improving continuity of care, directing a

Medicaid enrollee to a single pharmacy is effective in decreasing polypharmacy,
the use of Schedule II drugs, and pharmacy expenditures, a recent study of
Louisiana’s lock-in program has found.

The effect of the lock-in varied according to demographic groups within the
program and the specific mechanism restricting an enrollee to a single physi-
cian, pharmacy, or both. Louisiana Medicaid recipients almost always are free
to select their lock-in physicians and pharmacies.

Initial results indicated that cost savings were realized in both the physician-
pharmacy lock-in and the pharmacy-only lock-in programs. In most instances,
Louisiana Medicaid uses the lock-in mechanism to restrict pharmacy use only.

—Drug Benefit Trends 1999; 11:45-55

HCFA mandates AIDS wasting drug for coverage under Medicaid
WASHINGTON, DC—Reversing a previous position, the Health Care

Financing Administration (HCFA) has required states to make available
Serostim, the first biotechnology drug approved for AIDS wasting, for cover-
age under Medicaid.

HCFA officials previously had accepted an argument by Texas officials that
Serostim, a drug to help people with AIDS gain weight, primarily was used for
cosmetic purposes and therefore could be excluded from coverage.

—National Association of People with AIDS release, April 5
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