
The Council for Affordable
Health Insurance (CAHI)
says introduction of state-

mandated benefit
legislation is slow-
ing down, with 50
or 60 mandates
being enacted each
year rather than
100 or more. “That
reduction implies that state legisla-
tors are finally getting the message,”
the council’s “Trends and Ends”
report says. “While one mandate by
itself may not generate a large
increase in premium, it is the culmi-
nation of many mandates that

increases the cost of coverage. When
the number of people without
health insurance is increasing, it is
important to recognize that man-
dates can make health insurance
more expensive and that some
employers or individuals may not 
be able to afford health insurance
coverage.”

A mandated benefit is a law that
requires a health insurance policy or
health plan to cover, or offer to
cover, specific providers, procedures,
benefits, or people. CAHI says
while mandated benefits make

There are great differences
among states in the quality
of health care children

receive along with their access to
care, family insurance premiums,
equity, and the potential to lead
long, healthy, and productive lives.
That’s the conclusion drawn from a
state-by-state scorecard developed
by the Commonwealth Fund. The
scorecard is the first report to assess
how the nation’s health system per-
forms for children on those five
dimensions on a state-by-state
basis. 

Report authors Edward Schor,
Katherine Shea, and Karen Davis
say the differences among states

have real consequences for children
and their families. If all states per-
formed as well as the top states, they
say, these would be the results:

• 4.6 million more children
nationwide would have health
insurance;

• 11.8 million more children
would receive recommended yearly
medical and dental checkups;

• 1.6 million fewer children
would be at risk for developmental
delays;

• 10.9 million more children
would have a medical home; and

• nearly 800,000 more children
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would be up to date on their
vaccines.

The report ranked states on 13
indicators for children grouped in
categories including access, quality,
costs, equity, and healthy out-
comes. While no state performed at
the top across all categories, some
states far surpassed others, the
researchers say. States in the
Northeast and Upper Midwest
often rank high in multiple areas,
while states with the lowest rank-
ings tended to be concentrated in
the South and Southwest. But there
was room for improvement in 
all states, including the highest-
ranked states, which still fell short
of established standards on some
indicators.

Mr. Schor, one of the report’s co-
authors, tells State Health Watch the
issue of children’s health care is
important because so many children
receive publicly funded health care
services, particularly in the first year
of life. But despite very large
Medicaid budgets, he says, a dispro-
portionately small amount is spent
on children, with most Medicaid
money going for long-term care and
the disabled.

He says the Commonwealth
Fund researchers used the same basic
framework and methodology used in
an earlier state scorecard on overall
health care to focus attention specifi-
cally on children. “The health
domains we evaluated are pretty
much the same,” he says. “We
found, however, there is very little
data available on children’s health
status by state. And there is virtually
none below the state level other than
vital statistics information. So most
of the items we looked at were taken
from existing national surveys.”

The study was limited by the lack

of data, Mr. Schor says, and the
researchers tried to find indicators
that would fit the elements in the
earlier scorecard.

The question of why there is such
variability among states requires a
look at each individual indicator,
Mr. Schor tells SHW. But a driving
factor for many areas of concern is
access. With the uninsurance rate
varying considerably, access varies as
well. The researchers found a four-
fold difference in state rates of unin-
sured children and a fivefold
difference in insurance rates among
low-income children. “It’s basically a
matter of what policies have been
enacted and what priorities are given
to coverage,” he says. “Some states
are very restrictive on Medicaid and
SCHIP, while others are working
hard to achieve universal coverage. If
children’s health care is important,
states have to make sure that chil-
dren have access and that the care
they are buying meets the needs of
children.”

The report compares each state to
benchmarks that have already been
achieved in one or more states,
rather than to a theoretical goal. “In
looking at the country as a whole we
found that, while there are pockets
of excellence, there is no one state or
region that is doing as well as it
could be,” says Mr. Schor, a
Commonwealth Fund vice presi-
dent. “This scorecard points to the
need to make more information
available about children’s health care
and to improve the health care sys-
tem for children. The good news is
that we know improvements can be
made because we didn’t judge these
states based on a pie-in-the-sky stan-
dard; we judged them against one
another.”

No quality without access
Access to care seems to be a key

factor in quality and equity. While
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the rate of uninsured children varies
widely across states, from 5% in
Michigan to 20% in Texas, the
scorecard found that states with the
highest access to care rankings,
meaning that nearly all of their chil-
dren are insured, were almost uni-
formly among the best scorers on
quality of care and equity measures. 

States that were at the bottom of
the overall ranking lagged well
behind other states on access to care
and struggled with other measures.
Thus, Arizona, Florida, Louisiana,
Mississippi, New Jersey, Nevada, and
Texas scored in the bottom 10 states
overall and also were at the bottom
on the access measure. And five of
the lowest ranked states for access to
care (Arizona, Louisiana, Mississippi,
New Mexico, Nevada, and Texas) all
ranked at the bottom on quality
measures.

The scorecard researchers say gen-
erally children who are in the bot-
tom-ranked states are less likely to get
the recommended health care,
including vaccines, dental care, and
regular checkups. And children in
those states are at greater risk for
developmental delays and infant
mortality.

While quality of care varied
widely across states, even in the
highest-ranked states quality falls
short of set standards. Thus, 75% of
children in Massachusetts had at
least one medical and one dental
visit in the past year, compared to
46% of Idaho children. Even
though Massachusetts ranked first
in that measure, fully 25% of its
children still didn’t receive annual
preventive medical and dental care.

The researchers say the quality
scores show that children across the
country aren’t receiving the vac-
cines they need, don’t have access
to mental health care for emotional
problems and are at high risk for
developmental delays, aren’t getting
their regular medical and dental

checkups, don’t have a medical
home, and are more likely to end
up in the hospital if they have
asthma. 

The report finds that investing in
child health is a high priority for
state officials, with more than one-
third of children nationally receiving
health care funded by the federal
government and the 50 states plus
the District of Columbia. Some 28
million children are covered by
Medicaid and 6 million are covered
by SCHIP.

The scorecard authors say their
analysis produced six important
findings:

1. High performance is possible.
Iowa and Vermont have created
children’s health care systems that
are seen as accessible, equitable, and
deliver high-quality care, all while
controlling spending levels and fam-
ily health insurance premiums. In
the last 10 years, those two states
each adopted policies to expand
children’s access to care and improve
the quality of their care. They
expanded SCHIP and mandated
that all child health plans and local
and regional children’s health sys-
tems publicly report data on care
quality.

2. Leading states consistently
outperform lagging states on mul-
tiple child health indicators and
dimensions. Thirteen states,
including Iowa, Vermont, Maine,
Massachusetts, New Hampshire,
Ohio, Hawaii, Rhode Island,
Kentucky, Kansas, Wisconsin,
Michigan, and Nebraska, were the
top quartile of the overall perfor-
mance rankings. The report shows
those states generally rank high on
multiple indicators along each of
the five dimensions assessed. And
many have the nation’s lowest
uninsured rates for children.

In the bottom quartile were
Illinois, New Mexico, Alaska, 
New Jersey, Oregon, Arkansas,

Nevada, Texas, Arizona, Louisiana,
Mississippi, Florida, and Oklahoma.
They scored well behind other states
on multiple indicators across
dimensions and their uninsured
rates for children are well above
national averages and more than
double those in the quartile of states
with the lowest rates. Rates for
receiving preventive care generally
are low in the bottom states, while
rates of infant mortality and risk of
developmental delay often are high.

3. There is wide variation in
children’s access to care and health
care quality across the United
States. As examples, the researchers
state that the proportion of children
who are uninsured ranges from 5%
in Michigan to 20% in Texas. The
proportion of children who have
regular medical and dental preven-
tive care ranges from 75% in
Massachusetts to 46% in Idaho.
And the proportion of children hos-
pitalized for asthma ranges from 55
per 100,000 children in Vermont to
314 per 100,000 in South Carolina.

4. Children’s access to medical
homes varies widely across states.
Some 61% of children in New
Hampshire and more than half of
all children in the New England
states have a medical home, defined
as a primary care provider who
delivers health care services that are
easily accessible, family-centered,
continuous, comprehensive, coordi-
nated, and culturally competent.
That compares with only 33% in
Mississippi.

5. Across states, better access to
care is closely associated with better
quality of care. Seven states—
Rhode Island, Wisconsin, Iowa,
Michigan, Connecticut, Vermont,
and New Hampshire—are national
leaders in giving children access to
care and ensuring high-quality care.

6. There are strong regional pat-
terns in child health system perfor-
mance. Although there are strong
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regional patterns, there are excep-
tions within each region and learn-
ing more about such exceptions to
regional patterns may provide
insights into effective policies to
support children’s health. 

The report says that benchmarks
set by leading states show there are
opportunities to improve health
system performance to benefit chil-
dren. It also reveals critical areas in
which state and federal policies 
are needed to improve child health
system performance for all U.S.
families. 

“Further investment in children’s
health care measurement and data
collection at the state level could
enrich understanding of variations
in child health system perfor-
mance,” the report says. “For many

dimensions, only a limited set of
indicators is available.”

SCHIP must be expanded
Mr. Schor says it is clear that the

problems with children’s health will
not be adequately addressed unless
the SCHIP program expands. That
becomes a political question
because congressional efforts to
expand the program this year were
rebuffed by the administration. He
says SCHIP reauthorization and
expansion seems to be the logical
place to start to address the con-
cerns, followed by consideration of
the value being received in terms of
children’s health for the money
being spent. 

“Where there are variations in
quality and access, some are getting

it right and some are not,” he asserts.
“Because the indicators are bench-
marked against what has been
attained by some states, our advice
to states is that unless there’s some-
thing very strange about your state,
you should be able to do this as well
as the high-ranking states. Getting
this right, particularly for young
children, is truly an investment. It’s
the right thing to do but it also
makes economic sense.”

An interactive map of the scorecard
is available at: www.commonwealth
fund.org/usr_doc/site_docs/slideshows/
ChildScorecard/ChildScorecard.html. 

Download the report at http://
www.commonwealthfund.org/news
room/newsroom_show.htm?doc_
id=686461. Contact Mr. Schor at
(212) 606-3866. ■

health insurance more comprehen-
sive, they also make it more expen-
sive. Mandates require insurers to
pay for care that consumers previ-
ously paid for out-of-pocket, if they
purchased the care at all, and even-
tually the insurers must raise premi-
ums to cover the costs of the
additional claims being paid. 

CAHI says its actuaries have esti-
mated that, depending on the state,
mandates can increase the cost of a
health insurance policy between
20% and 45%. At a time when the
number of people without health
coverage is growing, it says, it is
important to recognize that man-
dates drive up the cost of health
insurance, and that some employers
or individuals will not be able to
afford it.

Some mandates have been passed
in virtually every state, while others
appear in only a few states. CAHI
says that’s because some mandate
legislation “catches on” in states

once one or two states have
approved it. Such mandates, often
pushed by interest groups and advo-
cates, gain a momentum that can be
hard to stop, no matter their impact
on insurance cost.

Autism and treatment for its vari-
ous complications is becoming one
of the most discussed mandates,
CAHI reports. In the past, autism
has fallen under the broader cate-
gory of mental health, but one of
the latest state legislative trends is to
pass an autism mandate separate
from mental health benefit man-
dates. Such legislation can provide
for autism evaluation and treatment,
as well as for specific services such 
as school mainstreaming. There now
are 11 states with an autism-specific
mandate, although states often 
differ in what they include in
evaluation and treatment.

Is autism a separate disease?
A major issue now is whether

autism falls under the broader cate-
gory of mental health. CAHI has
identified 39 states with mandated
mental health benefits and 47 states

with mental health parity laws. 
Autism support groups and their

families are looking for financial
relief or more alternative treatments
and want to include coverage of
Applied Behavioral Analysis and
other therapies that proponents say
contain some of the most effective
forms of treatment and have the
best outcomes and long-term eco-
nomic benefit for families. They
believe health insurers should
assume the financial burden—often
in the range of $50,000 per year
per child—for autistic children that
families and school districts have
borne.

For their part, the insurers say
that most medically related treat-
ments already are covered for
autism. They also say because
autism is an individually based dis-
order, there often is no clear stan-
dard of care to determine the
appropriate therapy. In many
instances, they say, the most effec-
tive therapies are provided by par-
ents or unlicensed medical providers
such as play therapists. The insurers
say autism generally falls into a

Fiscal Fitness 
Continued from cover



disability category needing long-
term care and not health insurance. 

HPV screening mandated 
Another benefit receiving signifi-

cant attention in recent years is for a
cervical cancer/human papillo-
mavirus (HPV) screening mandate.
At least 29 states have enacted this
screening mandate. And now there is
growing interest in an HPV vaccine
mandate. In the 2007 legislative ses-
sion, at least 41 states introduced leg-
islation to mandate coverage for the
vaccine and 24 states introduced leg-
islation to mandate the HPV vaccine
as part of the school entrance vaccine
list. At least 16 states actually enacted
the HPV vaccine this past legislative
session.

“With legislators looking at
enacting such mandates, we expect
more specific disease-screening man-
dates to emerge,” says CAHI direc-
tor of research and policy Victoria
Bunce. “Since these mandates cur-
rently cost less than 1% of pre-
mium, legislators may deem them
‘affordable’ and require insurers to

cover them. However, our actuaries
have cautioned us that creating a
separate screening mandate could
have a significant increase in pre-
mium because it will make it easier
to add other new disease screening
mandates as they become available.”

Raising eligibility age is problem
CAHI also questions legislation

introduced in some states to increase
the dependent-eligibility age, per-
haps up to age 30. The group says
there is a valid underwriting reason
for opposing extending health insur-
ance policies to adults up to 30 years
of age: the cost of coverage.

It explains that insurers price
children at much lower rates than
adults because as a group, those ages
2 to 18 are very healthy. But, it says,
once people hit age 21 they are
adults, and not children, and the
likelihood of them incurring signifi-
cant health care costs goes up dra-
matically. “By legislatively forcing
them to be covered as children
under their parents’ policy, states
are simply forcing health insurers to

raise the price of children’s coverage
to compensate for the increased
losses of adults being underwritten
as children,” Ms. Bunce says.

There are two bright spots seen
by CAHI—at least 10 states pro-
vide for so-called mandate-lite poli-
cies that allow individuals to
purchase a policy with fewer man-
dates and thus is more tailored to
their needs and financial situation,
and at least 30 states require that a
mandate’s cost be assessed before it
is implemented.

“While one mandate by itself may
not generate a large increase in
premium,” Ms. Bunce says, “it is the
culmination of many mandates that
increase the cost of coverage. When
the number of people without health
coverage is increasing, it is important
to recognize that mandates can make
health insurance more expensive and
that some employers or individuals
may not be able to afford health
insurance coverage.”

More information is available
online at www.cahi.org. Contact Ms.
Bunce at (703) 836-6200. ■
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SCHIP changes delayed, fight with GAO defused 

Implementation of six SCHIP
changes included in an Aug. 17,
2007, letter from the Centers for

Medicare & Medicaid Services
(CMS) to state Medicaid directors
has been delayed for one year. The
House and Senate included the mora-
torium in an Iraq war funding bill
signed by President Bush.

The moratorium eliminates for
now the possibility of a fight over a
Government Accountability Office
(GAO) report that said the CMS
changes to the SCHIP program are
a rule and must be submitted to
Congress and the Comptroller
General before they can take effect.
The ruling had been sought by Sens.
John Rockefeller (D-WV) and

Olympia Snowe (R-ME). 
In its Aug. 17 letter, GAO says,

CMS “purports to clarify the statu-
tory and regulatory requirements
concerning prevention of crowd-out
for states wishing to provide SCHIP
coverage to children with effective
family incomes in excess of 250% of
the federal poverty level and identi-
fies a number of particular measures
that these states should adopt. The
letter indicates that CMS will apply
the measures to states’ proposals to
cover such children, as well as to
states that already cover them.
According to the letter, CMS may
take corrective action against states
that fail to adopt the identified mea-
sures within 12 months.”

The definition of a “rule,” for
purpose of the Administrative
Procedure Act and thus also the
Review Act, which adopted the
Administrative Procedure Act defin-
ition, includes three elements that
are relevant in this context, GAO
says. An agency statement is a rule if
it is of general applicability, of future
effect, and designed to implement,
interpret, or prescribe law or policy.

“On its face,” GAO declared, “the
Aug. 17 letter meets these criteria.
The letter is of general, rather than
particular, applicability since it
extends to all states that seek to enroll
children with effective family
incomes exceeding 250% of the fed-
eral poverty level in their SCHIP



6 State Health Watch August 2008

program, as well as to all states that
already have enrolled such children.
In addition, it is prospective in nature
since it is concerned with policy con-
siderations for the future rather than
the evaluation of past or present con-
duct. And finally, it purports to clar-
ify and explain the manner in which
CMS applies statutory and regula-
tory requirements to states that want
to extend coverage under their
SCHIP programs to children with
effective family incomes above 250%
of the federal poverty level and seeks
to promote the implementation of
statutory requirements applicable to
state plans. Accordingly, it is designed
to implement, interpret, or prescribe
law or policy.”

GAO also found that the history
of the regulatory provision regarding
substitution of coverage discussed in
the letter lends support to the view
that the letter is a rule. The letter is a
marked departure from the agency’s
settled interpretation of the govern-
ing regulation, GAO says, and case
law indicates that such a change
may be made only by a rule. 

Keeping Congress informed
The Review Act is intended to

keep Congress informed about the
rulemaking activities of federal
agencies and to allow for congres-
sional review of rules. It provides
that before a rule can take effect, the
agency promulgating the rule must
submit to the House and Senate and
the Comptroller General a report
containing a copy of the rule, a con-
cise statement concerning the rule,
and the proposed effective date.
There is a procedure in the Review
Act for congressional disapproval of
agency rules, specifically a joint reso-
lution of disapproval effective upon
being signed by the president.

GAO says the legislative history
of the Review Act confirms it is
intended to include within its
purview almost all rules an agency

issues and is not limited to those
rules that must be promulgated
according to notice and comment
requirements.

Although CMS has referred to
the letter as a “general statement of
policy,” GAO says that is not a cor-
rect description. It notes that courts
have begun such determinations
with the language of the document
itself and an agency’s own character-
ization of the pronouncement. 
In general, it says, if the language
indicates that the agency’s views are
tentative or simply a guide as to how
the agency may exercise its author-
ity, and the agency does not treat the
statement as a binding norm, then
the document may be a policy state-
ment. But if the document, either
by its terms or as applied by the
agency, imposes requirements or
obligations, it would not be consid-
ered a general statement of policy.

“The Aug. 17 letter evidences lit-
tle, if any, language of tentativeness
or inconclusiveness,” GAO says.
“The specific measures (for combat-
ing crowd-out) are not characterized
as ‘proposals’ or measures that are
under development or to be imple-
mented or adopted by later action.
On the contrary, the letter sets forth
specific strategies that states seeking
to expand their SCHIP populations
should implement as ‘reasonable
procedures’ to prevent substitution
of coverage… There is no indication
that the strategies are only guidelines
that may or may not be applied in
subsequent proceedings. In addi-
tion, the letter contains no express
mention that exceptions will be con-
sidered in particular instances.
Finally, the time frame specified in
the letter for states to conform to
the CMS review strategy evidences
the agency’s intention to give the let-
ter present and binding effect.”

The analysis says if the letter were
genuinely tentative in nature, there
would be no need to establish a

deadline by which states would have
the implement the measures or face
the possibility of agency corrective
action. The inference to be drawn
from the letter, it says, is that states
that do not conform to or adopt the
measures described in the letter will
likely be found to be not in compli-
ance with SCHIP requirements.

CMS spokesman Jeff Nelligan
said the GAO opinion does not
change the department’s conclusion
that the letter still is in effect. CMS
had told GAO any comment on the
letter and the question of whether it
is a rule would be inappropriate
because of pending litigation over it.

After receiving the GAO report,
Mr. Rockefeller called on the
administration to withdraw the let-
ter, saying it was a “boldfaced
attempt to subvert the law and pre-
vent states from implementing their
plans to provide health insurance to
millions of uninsured children
nationwide.”

CMS tried to clarify
Meanwhile, before the morato-

rium was approved, CMS issued a
clarification to some of the new
requirements it wanted to imple-
ment, but the clarification produced
little additional support and lawsuits
against the changes continue.

The Aug. 17 letter focused on the
government’s desire to minimize
substitution of SCHIP coverage for
private coverage (crowd-out) at
higher income levels and set forth
procedures for states to follow when
expanding eligibility to effective
family income levels above 250% of
the federal poverty level. States also
were asked to assure that nearly all
lower-income children were covered
before moving into coverage for
those in families at higher income
levels.

The CMS clarification letter reit-
erates that any changes made to a
state’s crowd-out procedures in
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response to the Aug. 17 letter need
not be applied to prior enrollees.

CMS also indicated that crowd-
out control procedures such as
requiring 12 months of uninsur-
ance and cost-sharing within one
percentage point of family income
when compared to the cost of pri-
vate coverage in the group market
need not be applied to enrollees
with effective family incomes at or
below 250% of the federal poverty
level. States, however, have the
option to apply those procedures to
enrollees with family incomes at or
below 250% of the federal poverty
level as part of their efforts to
ensure that SCHIP coverage does
not substitute for private coverage.
States do not have to use crowd-out
procedures when covering children

at any income level solely with
their own funds.

Because of the unique impor-
tance of timely prenatal care, CMS
says, it does not expect states to
apply crowd-out procedures 
to SCHIP coverage for unborn
children.

Alternatives can be considered
While CMS intended to use the

12-month period of uninsurance as
the standard by which states will be
evaluated, it will review state alter-
native proposals and the justification
for them. It also will consider excep-
tions for categories of individual
enrollees, based on particular cir-
cumstances, if states furnish justifi-
cations and data demonstrating a
low substitution risk.

CMS says the assurance that at
least 95% of children in the state
with family incomes below 200% of
the poverty level have coverage can
be supported by data demonstrating
Medicaid, SCHIP, or private cover-
age. “This is an achievable goal and
based on conversations with states,
we are convinced that a number of
states have already reached this
goal,” the clarification says. “We will
continue to work with affected
states on different approaches to
document this assurance, including
the use of state-specific survey data
or other data sources to refine the
underlying Current Population
Survey data.”

Download the GAO analysis at
http://www.gao.gov/decisions/other/31
6048.pdf.  ■

The battle between Congress
and the Bush administration
over SCHIP expansion is less

about the technical aspects of the pro-
posal and more about a fundamental
difference on the role of government
in organizing and overseeing the
health care marketplace. So says
George Washington University
School of Public Health and Health
Services Department of Health Policy
chair Sara Rosenbaum writing in the
New England Journal of Medicine.

Ms. Rosenbaum says the dispute
over SCHIP reauthorization “offers a
compelling example of Washington’s
current inability to address even
seemingly uncontroversial matters
such as improved health coverage for
children.”

After President Bush vetoed the
initial reauthorization bill and the
House failed to override the veto,
Congressional leaders worked on a
compromise intended to address the
president’s claim that the original
bill moved the health care system in

the wrong direction.
In a rewrite, Congress wanted to

give states authority to extend
SCHIP coverage to children in fam-
ilies earning up to 300% of the fed-
eral poverty level, while reducing
states’ flexibility in determining
what income counts in eligibility
assessments. The legislation also
moved more aggressively to end
SCHIP coverage of parents and
other adults, imposed tougher citi-
zen documentation requirements,
and required states to try harder to
avert health insurance crowd-out.
But the president again vetoed the
bill and the House again failed to
override the veto.

“Why would the president veto
bipartisan legislation that does
precisely what he insisted on—
namely, aggressively enroll the
poorest children?” Ms. Rosenbaum
asks. “One might blame the poiso-
nous atmosphere that pervades
Washington these days, but other
important social policy reforms

have managed to get through. One
answer lies in a far larger dimen-
sion of SCHIP that is basic to any
health insurance legislation—
namely, the legislative architecture
of the reform plan, its structural
and operational approach.”

Viewed from that vantage point,
she says, the SCHIP battle turns out
not to have been about family
income assistance levels or the
mechanism for financing coverage
subsidies, but rather about govern-
ment’s role in health care reform.

What’s the government’s role ?
“SCHIP,” she points out, “uses

the power of government to form
insured groups, select qualified
plans, oversee plan operations, and
measure results. It is this architec-
ture to which the president was
referring when he said that the leg-
islation would move the health care
system in the wrong direction. In
the end, the SCHIP battle became
a proxy war over the duties that

SCHIP battle proxy for government health care role



government should assume in
national health care reform.”

The administration was deter-
mined to block this type of SCHIP
approach because of its implications
for broader future reforms, accord-
ing to Ms. Rosenbaum’s analysis.
And she says the effort to stop
SCHIP was aided by the “toxic
atmosphere in Washington and the
administration’s labeling of SCHIP
as a middle-class boondoggle.”

One Republican polling expert
said such a charge was believable
because some families receiving assis-
tance in some states had incomes
that, although modest by regional
standards, far exceeded the national
median. The pollster gave New
Jersey as one example of where that
happened. The veto “played well in
the South,” the pollster said, where
the maximum annual income of eli-
gible New Jersey families seemed
absurdly high to focus groups in
poorer (and Republican) parts of the
country, with SCHIP programs that
were far less generous.

While President Bush announced
on July 18, 2007, he would veto
any measure that followed a con-
sensus proposal by Senate Finance
Committee chairman Max Baucus
(D-MT) and Ranking Member
Chuck Grassley (R-IA) to extend
coverage to 300% of the poverty
level, the opening round of what
Ms. Rosenbaum sees as a proxy war
occurred earlier in the year when
the White House released a fiscal
year 2008 budget calling for reduc-
tions in federal SCHIP spending
over five years. 

Tax-break proposal
Bush coupled those reductions

with a new system of individual tax
breaks for people without employer-
sponsored coverage and new limits
on the aggregate value of tax benefits
for people with access to such cover-
age. He refrained from making any

recommendation that would suggest
a government role in overseeing
health insurance arrangements.

Ms. Rosenbaum says when the
White House proposal didn’t gain any
political traction, the House and
Senate both produced legislation
building on the existing SCHIP pro-
gram, which allows state governments
the role of health care purchasers in
identifying, selecting, and overseeing
children’s health insurance products
that meet broad criteria. As of 2007,
she says, nearly all state SCHIP pro-
grams used this purchasing approach,
and continuation of that SCHIP
architecture, and the implicit rejec-
tion of the president’s proposal, cou-
pled with funding expansions, set the
stage for a legislative fight and two
vetoes of an important children’s
health care measure.

As part of that ideological battle,
the Centers for Medicare & Medi-
caid Services issued its controversial
Aug. 17, 2007, letter to “clarify”
existing statutory and regulatory
requirements related to extending
SCHIP to children in families with
income above 250% of the federal
poverty level. 

The Georgetown University
Center for Children and Families
reported in September 2007 that
children in 18 states and the
District of Columbia would be

affected by the CMS ruling and, by
the end of the year several states
had said they were dropping plans
to expand SCHIP to 300% of 
the poverty level.

Punish children to achieve goals
“In sum,” Ms. Rosenbaum’s

analysis finds, “what the administra-
tion could not achieve through leg-
islation it has sought to achieve by
fiat, including administrative direc-
tives that appear to run afoul of
other federal laws such as ERISA. So
determined does the administration
appear to be to halt the growth of a
health architecture it opposes—at
least in the case of working families
and children not covered through
the Federal Employees Health
Benefits Plan—that it will flout the
law and punish thousands of chil-
dren in order to achieve its goals.”

Ms. Rosenbaum also finds that
President Bush’s tax plan, which is
not income related, underscores the
reality that the issue with SCHIP
was never the level of family income
that would qualify children for a
subsidy. She says the tax proposal
also suggests that the real concern is
not health insurance crowd-out,
since estimates show the tax credit
plan would have a far greater crowd-
out effect than any proposed SCHIP
expansion and would result in a net
gain of only 3 million people.

“The administration’s policy rec-
ommendations related to nonmeans-
tested tax subsidies and its support
for association health plans lead to
the conclusion that the real issue is
the role of government in a reformed
health care system,” she declares.
“The war is over ideology, not
money.”

For more information, see:
Rosenbaum S. The Proxy War —
SCHIP and the Government’s Role in
Health Care Reform. N Eng J Med
2008; 358:869-872, at http://content.
nejm.org/cgi/content/full/358/9/869. ■
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“So determined does the
administration appear to
be to halt the growth of a
health architecture it
opposes...that it will flout
the law and punish thou-
sands of children in order
to achieve its goals.”

— Sarah Rosenbaum
George Washington University
School of Public Health and
Health Services Department 
of Health Policy Chair
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State policies promoting equitable access and quality

Policies, laws, regulations, and
health care reform proposals in
five states—California, Illinois,

Massachusetts, Pennsylvania, and
Washington—are moving those states
toward universal health coverage and
also are addressing other innovative
strategies such as improving health
care provider diversity, distribution,
and cultural competence. Researchers
from The Opportunity Agenda and
Families USA say that while legisla-
tures and governors in nearly two
dozen states are considering signifi-
cantly changing their approaches to
health insurance coverage and health
system regulation, few of those
reforms have focused on inequality. 

“Millions of people in the United
States, principally racial and ethnic
minorities, immigrants, and those
who lack proficiency in English, face
barriers to high-quality health care,”
say Opportunity Agenda research
director Brian Smedley and his col-
leagues. “Such problems derive largely
from the high rates of uninsurance
among these groups, but it persists
among them even when they are
insured. They simply tend to receive a
lower quality of health care. But by
expanding health insurance coverage
and addressing issues of access, qual-
ity, and cost, state-level health reforms
have the potential to address inequal-
ity—that is, to achieve equality.”

Key findings of his research iden-
tified by Mr. Smedley include: 1)
universal health insurance coverage
is necessary to promote health care
equity, but is not sufficient by itself;
2) several states are addressing health
care inequality through innovative
means; and 3) more must be done.

While people of color make up
just one-third of the U.S. population,
they comprise more than half of the
nation’s 47 million uninsured indi-
viduals. But insurance coverage alone

doesn’t eliminate health care gaps, the
researchers contend. Rather, states
can make health care more equitable
for disparity populations by:

• Improving access to health
care. States can expand opportuni-
ties for low- and moderate-income
families to purchase private insur-
ance or enroll in publicly subsidized
programs, and can establish mecha-
nisms making it easier for people to
find affordable insurance. But even
when insured, minority and low-
income individuals are less likely to
access health care as out-of-pocket
costs rise and are more likely than
are native-born white Americans to
face cultural and linguistic barriers
to care. The study says states can
address these problems by establish-
ing limits on copayments and other
out-of-pocket costs in public insur-
ance, by studying and responding to
potential unintended effects of cost-
sharing on utilization, by taking
steps to increase diversity among the
state’s health care providers, and by
providing incentives for health care
systems to reduce cultural and lin-
guistic barriers.

• Improving the quality of care.
States can provide incentives for
strategies such as pay-for-perfor-
mance programs, performance mea-
surement, and report cards that can
reduce health care disparities. They
also can promote collection of data
on health care access and quality by
patients’ race, ethnicity, income 
or education level, and primary
language.

• Empowering patients. All
patients should be able to make
decisions about their health care and
to demand delivery of care consis-
tent with their needs, preferences,
and values. Such goals can be pur-
sued by developing and strengthen-
ing patient education and health

literacy programs and by supporting
training and reimbursement of com-
munity health workers who can help
patients navigate the system.

• Improving the state health care
infrastructure. Mr. Smedley says the
relative lack of health insurance
among racial and ethnic minorities
is associated with lower levels of
health care resources such as practi-
tioners, hospitals, and health care
centers in communities of color.
And even if states achieved universal
health insurance coverage, commu-
nities of color still would need
investments to improve their health
care infrastructure. He says states
can address this situation by reduc-
ing the financial vulnerability of
health care institutions serving poor
and minority communities, by cre-
ating or broadening incentives for
health care professionals to practice
in underserved communities, and by
requiring cultural competency train-
ing for health care professional
licensure.

• Improving state program and
policy infrastructure. The study
found states can better align health
care resources with minority com-
munity needs by gaining commu-
nity input, by establishing or
enhancing state offices of minority
health to increase visibility and
coordination of state health dispar-
ity-elimination programs, and by
strengthening Certificate of Need
policies as a tool for reducing geo-
graphic disparities.

• Adopting or strengthening poli-
cies to address social and commu-
nity-level health determinants.
Almost all aspects of state policy in
education, transportation, housing,
commerce, and criminal justice influ-
ence the health of state residents and
can have disproportionate impacts on
marginalized communities. Thus,



states can address community-level
and social determinants of health by
coordinating the work of state agen-
cies and by promoting use of health
impact assessment tools to evaluate
the potential effects of government
programs and initiatives in and out-
side the health care delivery sector.

While the five states studied are
addressing disparities in a variety 
of ways, some common policy
strategies emerged. First, they are
expanding access to health insurance
products by reducing financial barri-
ers to coverage. They also are
improving and evaluating outreach
and enrollment efforts. To better
evaluate the success of their actions,
they are collecting data on health
care access and quality measures by
patient demographics. Successful
states also are supporting safety-net
institutions and are improving
health care provider diversity, distri-
bution, and cultural competence.

Things not being done
Mr. Smedley says the analysis also

found things states could have been
doing, but were not. Thus, none of
the five states is implementing plans
that would result in truly universal
health insurance coverage or access.
Many groups such as single and child-
less low-income adults, undocu-
mented immigrants, and even some
legal immigrants are not eligible for
new state public insurance expansions. 

Only Pennsylvania has sought to
strengthen local community input
and direct resources to meet com-
munity needs. And only Washington
has sought to strengthen Certificate
of Need programs as a tool for regu-
lating health care resources by link-
ing approval with a statewide health
resources strategy.

The researchers say there are a
number of recommendations that
should be considered by a range of
stakeholders including state policy-
makers, health professionals, health

consumer and advocacy groups,
health plans, and businesses in their
efforts to achieve equitable health
care for all. Their recommendations
include:

• Making universal health care a
core goal. Uninsurance contributes
to escalating health care costs and
access problems, even for those who
do have insurance. Mr. Smedley says
that only by covering everyone in the
population can states eliminate
uncompensated costs and strengthen
the health care infrastructures of
underserved communities.

• Assessing how policies to
expand coverage affect currently
underserved groups. The five states
studied have used different strategies
to expand coverage. The researchers
say that states considering such strate-
gies should monitor their impact and
take steps to correct them should they
have a disproportionately negative
impact on marginalized populations.

• Being an agent for change.
State governments can leverage the
power of other public and private
stakeholders to help eliminate health
care disparities.

• Reaching for low-hanging fruit.
Many of the policy strategies being
used in the five study states can be
implemented through regulatory
strategies or contractual requirements
rather than through legislation. 
For example, federal law requires
states to identify the race, ethnicity, 
and primary language of Medicaid

beneficiaries and to provide this infor-
mation to managed care contractors.
Such information can be used to gen-
erate reports on how plans are faring
with respect to health care equity. 

• Actively monitoring implemen-
tation of new health expansion laws.
Almost all the equity-related policies
examined in the study require ongo-
ing monitoring to ensure they actu-
ally are addressing disparities.

Mr. Smedley tells State Health
Watch the researchers deliberately
took a very broad focus, recognizing
that states will face different circum-
stances as they address issues of
health care cost, coverage, and qual-
ity. “We’re offering a broad prescrip-
tion,” he says, “and states should
consider and tailor the items to their
own circumstances. For instance,
Massachusetts was able to move its
2006 sweeping changes because of
the particular circumstances there.
This is a menu of elements that
states should consider based on the
circumstances in each state.”

He acknowledges the possibility
that as some states move forward
with reforms, other states may be
left behind and the gap could poten-
tially grow even deeper. “We would
encourage all states to look to see
what they should do to expand cov-
erage and address inequity,” he says. 

Because the problems tend to be
complex, Mr. Smedley says there is
no single magic bullet that will
make a difference in every state. For
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that reason, he says, it is important
to have a multipronged solution,
especially since it’s not always feasi-
ble to do several steps at once.

A good foundational building
block, he says, is data collection and
monitoring as those results can show
the way to next steps. Quality scores
can be sorted and reported by fac-
tors such as race, ethnicity, and eco-
nomic status. Such reporting also
can spur competition among health

plans to do better and can help con-
sumers make better choices about
where to get their health care.

The timing of the study and
report was not accidental, Mr.
Smedley says. States currently are
showing significant leadership in the
challenge to increase coverage and
quality. In the absence of federal
leadership and action, he says, states
“are in a great position to address
equity issues in broader health care

reform.” The report came out now,
he says, because many states are seri-
ously considering health care reform
legislation and they should be aware
that they can also address equity as
part of broader reform issues.

Download the report at http://
www.commonwea l th fund .o r g /  
publications/publications_show.htm?
doc_id=679040. Contact Mr.
Smedley at (202) 339-9315 or e-mail
bsmedley@opportunityagenda.org. ■

North Dakota faces health
care challenges common to
many rural areas of the

United States, but the state is facing
them with an innovative, coopera-
tive approach that has implications
for other rural and even urban areas,
a recent Commonwealth Fund
report emphasizes. 

“When you’re talking about health
care, people sometimes assume that
‘bigger is better.’ This report finds
just the opposite,” says Mary
Wakefield, PhD, associate dean for
rural health and director of the
Center for Rural Health at the
University of North Dakota School
of Medicine and Health Sciences. Dr.
Wakefield also serves on the
Commonwealth Fund’s Commission
on a High Performance Health
System. “Highlighted here are excel-
lent rural examples of how health
care can be improved, based on cut-
ting-edge innovation in payment pol-
icy, technology applications, and a
spirit of cooperation rather than
competition. Features of high perfor-
mance in health care can be found in
rural America, just as they can be
found in urban America.” 

North Dakota has a population of
approximately 640,000 people, with
more than half the counties contain-
ing six or fewer people per square
mile. Most of the population is
white (92%), with a small minority

of Native Americans (5%) represent-
ing four tribal nations. In addition,
North Dakota cities have seen a
recent influx of immigrants from
Slovenia and Bosnia, as well as from
Central and South America. Like
other rural areas, North Dakota’s
population in general is older (the
state has the highest proportion of
people over 85 years old) and has
lower average income than the popu-
lation of urban states. “In general,
rural people tend to be less active,
more obese, and have higher rates of
smoking and alcohol use than their
urban counterparts,” the report
notes. “These health behaviors in
turn act as ‘trip wires’ for chronic
diseases such as diabetes, hyperten-
sion, and coronary artery disease.
These population and behavioral dif-
ferences contribute to a different
context for medical care in rural vs.
urban areas. For example, a common
challenge facing rural areas is an
inadequate array of health care
resources such as skilled staff, facili-
ties, equipment, and pharmacies.”

To help overcome those chal-
lenges, health care providers in rural
North Dakota have established vari-
ous cooperative arrangements and
networks to share resources and
expertise. Those efforts can be com-
pared to the regionalization in pub-
lic education where one school or
district serves several small rural

communities. For example, six inte-
grated delivery systems provide the
majority of the health care in North
Dakota through regional clinic net-
works and small rural hospitals
linked to urban hospitals. Virtual
networks built on telemedicine and
telepharmacy also promote integra-
tion, extend the rural work force,
and enhance communication by
allowing physically distant providers
and facilities to transmit and receive
critical patient data instantaneously.

The lessons are particularly rele-
vant to rural America but also have
implications for how health care can
be delivered in urban parts of the
United States. 

“Health care providers, payers,
and policy-makers in rural North
Dakota have learned that only
through cooperative, interdependent
relationships and a willingness to
innovate in both the organization
and regulation of services can they
achieve the reach, care coordination,
and economies of scale that are nec-
essary for delivery of quality and
efficient care in rural settings,” the
report notes.

The full report, “The North
Dakota Experience: Achieving High-
Performance Health Care Through
Rural Innovation and Cooperation,”
is available at: http://ruralhealth.und.
edu/pdf/Commonwealth_North_
Dakota_Experience.pdf. ■

North Dakota makes strides in innovative care 
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Hawaii judge dismisses suit 
against state Medicaid plan

HONOLULU—A federal judge
recently dismissed a lawsuit by a
nonprofit health care agency organi-
zation against the state of Hawaii
and its $1.5 billion Medicaid con-
tract. AlohaCare was trying to block
the state from moving forward with
the contract it awarded to two
mainland for-profit health plans.
Judge Susan Oki Mollway said
AlohaCare lacked standing to sue.
Another group, Hawaii Coalition
for Health, also is suing the con-
tract. AlohaCare claimed the state
illegally awarded contracts to the
two mainland firms to provide care
to Hawaii’s medically fragile patients
when the firms lacked networks of
doctors and proper insurance licens-
ing. AlohaCare said it will appeal.

— Honolulu News, June 18, 2008

RI budget hinges
on Medicaid plan

PROVIDENCE—Struggling to
close a massive budget deficit,
Rhode Island lawmakers recently
passed a spending proposal that is
supposed to save millions of dollars
by capping state Medicaid spending
for the needy, elderly, blind, and dis-
abled. The budget will not work
unless the state saves $67 million in
Medicaid expenses. 

Medicaid federal funding pays
for more than half of Rhode
Island’s annual $1.75 billion
Medicaid budget, while the state
contributes the rest. Gov. Don
Carcieri’s plan would be similar to
one begun in 2005 in Vermont, the
only other state to negotiate such
an agreement. 

Under the yet-to-be-finalized
Rhode Island plan, the federal gov-
ernment would give the state a
lump sum payment. The state then
would use that money to pay for
Medicaid for five years. In
exchange, the state would have
more flexibility to decide how its
Medicaid funds can be spent. 

Under current rules, the state
cannot use Medicaid money to
provide elderly patients with nurs-
ing assistance or meals outside a
nursing home. Carcieri’s office says
caring for people at home is less
expensive than paying for a nursing
home, and loosening the Medicaid
rules would save the state money. 

But there’s a catch: Once the fed-
eral Medicaid funds runs out, it’s
gone. The state either would have to
pay for any overruns or cut services
— exactly what the plan seeks to
avoid.

— Associated Press, June 21, 2008
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