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OVERVIEW — Providing health insurance coverage for the uninsured
is a challenge that has remained unresolved for decades. In the absence of a
national solution, states have initiated their own efforts to expand access to
health insurance coverage, particularly for children. Half of the states have
enacted or are in the process of debating expansions of their Medicaid and
State Children’s Health Insurance Programs, in many cases without the
guarantee of federal financial support. Indeed, nine states have decided to
pursue what can be considered “universal” children’s coverage—providing
access to some form of affordable health insurance coverage for all children in
the state, regardless of family income. This issue brief provides a history and
status of state children’s coverage initiatives and features several states that
appear to be setting the pace by developing successful strategies for expansion
and cultivating the political will and leadership needed to institute them. In
highlighting some of the key lessons that can be learned from states” experi-
ences, this paper may inform the broader discussion about health reform and
offer some insights into the federal-state dynamics that are at play.
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Covering All Kids:
States Setting the Pace

The 2008 presidential race has rekindled the national discussion about how
to cover the 45.7 million uninsured individuals living in the United States.!
Providing universal coverage for children as a first step has emerged as a
significant part of the national debate, but states have long since moved
ahead. States now have a decade of experience with expanding coverage
through the State Children’s Health Insurance Program (SCHIP), with
great success. In addition, several states have devised and implemented
strategies to build upon the coverage they offer through SCHIP and Med-
icaid, often without the guarantee of federal funding. State legislatures are
moving forward in developing universal coverage plans and timelines, and
governors are making bold statements about their commitment to ensuring
that every child in their state has access to health care coverage.

These state initiatives are in part a response to the perception that
universal coverage for children is an achievable goal. The U.S. Census
Bureau recently reported that 8.9 million children under age 19 were
uninsured in 2007; 62 percent of these children are thought to be eligible
for Medicaid or SCHIP but are not enrolled.? That leaves a smaller slice
of the child population—roughly 3.4 million children —whose families
do not have access to, cannot afford, or choose not to purchase private
coverage. Several states have risen to the challenge of providing access
to coverage for these uninsured children. Eight states have implemented
universal coverage plans, and 18 more are making significant expansions
in children’s coverage.’

Despite the progress that has been made and the potential for continued
forward motion in the states, questions persist about the long-term viability
of these expansions, given the erosion of state budgets and uncertainty
about what the future may hold in terms of federal policy and financial
support. States vary widely in terms of political and economic circum-
stances that influence their willingness and ability to expand coverage
without federal support, in no small part because of their inability to
operate at a deficit.* Many proponents argue that states are limited in
their capacity to effect significant change beyond the local level (and
should not be expected to shoulder the financial burden). Even the most
ardent supporters of state autonomy and innovation point out that the
federal government has a leadership responsibility in terms of providing
a structure for overall reform. Alan Weil, executive director of the Na-
tional Academy for State Health Policy, noted in his testimony before the
House Committee on Ways and Means, “While state efforts make a real
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contribution, federal leadership is needed to make substantial, sustained
progress in health reform efforts.””

MEDICAID AND SCHIP: THE FOUNDATION

In the wake of the health care reform discussions of 1993 and influenced
by a movement to block grant the Medicaid program in 1995, Congress
enacted significant legislation that can now be viewed as the catalyst for
expanding coverage for uninsured children in working families. Although
a relatively small element of the Balanced Budget Act of 1997, SCHIP was
the first major expansion of publicly subsidized coverage since the statutory
change that phased in Medicaid coverage for all children living in poverty
seven years earlier.® Congress authorized and appropriated $39 billion to
SCHIP over ten years, targeting the funds toward providing health cover-
age to 5 million of the estimated 10 million low-income uninsured children
in the United States at that time.

By most accounts, SCHIP has been a successful program that has met and
in many ways exceeded expectations. States embraced the new options
that SCHIP provided. As part of the compromise, SCHIP was deliberately
designed to give states the option of creating a program that was indepen-
dent of Medicaid and that more closely resembled commercial insurance
coverage. These features enabled states to change many people’s percep-
tions about what public coverage programs could accomplish. More than
7 million children received health coverage through SCHIP in 2007, and
evaluations of the program have consistently shown improvements in
children’s access to health care services.”

For the first time in many states, outreach and marketing campaigns were
used to promote the value of health insurance coverage for children. With
support from foundation-funded initiatives like the Robert Wood Johnson
Foundation’s Covering Kids project, states received both financial support
and technical assistance for the development of social marketing and out-
reach campaigns as they launched their SCHIP programs in the late 1990s.
States chose new and creative names for their SCHIP (and sometimes
Medicaid) programs in order to make them more appealing to families,
and over time nearly every state made changes to their eligibility and
enrollment processes that made applying for coverage more user-friendly
and less intimidating. States have widely reported that, particularly in the
early years of the program, for every child enrolled in SCHIP, two children
were identified as eligible for Medicaid. In fact, the outreach efforts were
so successful that, during the recession of 2001 to 2003, states were forced
to suspend marketing campaigns in order to keep enrollment levels within
the constraints of the programs’ funding capacity.®

Reauthorization Roadblock

As the states’” SCHIP programs matured, more and more states began to
reach and exceed their federal SCHIP funding allotments. Up to 28 states are
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expected to experience shortfalls in SCHIP FIGURE 1

funding by the end of fiscal year (FY) 2009.” Distribution of Uninsured Children
While most of the cause for these shortfalls in the United States

is enrollment, some of the financing dis- (by eligibility for Medicaid or SCHIP)

crepancies are due to the structure of the
SCHIP allotment system. As a capped allot-
ment, state-specificamounts are statutorily
determined each year, based on a number

of variables that states have long argued do Not Eligible: <300% of FPL— m
not sufficiently reflect the actual numbers

Not Eligible: >300% of FPL—

of uninsured children. As reauthorization Not Eligible: Immigration Status —
of the program approached in 2007, policy —
and financing experts proposed changes to
the SCHIP financing structure that would

1.7 Million
Eligible for SCHIP

make SCHIP allotments more predictable 5.4 Million

and consistent from year to year, enabling Eligible for SCHIP or Medicaid

states to better plan and make budgetary

decisions. More importantly, the confer- 3.7 Million
ence agreement, known as CHIPRA (the Eligible for Medicaid

Children’s Health Insurance Program
Reauthorization Act of 2007), would have
provided an additional $35 billion over five
years in federal funding for SCHIP, which
would have translated to coverage for an
estimated 4 million additional uninsured
children, nearly 90 percent of whom are Source: Kaiser Family Foundation. Based on Urban Institute analysis of 2004 data from

ligib for SCHIP or Medicid butarenot 270 il et s o
enrolled.! (See Figure 1 for distribution of

uninsured children by eligibility for SCHIP

and Medicaid.) However, the reauthorization legislation was ultimately
vetoed by President Bush, and Congress extended the program at essen-
tially flat funding levels through March 2009."

Note: Data have been adjusted for the Medicaid undercount (see endnote 2).

The debate and failure to reach resolution on SCHIP reauthorization
brought to the forefront the states’ relationship with the federal govern-
ment and raised questions about long-term federal financial support of
coverage expansion efforts. The consensus reached in 1997 to increase
the federal role in financing health coverage for uninsured low-income
children has become strained. During the reauthorization debate, SCHIP
expansion opponents cited their general objection to any new federal
legislation that might shift a greater share of public program costs to the
federal government, through coverage expansions or substitution of public
coverage for private coverage (known as crowd-out). They also expressed
concern about “expanding dependency to the middle class.”*? The issue
of crowd-out is one that dates back to the initial debates around the
creation of SCHIP and continues to be a point of contention at both the
state and the federal level. The Bush administration further articulated
its opposition to unrestricted coverage expansions and concerns about
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crowd-out in a letter from the Centers for Medicare & Medicaid Services
(CMS) to all state health officials on August 17, 2007.® The August 17
“directive” announced new and specific limitations on states” ability to
expand Medicaid and SCHIP-funded coverage (see text box below). Many
analysts have argued that this policy statement runs counter to states’ en-
thusiastic commitment to the goals of SCHIP and to the general public’s
support of expanding access to health coverage for children.™

STATES SET THE PACE

Partly in anticipation of an eventual SCHIP reauthorization that will
likely include significant new funding and perhaps partly in frustration
from waiting for federal action, states have moved forward with their

The August 17 Directive: An Update

On August 17, 2007, CMS issued a directive
imposing new restrictions on states” ability to
provide SCHIP coverage for children with gross
family incomes above 250 percent of the federal
poverty level (FPL). The directive specifies several
new requirements that states must meet in order
to receive federal matching funds for SCHIP cov-
erage of children at higher family-income levels.
CMS gave states one year to either comply with
the requirements of the directive, if they intended
to cover (or continue covering) children above 250
percent of the FPL, or face federal sanctions. No
state has received CMS approval for an expan-
sion above 250 percent of the FPL since the letter
was released.

The August 17 directive affects two groups of
states: (i) those that have adopted legislation to
expand coverage to children with family incomes
above 250 percent of the FPL but have not received
federal approval to implement (and begin col-
lecting federal matching funds) and (ii) states
that currently cover children with gross incomes
above 250 percent of the FPL and theoretically
must comply with the directive’s requirements in
order to continue to receive federal funding for
newly enrolled children at this income level.
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Eleven states fit into the first group. Five of these
have received CMS approval only for coverage up
to gross income levels of 250 percent of the FPL
(despite these states” proposals to set eligibility at
higher levels). Tthe rest of the states in this group
have either had their proposals denied or have
delayed their plans, pending further guidance
from CMS. The implications of the directive for
the 14 states in the second group are less clear.
CMS indicated in a follow-up letter on May 7,
2008, that current enrollees with incomes above
250 percent of the FPL would not be affected, as
long as they remained continuously enrolled.
However, CMS did not give direct answers on
the applicability of the other elements of the di-
rective. As the August 18, 2008, effective date of
the directive approached, the state of California
sent a letter to CMS, indicating the state’s inability
and unwillingness to comply with the policies
outlined in the directive. CMS’s only response
to this announcement was in the form of a press
statement directed to California, indicating that
the agency “would not be taking compliance ac-
tion against the states at this time.” No additional
formal guidance has been provided.
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plans for pursuing universal coverage for children. State-based universal
coverage for children can be defined in a variety of ways and, in many
cases, includes coverage of noncitizen children as well as those that are
undocumented. Universal coverage, for the purposes of this issue brief, is
defined as making some form of health coverage available to all uninsured
children in a state, regardless of family income.'” Further, while coverage
of noncitizen and undocumented children is noted where appropriate, its
absence was not a disqualifying factor for those states making concerted
efforts to craft their programs to expand overall access to health insur-
ance coverage. The Appendix provides an overview of states that have
implemented universal coverage.

The state initiatives discussed in this paper use a combination of ap-
proaches designed to ultimately achieve universal access to health cover-
age for children. All include expansions of existing Medicaid and SCHIP
programs, but what makes these initiatives interesting is that states are
moving beyond these more stable sources

of financing to test new and innovative ~ As a result of states’ wide-ranging efforts,

approaches to serving families with dif-
ferent financial circumstances. As a result

hundreds of thousands of children have gained

of these wide-ranging efforts, hundredsof ~a€€e€ss to more affordable, comprehensive

thousands of children have gained access health coverage.

to more affordable, comprehensive health

coverage. As of May 2008, eight states —Hawaii, Illinois, Maine, Massachu-
setts, Pennsylvania, Vermont, Washington, and Wisconsin—had enacted
and implemented state universal coverage for children. New Jersey also
recently passed universal coverage legislation.® These expansions have
been largely considered successful: Washington has enrolled an additional
32,000 children; Wisconsin has increased enrollment by more than 50,000;
and Illinois” All Kids program boasts an additional 240,000 children en-
rolled in coverage, 177,000 of whom were previously eligible for but not
enrolled in Medicaid or SCHIP. Seventeen additional states have enacted
slightly less ambitious eligibility expansions for children but have also
increased enrollment and made program improvements.'” While the jury
is still out as to whether these states will be able to sustain these initiatives
in the long term, absent a national health reform plan, lessons can already
be learned from the strategies they have developed and the commitment
they have shown.

Key Strategies

As more and more states get serious about pursuing universal coverage
for children, several common approaches have emerged. Virtually all
of the coverage expansions build on the foundation of Medicaid and
SCHIP. States have worked within the federal parameters of Medicaid/
SCHIP eligibility to maximize federal financing and have used the exist-
ing programmatic options to the full extent possible under the law and
as permitted by CMS. All of the universal coverage states have enacted
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legislation to offer coverage to children with incomes up to 300 percent
of the federal poverty level (FPL), which is $52,800 for a family of three
in 2008; however, some of these states have not received federal approval
and are operating these expansions with state-only funds. Beyond Med-
icaid and SCHIP, states have designed coverage expansions for additional
populations (such as higher-income children and noncitizen children) often
through subsidy mechanisms, or “buy-in” programs, in which uninsured
families have the opportunity to purchase coverage through the state
without having to navigate the individual insurance market.

B Buy-in programs have become a common element in states that have
enacted and implemented universal children’s coverage plans. A buy-
in can be defined in a variety of ways, but effectively it means offering
the opportunity to purchase often-unsubsidized coverage to more
moderate-income families that do not qualify for Medicaid or SCHIP.
Through buy-in programs, states allow families to purchase coverage
through the public program (SCHIP or another state-subsidized plan)
at the state-negotiated group rate (rather than at a rate they would pay
in the individual market), making the coverage more affordable. States
tend to offer subsidies on a sliding scale for families at lower income
levels and require a full buy-in for families with incomes above 300
percent of the FPL. For example, Pennsylvania requires families with
incomes above 250 percent of the FPL to contribute 35 percent of the
premium cost, familes with incomes above 275 percent of the FPL to
contribute 40 percent, and families with incomes above 300 percent of
the FPL to pay the full premium.'® To date, Connecticut, Hawaii, Illinois,
Maine, Massachusetts, Ohio, Pennsylvania, Washington, Wisconsin, and
Vermont have either implemented or enacted buy-in programs. And
several other states are in discussions about implementing buy-ins as
part of their universal coverage plans.

m Several states, including Illinois, Maine, Massachusetts, New Mexico,
Wisconsin, and Vermont also offer premium assistance for employer-
sponsored insurance coverage for families who have such coverage avail-
able to them. Through premium assistance programs, states subsidize
the premium amount that the employee would otherwise have to pay,
and the employer contributes the remainder of the cost of the employer
group coverage." This is generally authorized through a SCHIP or Med-
icaid section 1115 waiver and includes both federal and state funding.
Premium assistance has been offered in various forms in both Medicaid
and SCHIP over the years and has proven to be a politically desirable
strategy but poses coordination challenges on many levels.?

m Coverage of noncitizen children has been a constant point of contention
in discussions about the definition of universal coverage. As a result of
statutory changes included in the welfare reform legislation, most legal
immigrants are ineligible for federally funded health coverage through
Medicaid and SCHIP for the first five years of residence in the United
States.?! This has been an ongoing issue between the states and the
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federal government and was part of the SCHIP reauthorization debate.
States and many other stakeholder groups argued that reinstating eligi-
bility for noncitizen children would ultimately reduce uncompensated
care costs and improve overall child health and development. However,
restoring coverage to certain legal immigrant children who are cur-
rently ineligible under the five-year bar on eligibility was not included
in the final conference agreement. In the meantime, many states have
decided to cover noncitizen children with state-only funds. Several
states, including Hawaii, Illinois, Maine, Massachusetts, Pennsylvania,
Washington, and Vermont cover certain groups of noncitizen children
as part of their universal coverage plans.”? However, only Hawaii, I1-
linois, Massachusetts and Washington currently provide coverage for
undocumented immigrant children.”

Renewed outreach and enrollment initiatives have featured prominently in
states” universal coverage efforts. States have launched media campaigns
and partnered with schools, community-based organizations, and advocacy
groups to increase awareness of public coverage. Many have continued the
progress made through SCHIP by using simplified enrollment and retention
strategies. Nearly all states now use a single
application for both Medicaid and SCHIP and
have shortened the application form. (See text
box for further discussion.) Today, 16 states
offer 12-month continuous eligibility for chil-
dren in their Medicaid programs and 27 states
offer it in their separate SCHIP programs.* An
increasing number of states are making use of
income and other personal information from
existing data systems to assist in enrollment.

Simplification: A Double-Edged Sword

Ongoing research and monitoring of states’ eligibility and
enrollment processes over the past ten years have shed
new light on the extent to which these administrative
procedures can encourage or deter participation. Some
of the aspects of welfare programs that were effective
at deterring applicants from enrolling carried over into
States have also linked health care coverage the Medicaid eligibility and enrollment process. These
programs with other assistance programs, barriers included long wait times spent at county wel-
like the Free and Reduced Price School Lunch fare offices where a face-to-face interview was required
in order to be approved for benefits and burdensome
paperwork requirements, such as 30-page applications,
quarterly redeterminations of eligibility, and extensive
documentation requirements. The chilling effect of these
types of procedures became clear only when states expe-
Maryland will include a question about health rienced remarkable enrollment increases as they began
insurance coverage on the state tax forms; it to streamline their processes. This phenomenon also
will then send Medicaid and SCHIP applica- enabled states to attach dollar amounts to the processes
for purposes of estimating potential cost-savings during
difficult financial times. Today, states sometimes resur-
rect burdensome administrative procedures in order to
contain costs. These types of programmatic changes are
easier (and more politically palatable) to institute than
States are facing interesting new challenges an official rollback of eligibility, which can be difficult to

as they design outreach, marketing, and restore when economic times improve.
programmatic strategies for reaching the

Program, to identify children who are eligible
but not enrolled. Finally, states are beginning
to work within the tax system to conduct
outreach to potentially eligible families. For
example, beginning in the 2008 tax year,

tions to parents who indicate that they have
an uninsured dependent child, if they appear
to meet the income eligibility requirements for
public coverage.”
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population of uninsured children whose families likely earn too much
to qualify for Medicaid or SCHIP (even at expanded eligibility levels)
but either do not have access to employer coverage or cannot afford the
coverage that might be available to them.* This segment of the population
may not ever have been exposed to a government-sponsored program
before (or, if they had heard of SCHIP, assumed they were not eligible).
Pennsylvania has had success reaching out to a broader population
through marketing campaigns throughout the state and the slogan,
“We Cover All Kids.” The state has also posted a notice on its Web site,
“CHIP Has Expanded. More Children can enroll. Don’t assume you earn
too much to qualify.”*

Foundations as Core Supporters

To bolster states’ efforts, several national foundations, including the David
and Lucile Packard Foundation, the Robert Wood Johnson Foundation,
and the W. K. Kellogg Foundation are supporting technical assistance and
other activities to help states achieve universal coverage for children. Sev-
eral state officials have acknowledged the importance of this foundation
support, both locally and in a broader sense. Discrete projects now under
way focus on providing guidance regarding outreach strategies targeted
at children who are eligible for public programs but are not enrolled and
supporting broader state-based advocacy efforts. For example, in 2008 the
Packard Foundation launched the Finish Line Project, a $15 million initiative
that provides financial and technical support to advocacy organizations in
states positioned to make significant advances in children’s coverage. These
efforts are led by grass-roots organizations, child advocacy groups, or alli-
ances or coalitions focused on expanding children’s coverage. The Center
for Children and Families, based at Georgetown University’s Health Policy
Institute provides research, policy, and communications support to each of
the eight Finish Line grantees (Arkansas, California, Colorado, Iowa, Ohio,
Rhode Island, Texas, and Washington). Another component of the Finish
Line project will include a multistate evaluation to monitor the progress
and impacts of the advocacy efforts and the implementation of new state-
initiated children’s coverage expansions.?®

The National Academy for State Health Policy (NASHP) has, with ongoing
funding from the Packard Foundation, provided support to states in imple-
menting and improving SCHIP since the program was enacted. NASHP is
also assisting state agencies working to achieve coverage for all children.
Begun in 2006, this work now serves as a component of the broader Finish
Line initiative, with NASHP providing technical assistance and state-to-
state learning exchange opportunities. In addition, the organization serves
as the national program office for a new Robert Wood Johnson Founda-
tion initiative, the Maximizing Enrollment for Kids program that aims to
increase enrollment and retention of eligible children into Medicaid and
SCHIP programs and to establish and promote best practices among states
in this area. The program is designed to help selected states improve their
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enrollment policies, procedures, and systems by providing an in-depth
assessment of the strengths and weaknesses of their current Medicaid and
SCHIP enrollment and retention processes. NASHP will also be assisting
states with implementation strategies to cover more children who are
eligible but not enrolled and will be measuring the states’ progress.”

Profiles in Leadership

Several states can be considered at this point to have real experience in
implementing universal coverage programs for children as well as adults.
The most highly publicized efforts have been in Massachusetts, Maine, and
[llinois, but Pennsylvania, Wisconsin, Hawaii, and Washington also have
interesting stories to tell. To date, more than half of the states are seriously
considering, if not formally pursuing, significant coverage expansions for
children. A growing number of these states are on the road to universal
coverage (see Appendix). The initiatives of three states—Pennsylvania,
Washington, and Hawaii—are described below.

Pennsylvania —In 2004, the Pennsylvania Insurance Department released
results of a survey that found that an estimated 133,000 children, or 4 per-
cent of the state’s child population, did not have health insurance.’® And of
these uninsured children, 108,000 were thought to be eligible for Medicaid
or SCHIP (known as CHIP in Pennsylvania). In response, Gov. Ed Rendell
announced the Cover All Kids initiative in January of 2006.*' The initiative
began with a significant expansion of CHIP to provide coverage to children
with family incomes up to 300 percent of the FPL.

Families have the option to buy in to the Pennsylvania CHIP plan on a
sliding scale, if their income exceeds 200 percent of the FPL. Families with
incomes above 300 percent of the FPL pay the full cost of coverage—an
average of $160 per child, per month. Families wishing to buy into CHIP
must demonstrate that private coverage is unavailable or was denied due
to a preexisting condition or that the cost of such coverage is unaffordable
as determined by the state. There is a six-month waiting period for CHIP
for families with incomes above 200 percent of the FPL, unless the child is
under age two or lost insurance due to a parent’s loss of employment.*

Improving outreach and enrollment has been a critical part of the state’s
coverage initiative. Pennsylvania has had great success at streamlining
enrollment and renewal processes through the use of innovative technol-
ogy, in particular an online application called COMPASS (Commonwealth
of Pennsylvania Access to Social Services).* It has also partnered with
community-based organizations, health departments, and schools to
market the program to targeted populations (for example, non-English-
speaking children, minority groups, and inner-city and rural children).
Since implementing Cover All Kids in March 2007, Pennsylvania has
provided health coverage to 51,368 additional children, more than half of
whom were already eligible for Medicaid or CHIP programs.*
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Washington — The state of Washington has had a history of ups and
downs as a leader in pursuing coverage expansions for children. The state
typically has one of the lowest rates of uninsurance, only 4.4 percent of
children, and has been providing health coverage to children, regardless
of their immigration status, since the passage of welfare reform in 1996.
However, budgetary challenges beginning in late 2002 prevented the
state from making further advances, and an estimated 50,000 children
lost Medicaid and SCHIP coverage between 2002 and 2005.* When Gov.
Chris Gregoire was elected in 2005, she ran on a renewed promise to cover
all children in Washington by 2010.% In 2007, the state legislature enacted
a plan to “cover all kids,” which phases in coverage for every child in
Washington.” Today, children with family incomes up to 250 percent of
the FPL are eligible for coverage, regardless of immigration status through
a combination of Medicaid, SCHIP, and a state-funded program. The state
will increase eligibility to 300 percent of the FPL through SCHIP and the
new state-funded program in January 2009.* Under the planned expansion,
families with incomes above 300 percent of the FPL will have the option
of buying in to health coverage at full cost.””

In addition, Washington is developing several measures to increase en-
rollment and retention in Apple Health for Kids, the new program name
that will encompass coverage for children in one program.* If a change
in family income results in a change in eligibility for any other coverage
program, the family will be notified and automatically transferred to that
program without a break in coverage. The state is required by statute to
collaborate with local public health agencies, health care providers, par-
ents, and selected state agencies to assist in outreach and helping to ensure
access to medical homes.*

In the first year of implementation of the outreach efforts, organizations
in almost every county in the state received grants to develop the infra-
structure needed to enhance local outreach efforts. In addition, outreach
organizations began receiving $75 per successful application for helping
families navigate the enrollment process if they were already enrolled in
other state programs, such as Basic Food, the Early Child Care Subsidy
Program, or child support. In the second year, outreach organizations will
receive $150 for each child that is successfully enrolled. While efforts to
streamline the enrollment process are still under way, the state is working
toward using enrollment information from other programs to generate
lists of children to be potentially targeted for outreach.*

Hawaii — In 2006, over 16,000 children, or 5 percent of the child popula-
tion in Hawaii, lacked health insurance. And 9,000 of these children were
thought to be eligible for Medicaid or SCHIP coverage.* In October 2006,
the state received approval from CMS to increase SCHIP eligibility to 300
percent of the FPL. The state passed legislation in 2007 that eliminated
premiums for enrollees in QUEST (Hawaii’s Medicaid managed care pro-
gram) who had family incomes between 250 and 300 percent of the FPL
(making the program entirely free) and established Keiki Care, a three-year
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pilot program for children ineligible for Medicaid or SCHIP, regardless of
income or immigration status. Keiki Care was launched in April 2008 and
provides coverage to children from one month old up to age 19.

The Keiki Care program is funded through a public-private partnership
between the state and the Hawaii Medical Service Association, which is
the local Blue Cross/Blue Shield nonprofit insurance company. Enrollees
in Keiki Care are not assessed premiums, though they are subject to cost
sharing. Keiki Care offers a slightly more limited benefit package than
the state’s Medicaid or SCHIP program.* It imposes a six-month waiting
period, and children must not have been eligible for any other public
coverage program during this time. Children in Medicaid or SCHIP who
lose coverage due to an increase in income are eligible for Keiki Care and
are not subject to the six-month waiting period. The expansion is being
financed with state-only funds. As of July 2008, 1,951 children were en-
rolled in Keiki Care.*

Children’s Health Initiatives:
Lessons from California’s Counties

With a large and ethnically diverse population, California has a long
history of struggling to find the best ways to take care of its most vulner-
able citizens (and noncitizens). The state has been a consistent leader in
developing and implementing its SCHIP program, Healthy Families, and
although the state has not resolved the larger question of how to structure
universal coverage at the state-wide level, California offers several clear
and well-documented lessons from the experiences of its nearly 30 county-
based children’s health initiatives, known as Healthy Kids programs.

“From the get-go, we said we are covering all kids. We didn’t care
whether they had a green card, a blue card or whatever color card—a
kid is a kid.”

— Leona Butler, Chief Executive Officer, Santa Clara Family Health Plan*

Healthy Kids was first established in 2001 in Santa Clara County, located
in the San Francisco Bay area. The program was the result of what seemed
then to be a unique collaboration among a group of stakeholders in the
community committed to universal coverage for children, augmented
by the leadership of Leona Butler, the chief executive officer of the Santa
Clara Family Health Plan. Also known as Children’s Health Initiatives,
the Healthy Kids program provides comprehensive insurance coverage
to all uninsured children up to age 18 who have family incomes up to 300
percent of the FPL and are not eligible for Medi-Cal or Healthy Families,
without regard to immigration status. The programs are administered by
a county-based health plan and enrollment is conducted through one-on-
one assistance designed to help ensure that children are connected to a
coverage program, regardless of whether it is Healthy Kids or Medi-Cal
or Healthy Families; very few children walk away uninsured.
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Santa Clara County has been widely hailed as a success, and several
independent evaluations of the program have underscored its contribu-
tion toward increasing children’s coverage, improving access to a usual
source of health care (90 percent of enrollees), and reducing unmet health
needs.”” As a result, more than half of California’s counties have repli-
cated the Healthy Kids model. To date, 30 of the state’s 58 counties have
implemented children’s health initiatives, serving more than 80,000 chil-
dren.* Because a large portion of Healthy Kids enrollees were expected
to be noncitizen (often undocumented) children, the programs were by
definition not eligible for state or federal Medicaid matching funds, so
alternate financing streams had to be identified. In 2004, Santa Clara, San
Mateo, and San Francisco counties did receive approval for a special sec-
tion 1115 Medicaid waiver that enabled the counties to receive state and
federal funds for citizen children with family incomes between 250 and
300 percent of the FPL, but that funding is not available to support the
broader coverage effort.

The absence of federal financing for the vast majority of the county-based
initiatives, along with difficult economic times, has left them extremely
vulnerable in the long-term. Although each county initially secured
a diverse base of public and private support to subsidize the Healthy
Kids program, few of the counties have sufficient funds to enroll all
of the children who have been identified as uninsured and potentially
eligible. An increasing number of programs have capped enrollment in
the past three years, and 20,000 children are currently on waiting lists
for Healthy Kids.* And the failure of the major push for universal health
coverage and health system reform in the spring of 2008 has made the
county initiatives less and less secure. On July 21, 2008, Alameda County,
one of the state’s early and more progressive leaders in implementing
Healthy Kids, announced that it will be closing its program due to lack
of permanent funding.”

GETTING TO THE FINISH LINE

As another round of debate over SCHIP reauthorization nears and econo-
mists and health policy experts continue to contemplate the pieces that
could potentially be fit together to restructure the health system, states
are indeed serving, in the words of Supreme Court Justice Louis Brandeis,
as “laboratories for democracy.” State experiences provide valuable les-
sons for designing coverage expansions and can also inform the national
landscape and encourage more active federal leadership in pursuing
incremental expansions of health coverage. At the same time, the chal-
lenges that have emerged provide a cautionary tale about the long-term
sustainability of coverage initiatives that do not include a guarantee of
federal support, particularly during these difficult economic times. This
issue is one that resonates with all states and is one of the key reasons
federal leadership may be necessary in order for any state-based reform
effort to ultimately succeed.
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