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Health Insurance Subsidies for the Temporarily Unemployed:
How Many Workers Will Gain Protection?

Of the 127 million civilian workers in the U.S. today, approximately 7 million workers, would
gain added protection against being unable to afford health insurance while unemployed.
Women would account for between 39 percent and 49 percent of these, or between 2.7 miliion
and 3.5 million protected workers.

This 1s a conservative estimate near the lower end of possible estimates, which range between 6.0
million and 9.1 million protected workers (including from 2.3 million to 4.5 million women), as
explained below.

Workers “gaining protection™ is a broad measure, encompassing many workers who might
become eligible to receive subsidies but who would not, in fact, receive them. They are defined
to be those who (1) are expected to be eligible to claim unemployment benefits and (2) are
covered by a health plan at their job prior to becoming unemployed. This includes some
individuals who actually would not become eligible for subsidies under the program because
they (1) would be able to maintain their families’ incomes above 240 percent of the poverty
threshold while they are unemploved or (2) would be eligible for coverage under their spouses’
plans. It also includes some individuals who would be eligible but who would not claim the
subsidy.

These estimates are derived as follows:

1. Twelve percent of workers are assumed to be claiming unemployment benefits at some
point during the vear (Bruce Meyer and Dan Rosenbaum, NBER working paper 5423,
footnote 8, page 8).

2. We arrive at a range of estimates of the total number of workers gaining protection
because of uncertainty over the total number of workers who are eligible for
unemplovment benefits. The best estimates are that between 83 percent and 55 percent of
workers eligible to claim unemployment benefits actually do so ( Patricia Anderson and
Bruce Meyer, NBER working paper 4787, footnote 1, page 1). Therefore, between 14.5
percent and 21.8 percent of workers will be eligible to claim unemployment benefits at
some point in 1997 (12% /0.83 = 14.5%; 12% / 0.55 = 21.8%).

We assume that 33 percent of workers who are eligible for unemployment benefits have
health coverage at a job sometime that vear.

A¥3 )

As a proxies for workers eligible for unemployment benefits, we examined (1) workers
who worked less than 32 weeks in 1993 and (2) workers who looked for work or werz on
layoff from a job while not working in 1995. According to the March 1996 Current
Population Survey, 31 percent of the former and 33 percent of the latter reported that
they were covered by health insurance at their jobs at some time in 1995.




01/31/97

AV 13

20:18 202 219 5333 USDOL/PWBA/OREA fdoo3

To be eligible for the subsidy, a worker must have 6 months of prior coverage on the job.
“The proportion with such coverage is probably not too different from the 33 percent that
had coverage at some time during the vear.

Therefore. the proportion of workers “gaining protection” is between 4.8 percent and 7.2
percent (14.5% X 0.33 = 4.8%; 21.8% X 0.33 = 7.2%).

According to BLS, there were 126.7 million civilian workers in the U.S. as of December
1996 (seasonally adjusted). Hence, the number of protected workers is between 6.0
million and 9.1 million (4.8% of 126.7MM = 6.0MM; 7.2% of 126.7MM = 9.1MM).

Women make up 49 percent of those who worked in 1995 and 39 percent of 1995
workers who looked for work or were on layoft on while not working in 1995. Using this
as the range of protected workers likely to be women, and applying it to the range of
workers likely to be protected. we conclude that 2.3 million to 4.5 million protected
workers will be women (39% of 6.0MM = 2.3MM; 49% of 9.1MM = 4 5MM).
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HEALTH COVERAGE FOR WORKERS BETWEEN JOBS

Over the past few months, HHS has worked with staff from OMB, Labor and Treasury to refine
the analysis and policy of the Health Coverage For Workers Between Jubs program. The
following summanzes the contents of the proposal as agreed to by the Secretary in hzr discussions
with the President.

Changes to Last Year’'s Proposal

The essential elements of iast year’s proposal are retained, except for the following changes which
are unresolved:

1.  The cap.

HHS proposal: HHS had proposed @ mechanism for adjusting the base budgeted amount each
year to reflect significant changes in the economy. OMB, however, has raised concerns about how
such a mechanism would be scored and whether it would be a “capped entitlement.” [Last vear’s
proposal would have relied more on a lean program and the ability of states to carry over excess
grant money (up to five percent of an annual grant); however, these mechanisms may not be
sufficient to accommodate significant changes in unemployment over short periods of time and
would not result in funds flowing to the states that experience the most significant changes in

unemployment.]

OMB proposal. OMB wouid eliminate any adjustment i the base. Instead, they would add a
five percent increase to the base as a loan fund, with the provision that the loan fund be restored to
the five percent level annually 10 cover any outstanding loans. HHS has two concerns with this
approach: 1) a five percent loan fund is not adequate to cover a sharp increase in unemployment
(twice in recent vears the annual change has been close to 40 percent); and 2) loans would he
repaid by a reduction in future grants to the borrowing states, which could put states into a death
spiral (i.e., not have a large enough grant to pay their current costs and service the debt).

HHS position: Given that this is to be a four year demonstration program, HHS would prefer to
keep the structure and administration of the program simple and not include the loan program. In
explaining the proposal. we wili explain that an zdjustment mechanism is one of the issues the
department will examine further and address in any recommendations at the end of the
demonstratior.

2. COBRA first.

MHS propesal: To align the proposal with the Kennedy-Kassebaum bill and to assure the most
efficient use of federal money, eligible participants would retain COBRA coverage where
available. States will still have the flexibility 1o develop altemative delivery mechanisms, but they
will have to demonstrate that the alternatives are cost-etficient and protect the insured’s rights
under the Kennedy-Kassebaum law. [Last year’s proposal would have given the states greater
flexibility to use alternatives to COBRA.]
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OME proposal: They tentatively agreed to accept the HHS proposal.

3 Adjustment for geographic variation in health care costs.

HAS proposal: Grants would be allocated on a quarterly basis based on a state’s share of the
national unemployment and adjusted to reflect the relative cost of health care among the states.
We have not specified the specific index that would be used because we are still exploring several
options and expect that any index will be the subject of extensive discussion and negotiation with
the Congress. [Last year’s proposal did not include an adjuster for geographic differences ia health

care costs.)

OMB proposal: OMB would drop the inclusion of a health care adjuster and leave the issue to be
a study item 1n the evaluation of the program (see below).

HHS position: The department will defer to the White House.

4. Change in the phase-out of the subsidy level,

HHS proposal: People at 100 percent of poverty would receive a 100 percent subsidy; the
subsidy is reduced to 50 percent at 240 percent of peverty. [Last year's proposal would have

reduced the subsidy to zero at 240 percent of poverty. |

OMB proposai: OMB has tentatively agreed to this (they want to recheck the numbers once
more).

HHS position: HHS wants to retain the 50 percent subsidy at the 240 percent of poverty level
phase-cut because the cost is not significant and it 15 embedded in all the recent estimates for the

cost of the program.

5. Conduci an evaluation of the program.

HHS proposal. BHHS would conduct an evaluation of the program in consultation with the
Department of Labor. [Last year’s proposal would have established a Presidential Commission. ]
Recently, Labor asked that the study be a joint evaluation of the two departments.

OMB proposal: OMB wants to retain the Presidential Commission established in Jast year’s
proposal. HHS believes that with the Quality Commssion and possibly a Medicare commission
that another commission for a relatively small programs such as this is unnecessary.

HHS position: HHS opposes the Presidential Commission as being unnecessary. The department
opposes the “joint evaluation™ as being administratively burdensome, but would support language
that requites HHS to consult with Labor in conducting a program evaluation.

6. One-Stop Centers: The current proposal requires state unemployment insurance offices to
make program information and applications available to Ul applicants. In addition, the




D ———
IO ’/ I/' " - K
1/10/97 15:37 202 401 7321 HHS ASPE/HP +-+= JENNINGS @oos,005

Department ot Labor would like specific language requiring worker “One-Stop Center” to also
provide the infermation. HHS will accept the Labor preposal.

Last Year's Proposal — Pyr
The following elements of the program have been retained from last year’s proposal.
1. Federal Funds for States.

o  Would establish a four year demonstration project and provide ansiual grants to states
which choose to participate. HHS would operate a program in a state that chooses rot to
participate.

!\)

Eligibility for Coverage
0 Recipients must be in active unemployment insurance claims status.
o Coverage would not exceed 6 months.

o Individuals must have had health insurance coverage through their last employer for at
least the six previous months (including plans where the employee paid the full cost).

¢ An employed spouse must not have health insurance coverage or, if covered, the
employver contributes less than 50% of the premium.

o The individual or family must not be eligible for Medicaid or Medicare.
o Individuals will be eligible based on their place of residence.

¢ No reduction can be made in the duration or amount of unemployment benefits as the result
of an individual participating in the health care coverage program,

3. Benefits

o State weuld have the option of extending eligibility periods or providing a more generous
package using state funds.

0 Any reduction in cither the duration or extent of hzalth coverage benefits would have to be
approved by the Secretary of HHS.

4. Administration

o The state (or its contractor) must conduct all eligibility determirations.
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o Unemployment clajmants are informed of possible coverage eligioility at the time that an
eligibility determination for UI benefits is made.

o Recipients nmust be informed that program funds are limited. which could result jn reduction
or elimination of benefits if funds become exhausted.

o Funds from the grant will take the form of letters of credit to the states.

o

Program infcrmation and applications will be available in every local unemployment
office/one-stop office.

cui97.wh
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Final Model Adjustments and Program Recommendations for Workers Between Jobs

Over the past few months, HHS has worked with the Urban Institute and staff within the
Department and from OMB, Labor, and Treasury to refine the analysis and policy parameters of
the Health Coverage for Workers Between Jobs program. This memorandum outlines
methodological changes that have been accepted by technical staff, and recommended program
design changes from last year’s proposal and documents.

Program Design Changes

On November 1, there was a meeting at the White House with the other departments to discuss
possible program design changes. (See Attachment A). At the meeting there was general
agreement on the recommendations but there was no closure on the issues. The proposed
changes were:

1. The cap: The program is, and will remain, acapped entitlement. However, there are several
options for structuring the cap to allow adjustments to reflect sudden changes in unemployment.

(See Attachment B.)

The current proposal contains two mechanisms to ameliorate, at least partially, sudden changes
in unemployment or estimation errors without circumventing the cap. It would 1) establish a
federal loan program (two percent of the annual expenditures); and 2) allow states to carryover
unspent funds, up to five percent of their highest annual grant. The concerns with these options
are that it may be difficult to collect loans (without undermining future coverage) and that
allowing states to accumulate carryover funds may be inefficient (i.e., the states that have
carryover funds would not necessarily be the states to face a shortfall due to a sharp increase in
unemployment).

Staff recommendation: The objectives remain the same--maintaining sufficient
flexibility to allow for sudden changes in unemployment while retaining the reality of a “capped”
entitlement. Attachment B sets forth two options that maintain a cap and provide flexibility in
responding to shortfalls. The outstanding issue is how OMB and CBO would actually score
either option-- that is, would they view the adjusters and other provisions in the bill as \PW\
sufficiently viable that they would score the proposal at the base rather than the ultimate cap? | &
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2. COBRA first: States would have to require beneficiaries to use COBRA coverage, if fosts b
available; alternatives would be permitted only if the state could demonstrate that they were cost- ey \op}.efj
efficient and they did not jeopardize a person’s portability rights under the Kassebaum-Kennedy
legislation. This would minimize program cost to the federal government, but employers may
strongly oppose this approach because COBRA effectively means they bear some of the risk and NS \ /\D

cost of the unemployed. \/\ -@J‘/

Staff recommendation: Require COBRA coverage unless the alternatives are as cost
efficient and protect portability rights.
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3. Flexibility in subsidy levels and benefit duration: Because states could experience a shortfall
in funds, the current proposal would allow a state to “reduce the duration or extent of a
program’s assistance.” Staff agree that shortening duration should be an option, but there was
some concern about reducing subsidy levels. Urban’s analysis shows that reducing the subsidy
level from 50 to 20 percent at 240 percent of poverty would save 6 to 8 percent, which would
probably be too little to assist a state facing a significant shortfall. Reductions in duration would
have more significant effects on reducing costs (e.g., imposing a one month waiting period could
reduce costs 20 to 25 percent).

. . . 4 S\j ey
Staff recommendation: Only allow changes in duration. Rt W\Q 1 Pl A /

4. Adjuster for geographic variation in health care costs: The current proposal does not contain
any adjustment for health care cost differences in the allocations of grants to the states. Ideally,
we would want an adjuster that reflects the relative cost of health insurance premiums among the
states, but unfortunately, no such index exists. A number of other options were considered, and
the best proxy appears to be an iidex developed by HCFA’s Office of the Actuary which reflects
private sector expenditures based on residency. This incorporates both cost and utilization.
However, staff continue to explore other options, including the use of OPM’s claims data file
which might be used to construct an index of costs for a common set of benefits.

Staff recommendation: Draft the new proposal to include a health care adjuster but not
specify a particular index, knowing that this will inevitably be the subject of extensive discussion -
on the Hill regardless of what the Administration initially proposes.

5. Demonstration or permanent program: The current proposal is to establish the program as a
four-year demonstration. The question is whether to retain it as a time-limited demonstration

AE—

billion (see Table 1; impact of the program is contained in Tables 2-6). ¢ 5?
~

Staff recommendation: The decision is a function of the overall budget. 3

6. Eliminate Ul participation for health coverage eligibility: The proposal currently requires Ul
participation as a criterion for program eligibility. Congressional staff suggested eliminating this
requirement, thereby expanding program eligibility.

Staff recommendation: Retain the Ul participation requirement for two reasons: 1)
eliminating requirement would increase the cost (we do not have a specific cost estimate) and
administrative complexity of the program; and 2) requiring Ul participation would induce new
participation in the UI program, which is itself an economically desirable goal (state participation
rates in Ul vary from as low as 20 to over 60 percent).

g
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program or propose it as a permanent program. The five year cost (FY ‘98-’02) would be $12.4
e
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&iq/)lllow unemployed people with non-group coverage to be eligible: The current proposal
uires the unemployed to have had at least six months of employer sponsored insurance (i.e.,
group coverage, though the language provides the Secretary with some flexibility to define
eligible coverage). The Department of Labor has proposed allowing people with non-group
coverage also to be eligible. They argue that this would be more equitable. Urban estimates that
this change would increase program costs approximately 10 to 12 percent (i.e., $230-260 million
in FY 1998); a Rand analysis of SIPP data suggest an increase closer to 20 percent ($460
million).
Staff recommendation: The decision is a function of the overall budget. — 54/(\ S ﬂ/&\
8. Allow program participants who take jobs without insurance to remain eligible for

\U{\& subsidies for the remainder of their six months coverage: The Department of Labor proposed
) this change, arguing that this would reduce, slightly, the incentive to not take a job without health

- L)Vb insurance. Urban estimates that this change would increase program costs approximately 10 to
}}‘g\\’\k? percent (i.e., $230-260 million in FY 1998).
(A
NI
Staff recommendation: The decision is a function of the overall budget. \:\75 J ;
Model Changes

1. Under reporting: The most serious estimation problem has been the observed under
reporting, both numbers of recipients and the dollar amounts of benefits, in the CPS compared to
administrative data compiled by the unemployment insurance program in the Department of
Labor. The under reporting is as much as 30-35 percent. Using tax filing data, Urban was able
to reduce the under reporting to 10-15 percent. The assumption has been made that this
remaining under reporting is primarily from non-filers of tax returns--that is, lower income
people. Thus, out-of-model adjustments were made to eliminate this under reporting by
assigning it to lower income people.

2. Other changes: Several other aspects of the model were revised to incorporate better data and
more realistic assumptions, including the likely “take-up” rates for insurance as the subsidy level
is phased-out and the cost of insurance for this population.



These modeling changes are reflected in the final estimate for FY 1998.! (Last year, the estimate
for FY 1998 was $1.9 billion; the revised estimate is $2.3 billion, a 19 percent increase.)

Attachment C explains the model changes in more detail. These changes have been reviewed
within HHS, Labor, Treasury and OMB, all of which concur with the changes.

"The estimate does not include the effects on the unemployment insurance program--that is, the existence of a
health insurance subsidy will induce more people to enroll in the Ul program. Since the Ul program is an existing
entitlement, the induced participation in Ul is not considered “scoreable.” For information purposes, however, we
will work with Labor to prepare such an estimate.
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Updated Proposal:
Coverage For Workers Between Jobs

There are six design and three estimation issues that need to be resolved before final estimates
and statutory language can be prepared. This memorandum provides an update on the status of
the issues.

Program Design Changes

The work of the last few months has raised issues about the initial design and possible
refinements and changes.

1. How can we best provide more funding flexibility to respond to changes in
unemployment and still maintain a capped entitlement?

Issue: We can produce a reasonably reliable estimate for the course of a business cycle
(4 to 6 years), but the margin of error for any particular year is potentially
significant. The issue is how to design the program to allow changes in costs,
given the fundamental estimation problem and the potential for relatively rapid
changes in unemployment.

Current Draft Proposal:
To address the uncertainty in estimates, the current proposal would establish a two
percent federal Joan program and allow the states to carry over unexpended funds,
up to five percent of an annual allocation. The current draft sets the cap at the
lower of a specified dollar amount ($1.519 billion in 1997) or a formula reflecting
change in unemployment and GDP per capita.

Discussion:
As an alternative to the loan program and state carryover, the entitlement could be
changed to permit greater annual fluctuation and still be “capped”. The
alternative legislative language would:

—~  specify an annual amount (e.g., $1.5 billion) based on the projection
' procedure we agree upon.

- specify adjustment factors to rebase the grant (these would probably be
changes in projected Ul claims and health care costs). The adjustments to
the specified amount would be made based on the most current data
available before the fiscal year (e.g., use July, 1996 data for adjusting the
base amount for FY 1997)..
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- establish a high upper bound that could not be exceeded, regardiess of
what the adjusters generate (i.e., it would be set at a level that would cover
most possible contingencies).

This approach is analogous to the cap in the Ryan White program. The
formulation meets the “capped entitlement” criteria; yet, by allowing for
adjustments close to the beginning of the fiscal year, we are able to set a funding
level that reflects more current economic conditions and forecasts. This method
captures the flexibility that we had previously sought to provide through the loan
program and the state carryover provisions and it eliminates their administrative
complexity. Moreover, CBO would score the two approaches at virtually the
same jevel.

Should we narrow the state flexibility in delivery mechanisms to minimize federal
cost? )

Issue: Because the program is federally funded, states have no incentive to minimize the
cost of the program. The issue is whether we should specify that the Jeast costly
approach be taken.

Current Draft Proposal:
The current proposal would allow the states to determine how the benefits would
be provided to the unemployed—e.g., COBRA, private insurance, special pools
(e.g., Massachusetts), or other approaches.

Discussion:
Analysis of the adverse selection issues demonstrates that the lowest cost is
COBRA coverage because employers bear some of the health risk inherent in this
population. Over 85 percent of the insured population is in firms that must
provide COBRA coverage (i.e. firms with 20 or more employees). Requiring
COBRA coverage, if available, would lower total program costs by approximately

10 percent.

Requiring COBRA coverage to be primary is also consistent with the Kassebaum-
Kennedy legislation. Under the law, people must exhaust their COBRA coverage
(if available) before they are guaranteed access to the individual market. If a state
were to allow or encourage the unemployed to take another option, they would be
undermining the portability provisions of the law. Thus, the COBRA requirement
makes sense from both a financial and a coverage perspective. States should be
allowed to use alternatives only when they can demonstrate that they are cost-
effective and not harmful to the individual’s portability rights. However, the
COBRA requirement might be strongly opposed by the employer community
because of the implicit subsidy.
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3. Should we provide states with greater flexibility by allowing states to adjust subsidy
levels rather than benefits?

Jssue: The potential for significant estimation errors, or rapid and unexpected changes in
unemployment, could result in a state having inadequate funds to pay for all
eligible people.

Current Draft Proposal:
The current proposal provides that grants will be based, in part, on the cost of
providing the equivalent to the federal employees BC/BS standard option plan. If
a state exhausts its funds before the end of the year, the proposal would allow the
state to 1) use carryover funds, if any, from previous years; 2) borrow funds from
a federal loan program; 3) reduce benefit levels, with HHS approval; or 4) cease
providing coverage for the remainder of the year.

Discussfon: ,
As noted above, if the Administration adopts the revised capped entitlement (#1),
then the need for the carryover and loan program is mitigated. Furthermore, if a
state relies heavily on COBRA or other private sector options for coverage, then it
may not be feasible to change benefit packages quickly to reduce costs. In short,
the current draft needs to provide better options. As alternatives, the program
could:

1) allow the states to alter the duration of the benefit, either by not providing
coverage in the first month or reducing the maximum coverage to a period of less
than six months;

2) change the subsidy level so that it phases out at less than 240 percent of
poverty;

3) maintain a Joan program; or

4) cease providing benefits for the remainder of the year once funds are
exhausted (states would have the option of using their own funds to continue the

program).

‘Finally, the legislation could require the Secretary to notify Congress informing
them when the program in any state anticipates exhausting funds within 60 days.

l. How should we adjust for geographic variation?

Issue: l-iealth care costs vary among the states. The issue is how to reflect this variation
in the allocation of grant funds.
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Current Draft Proposal:
The current proposal does not provide any adjustment for variation in health care
costs among the states; it simply allocates funds based on a state’s relative share

of unemployment.

Discussion:
HCFA’s Office of the Actuary has provided two potential rankings: one based on
a weighted average of the hospital wage index and physician price adjuster; the
other based on private sector expenditures based on residency of beneficiary (an
example of the effects of the indices is attached).

The “price index” reflects a weighted average of the hospital wage index and the
physician price adjuster utilized in the Medicare program. These are well known
“indices, but they reflect only input prices for two significant variables in overall
health care costs. The private sector expenditure index is based on research by
HCFA, but it has not yet been published and has never been used for operational

purposes.
S. Should we continue to require Ul participation for bealth coverage eligibility?

Issue: Eliminating Ul participation as a condition of eligibility has the advantage of
increasing program eligibility, particularly in states that offer relatively low Ul
benefits. The issues are whether the elimination of Ul participation would broaden
health care coverage, the effects on program cost, and the broader effects on the
unemployment insurance system.

Current Draft Proposal:
The current proposal has Ul participation as a precondition to obtaining health
care coverage. This has the effect of lowering the number of potential eligible
participants; it also simplifies administrative screening of potential applicants.

Discussion:
The option of eliminating the Ul participation requirement would make
significantly more people eligible for the program. Currently, about 35 percent of
those eligible for Ul actually receive it, the range among states is from -
.approximately 20 to 55 percent. This change would have two distinct drawbacks,
however. First, it would require different (and probably more expensive)
administrative systems to identify potential recipients. Second, the Ul
requirement for the health insurance benefit might induce significant numbers of
new people to register for Ul benefits, which would be an economically and
socially desirable objective. (Two years ago when this issue was first raised, staff
concluded that additional enrollment in the Ul program would not be “scoreable”

4




as'

by CBO because participants would be exercising an existing entitlement. If CBO were to decide
that it is scoreable, the cost implications for the Ul program could be significant.)

Should participants who take a job without insurance be allowed to maintain their
insurance coverage under the program for up to six months?

Issue: The issue is whether allowing the coverage to continue into employment would
encourage people to take a job sooner.

Current Draft Proposal:
The current draft would terminate coverage when a person ceases to receive
unemployment insurance benefits.

Discussion:
No data are yet available on the cost of this change or the number of people
potentially affected.

Modeling Issues:

1.

How should we adjust base year estimates to account for under reporting in the
CPS?

Under reporting of Ul benefits (both numbers of people and dollars) is significant,
perhaps 30% or more. We will test alternative adjustments to see what their effects
would be.

How will estimates be “synchronized” with the official OMB unemployment
projections for the base year?

The estimates we are currently using are based on generally much higher unemployment
rates than we currently have (or expect). The issue is how to adjust these estimates to
reflect the projected Ul claims and unemployment rates in the Administration’s budget.
There is still no clear consensus on bow to adjust the estimates to the projected 1997 (or
1998) unemployment rate of 5.7%. We will have additional estimates on a number of
factors by November 6. In short, however, it appears that any estimate we ultimately
agree upon will have a margin of error greater than we would like.

How should we reflect changes in premlum_s to reflect adverse selection?

Actuarial analysis shows that the original premium rates in our mode] are appropriate,
assuming that states do require people to take COBRA coverage when available. If states
allow people to choose more costly options, premijum estimates would increase due to
adverse selection (and hence, the total cost of the program would increase).
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Attachment B

Capped Entitlement Structure:
Health Coverage for Workers Between Jobs

Current Legislative Proposal

~ The current proposal specifies a federal appropriation for each year. Within that appropriation, it

includes two provisions that attempt to create flexibility to address sudden increases in
unemployment. The first provision is a reservation for a federal loan fund. Each year, one
percent of the federal appropriation is reserved, until the loan fund is at two percent of the current
year’s appropriation. If a state can show the Secretary that it needs more than its grant, it can
take a five year loan from the loan fund, up to ten percent of its yearly allotment.

Federal loans could be hard to enforce. A state would have to repay loans from subsequent year
grants. If a state did not have a sufficient surplus, it could find itself unable to repay or face ever
large shortfalls. Furthermore, if loans are not repaid, the program could become a de facto open-
ended entitlement.

The current proposal also includes a provision for carryover at the state Jevel. A state can have a
reserve of up to five percent of its annual appropriation. If the state can show the Secretary that it

" needs more than its grant, it can use these surplus funds to make up the difference. A state

carryover program may not target funds efficiently, however. Some states may carryover the
maximum amount without ever needing to expend the funds. Other states may be hit by high
costs at a time when they have not yet been able to carryover funds. Because of the problems
with the state carryover and a federal Joan program, we have developed alternative structures for
a capped entitlement.

Alternative Proposals

The following are alternative ways to structure the capped entitlement in legislation. It could be
], I1, or some combination of both. Table B-1 illustrates the differences between the two models.

1. Adjusted Cap Model
1. The first fiscal year base would be calculated as follows:

a A speciﬁed amount (e.g., $2 billion).

- b. The base amount in the budget submission is subject to revision based on changes in Ul
first claims rates, using June data (“preliminary” data are available by the 3rd week of
July; the “final” data are available by mid-August—we would use the final data). The
recalculation would be done prior to October 1. [The formula for adjustments would be
specified in the legislation. It would say that if UI claims rise by more than 0.X% from
the rate in the base estimate—based on the most recent 6 month average— grant funding
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would increase by $Y. If the claims rate has dropped, the grant would be lowered.]

The final adjustment (i.e., $2 billion + $Y) could not exceed K * initial specified amount
(i.c., K * $2 billion, where K is a fixed ratio ).

2. In subsequent fiscal years, the budget estimate would be calculated as follows:

a.  The lesser of Adjusted Base or the cap where:
—Adjusted Base = Initial Base [1b, above] * (GDPx)
--GDPx = GDP per capita, based on a five-year rolling average using the
most recent data available

b. Asin the first year, the second (and subsequent) year base is subject to an adjustment
(i.e., the $Y in 1b, above) based on the most recent data (i.e., July) on Ul first payment
rates. Again the adjustment ($Y) could not exceed {K* adjusted base}.

3. Based on historical data from 1980, staff recommends that the “K” ratio be 1.4. Since 1980,
there have been two years when the annual increase in Ul recipients exceeded 40 percent: in
1980 it was 49 percent and in 1982 it was 41.2 percent. In three years (185, 1991, 1992) the rate

was between 35 and 40 percent. See Table B-2.

" I1. Federal Carryover Model

1. The initial grant would be as in 1a & 1b above.

2. If the June adjustment (1b) is below the initial amount (1a) (e.g., Ul first claims have dropped
from the previous year), the “excess” would be carried over at the federal level “until expended™.

3. Inthe second (and subsequent) years, the previous year grant (#11-2) would be adjusted to
reflect changes in GDP per capita (#1-2 above).

4. There would be a cap on the maximum federal carryover (e.g., 10% of the highest FY grant in

 the previous four years).

— If the maximum carryover is reached, then if the final adjustment in any year (i.e., based
- on July data) shows that that year's base should be reduced because of a drop in first Ul
payments, then the final grant for that year would be reduced by $Y. [For example, if the
adjusted base in FY4 is $2.6 billion, but the July data shows a decline in first Ul
payments and therefore only $2.4 billion is needed, the $2.4 would be the funding level 1f
the federal carryover max had been reached.] X



5. The carryover would be used in years in which the annual grant is “too little”.! The carryover
funds would be used to fund states that have shortfalls in their annual grant allocations (e.g.,
shortfalls due to sudden increases in Ul first payments not fully reflected in the annual grant
calculation).

-maintaining the carryover at the federal level allows for the most efficient allocation of
funds in cases of shortfalls. Unemployment, particularly in the early phases of a
recession, is not evenly distributed among the states-—i.e., certain states or regions may
experience much sharper increases in unemployment than other areas. The federal
carryover assures that the funds can flow quickly to the areas most in need.

-if a state has “lefiover™ funds at the end of the year, the next year’s grant would be
reduced by that amount. (Since grants would be allocated on a quarterly basis, it is
unlikely that a state would accumulate significant surpluses.)

' ast year's proposal also contained & Joan program to assist states that experience a shortfall, -
Subsequently, we concluded that a loan program was probably not an effective option because a state would only be
able to use subsequent year funds to repay the loan (including interest), which might mean shortfalls in those years
because grant funds were being used to repay loans, etc.~there is no assurance that a state would have a “surplus”
year which would provnde funds to repay the joans.

Other options in the program for providing state flexibility in the operation of the program are s better way
of addressing the potential “shortfall” problem for states.



Table B1
Federal Appropriations, FY 1998-2002
Adjusted Cap and Federal Carryover Models

Federal Appropriation
J998 1999 2000 2001 2002
BASE
Scenario 1: Unemployment steady (1)
Unemployment rate (percent) 57 57 5.7 5.7 5.7
Base ($ billions) ' 230 240 250 261 2.72
Adjusted Base (3 billions) 230 240 250 261 2.72
Scenario 2: Unemployment rises in 1998 (2) :
Unemployment rate (percent) 6.2 5.7 5.7 8.7 57
Base ($ billions) 230 240 250 261 2.72
Adjusted Base ($ billions) 255 240 250 261 272
Scenario 3: Unemployment fallg in 1898 (3)
Unemployment rate (percent) 52 57 57 5.7 5.7
Base ($ billions) 2.30 240 2.50 2.61 2.72
Adjusted Base ($ billions) 228 240 250 261 2.72
CAP _(4)
Scenario 1
Base 230 240 250 261 272
Adjusted Base 230 240 250 261 2.72
Cap ' 3.18 3.22 3.36 3.50 3.65
-Scenario 2
Base 230 240 250 261 272
Adjusted Base 255 240 250 261 2.72
Cap 3.18 3.57 3.36 3.50 3.65
Scenario 3 -
Base 230 240 250 261 2.72
Adjusted Base 226 240 250 261 2.72
Cap 3.18 3.16 3.36 3.50 3.65
Scenario 1
Base 230 240 250 261 272
Adjusted Base 230 240 250 261 2.72
Federal Carryover 0 0 0 0 0
Scenario 2
Base 230 240 250 261 2.72
Adjusted Base 255 240 250 261 2.72
Federal Carryover 0 0 0 0 0
Scenario 3
Base 230 240 250 261 272
Adjusted Base 226 240 250 261 2.72
Federal Carryover 0.04 0.04 0.04 0.04 0.04
Notes:

1) The 5.7 percent unemployment is in the Administration's economic forecast for FY 1997-2002. The cutrent rate is 5.3 percent.
2) The FY 1897 unemployment rate is assumed to be 5.7 percent.

3) The FY 1897 unemployment rate is assumed to be 5.2 percent.

4) As noted in the attached document, cap = 140% of previous year's adjusted base.
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1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1954

Changes in Unemployment Insurance Recelpt, 1980-1994

Table B2

umnmmmmmzm

3,849
3A25
45837
4,705
2912
2,135
2,693
2,339
2,111
2,154
2,530
3,505
4,795
4,088
2,387

41.4

49.0%
. -11.0%
412%
2.7%
<38.1%
«6.1%
-15%
-132%
-98%
2.1%
174%
38.6%
36.8%
«14.8%
-29.4%

Percent change from
dysn 4dyeas Jyean
433% 22% 2% -35.7%
32.6% 275% <13.0% -314%
25.1% $72% $01% 229%
4% 222% 1% 752%
«398% -15.0% -244% 12.7%
A19% 435% 202% <29.0%
75% A42.7% 443% 2]14%
«145% 19.7% -503% <51.6%
216% 28% <275% -55.1%
79% 200% <212% -26.0%
19.8% 2% £.1% <1.5%
62.7% 66.1% 4995% 30.1%
89.6% 1226% 1272% 103.0%
16.6% 61.6% 89.7% 93.6%
<398% -17.6% 14.1% 34.0%
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} Attachment C

THE URBAN INSTITUTE

MEMORANDUM

To: Steve Finan and Christy Schmidt

FROM:  Eric Meier

THROUGH: John O'Hare and Sheila Zedlewski

DATE:  November 12, 1996

RE: Ncuf HIFTU Estimates and Projection to 1998

This memorandum describes the adjustments we made to the HIFTU mode] and the
approximate effects they have on estimates of program costs. It also presents our
recommended model for projecting the program cost for 1998.

Corrections for Underreporting

In previous versions of our model, only persons who reported UT benefits and also reported
that they were looking for work or on layoff were eligible for the HIFTU program. These
persons account for about 72 to 83 percent (depending on the analysis year) of CPS-reported
Ul benefits. Between 12 and 19 percent of CPS-reported benefits are attributable to persons
who do not report that they were looking for work or on layoff, but do report periods in
which they did not work!. In the latest version of our model, we spread the reported Ul
benefits of these persons over the weeks in which they were not working and grant them
eligibility in months in which they did not work. This adjustment results in an increase in
subsidy costs in the range of 18 to 24 percent.

Carryover Population :

In my October 25, 1996 memorandum, I suggested that we attempt to make an adjustment
to our model to account for the one-third of Ul bencHiciarics that would have used up some
of their benefit weeks in the previous calendar year. The issue is that the maximum number
of weeks receiving benefits for these persons should not be 26 (or 39 in a EUC year), but
rather should be 26 less the number of weeks in which they received benefits in the previous
year. However, it is unclear how we would identify the carryover population, and if we
chose it randomly, two-thirds of our cstimated carryover population would be characterized
incorrectly. Furthermore, even if we could identify the carryover populstion, deciding how

! The balance of reporters of UT benefits report that they worked for all §2 weeks of the
previous year. We do not grant eligibility to these persons.



many weeks they were unemployed in the previous year would at best be guesswork. Taking
into account these difficulties and our asscssment that the probable effect of such an
adjustment to the carryover population’s maximum rumber of weeks would be quite small?,
we recommend that no adjustment be made for this group.

Alignment to SOI .
We use the distribution of UI beneficiaries by Adjusted Gross Income (AGI) from Statistics
of Incorne (SOI) data in order to make another partial correction to the underreported

CPS/TRIM Ul data. We assign Ul benefits to persons who report unemployment but not Ul

benefits on the CPS if their AGI class is under represented compared to the SOI data. We
essign them the average weekly benefit of CPS reporters in their AGI class and allow them
to receive the weekly benefit over the time that they were unemployed, up to a maximum of
26 weeks. Over the five years that we aligned, the ratio of the increase in subsidy dollars 1o
the increase in UT benefits seems to be fairly stable: a onc percent increase in Ul benefits
results in an approximately half percent increase in subsidy dollars.

Health Coverage

One of the limitations of the CPS\TRIM data is that they do not allow us to accurately
identify whether a person had his or her own employer sponsored insurance (“ESI own™)
prior to his or ber spell of unemployment. For example, the carryover population would not
be reporting their health insurance coverage prior to unemployment. In addition, we are
unsble to determine whether a person had 6 months of continuous coverage.

Previously, in order to approximate the “ESI own” population, we granted eligibility to
persons with non-group, state-optional Medicaid, and other coverage as well as those who
reported their own employer coverage. The idea being that we were missing & significant
portion of the “EST own” population and that other small coverage groups could serve as
substitutes for the missing.

After reading Jacob Kiennan's recent memorandum, we decided that it would be more
sppropriate to use the SIPP ratio of Ul recipients with 6 months of continuous ESI coverage
to all UI recipients (0.26%/0.82%=32%) in order to come up with a method for adjusting our

* coverage eligibility methodology. Using the CPS\TRIM date, we found that the percent of

UI recipients that reported their own ES] fell in the range of 30 to 36 percent for each of our
analysis years. Since this range was o close to the SIPP estimate stated above, we decided
o use this population (those reporting ESI own at some time during the analysis year) to
approximate the Ul beneficiary population that received 6 months of continuous ESI
coverage prior to unemployment. Although we are certainly miscategorizing some persons,
it seems unlikely that we could get closer to the true population using CPS\TRIM data.

2 Only & subsst of the carryover population would be effected by the adjustment. These
111 beneficiaries who received benefits in the previous year, exhsust them in the current year,
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Adjusting the model such that only “ESI own” reparters are eligible for subsidies results in
a reduction in eligible subsidy dollars in the range of 20 to 25 percent®.

Take-up

Our previous take-up assumptions were very crude. Seventy-five percent of ESI-covered
persons and 100 percent of persons covered by one of the other coverage groups (mentioned
above) took-up.

Our new assumptions are somewhat less crude. Persons eligible for 2 full subsidy take-up
at 100 percent. The take-up rate for persons eligible for a partial subsidy is a linear function
of the rate of subsidization with 100 percent take-up at 100 percent subsidization and 50
percent &t no subsidization. We also specify an altemnative take-up assumption that applies
2 20 percent take-up at no subsidization.

Adjustment to 1998 premiums and population
We have adjusted our estimates 1o reflect 1998 premiums and population growth. This
should result in an approximately 12 percent increase in program costs. Components of this
estimate are listed below.

Premium growth from ‘9710 ‘98 1.048

Inflation from ‘96 to ‘98 : 1.058

Population growth from ‘9710 ‘98 1.010

The new monthly premiums in 1998 dollars are:

Single $24]

Couple : $482

One Parent $470

Family $639
Out-of-Model Correction

After 2ligning to the SOI UI beneficiary data, we still have a significant amount of
underreporting of Ul beneficiaries and benefits. One reason for this is that the SOI only has
data op tax filers. Another reason could be that UT benefits are also underreported on the
SOI. Leaving aside the second reason, it seems likely that the residual underreporting (after
the SOT correction) is conceatrated among lower income persons who are more likely to be
pon-filers. Therefore we have decided to usc the ratio of subsidy dollars 1o Ul benefits

3 This range increases to about 23 10 30 percent for program costs (or take-up dollars)

because, in our old model, eligible persons who had non-ESI coverage participated at a greater
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ainong pooar families to make an out-of-mode] adjustment to our estimate of program costs.
This implicitly assumes that most of the characteristics of poor persons including their health
insurance status mirror that for non-reporting non-filers®.

An example helps to illustrate our adjustment. Our 1993 Ul benefit data is underreported by
$5.1 billion and the ratio of subsidy dollars to UT benefits among poor families (calculated
from the 1993 dats) is 0.080. Therefore, our out-of-mode] adjustment adds $0.408 billicn
(0.080 x 5.1) to the subsidy estimate. We choose to do this by Ul benefits rather than
beneficiaries because (1) we have more faith in DOL’s benefit data than their beneficiary
data (see my October 25, 1996 memorandum on the potential for double countirg
beneficigries) and (2) we believe that the remsining undesreporters have sharter spells then
the CPS reporters; adjusting by beneficiaries would assume that they have, on average, the
same spell lengths as the reporters and therefore overstate costs.

Projection to 1998

Owr recommended method of estimating the program cost for 1998 is to use a linear
regression mode] with unemployment rate and lagged unemployment rate as the independent
varizbles. This simple model seems to explain a good portion of the variation in the subsidy
estimate over the 6 years of dats and uses inputs (projected unemployment rates) that are
easily obtainable. Using this model and the assumption of a 5.7 percent unemployment rate
both in 1997 and 1998, we arrive at an estimate of $2.3 billion for 1998 (see attached

results).

AR it e i’ e m Loacaller vather thar Ra el n’ac’ e o ¥ o _ & o . . .
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Health Coverage for Workers Between Jobs

1. Take-up 1, linear, 100% s full subsidy, S0% at no subsidy.
2 Take-up 2, linex, 100% at full subsidy, 20% at no subsidy.
3. Only includes alignment 1o Satistics of Income (SOT) dea.
4. 1954 has no SOT correction and assumes that all uadarrcporting occurs amongst low-income familics.
§. Estimate ssswnes usc of s regression model with first payments and lagged uncmployment rae as independent variables.

Dats: November 11, 1086

Comparison of Estimates
(Amounts in Millions; Persons and Families in Thousands)
Calendar Yesr
L [ 1989 f 1990 T 1991 | 1952 | 1993 | 19%4 | | 1998
) Macrooconomic Aggregstes {estimaie)
Laber Foree (miltions) 139 1248 1253 1270 1280 131.1 1363
Unemployment Rate 53% $.5% 6™ 714% 65% 6.1% 7%
U First Payments (millions) 7.50 378 1025 9.94 9.44 821 .08
Unemployment Compensation (DOL)
ROCIDHDIE oo JOO10 11662 13788 15065 13990 12078
Amoxnt 14607 18439 26980 39910 34951 24275
Average Weeks On Ul 10.0 102 120 187 14.4 118
1) TRIM (Unadjusted)
Unemployment Compensstion . .
Recplents..oooooee 3974 7,629 3978 9,700 8,893 7,758
Amovnt. 10372 14258 21359 27896 26016  209sS
Percent Undar DOL ($)cme 29.0%  227%  208%  30.1%  25.6% 13.7%
Subsidy Cost
Famllics (Io 1998) .
Eligidle. S 1,640 2,091 2461 2,094 1,881 1,606
Take-up !
Participants_ 1366 1.734 2,010 1,740 1.528 1316
Subsidy ($1998)..ermences . 1,203 1,564 1938 1,620 1,03 1,204
HCWRJ durstion, ......... 430 4“s - 433 348 267 238
Total Subsidy Costoen 1632 2.009 bR 7)1 1967 1,769 1,438
“Take-up 2 - '
PRCIPENS cecmsrmmsrmertoms 1203 1487 1,777 1.501 1364 1,178
Subsidy ($1998)-crmmmermeesmirns 1138 1439 1,810 1,508 1413 1,128
HCWBI duntion. ... 417 a1l 414 k vk} 252 225
Lm Total Sabsidy Costue 158 185% 2224 1532 1,666 1353
) TRIM (Adjusted for Underreporting)
Unemploymeant Conpauﬁon’
Racipieath . 1402 8336 10486 10,808 10,089
Amount. 13117 15627 267 30934 29,846
Percent Under DOL ()......oe.. 261%  285%  24.0%  283%  27.9%
Perceat Under DOL (Sl 102%  15.3% 3% 28%%  166%
Sudsidy Cos?
Pamilics (In 1998)
Bligivle... 2,007 2261 M 2265 2,084
Take-up 1!
Participants.. 1,564 18582 22% 1,886 1,738
Subsidy ($1998) e ee 1389 1667 2117 1Lne 1,620
RCWERY duration .. 453 458 440 361 284
Subsidy Coste 1882 2118 3 m 2077 1.904
Out-of-Model Ag' 253 s 295 682 44 382
Final Estimate
Familics.... S 1,829 14 2478 3301 2,004 1,588
Subsidy Cost e 2,098 2,550 2872 2,789 2318 1,800 2,265°
Nofcs




Regression Results
Y X1 X2 Estimated Ecror
Year Subsidy Cost UR UR-lag Cost (% of Actual)

1989 2.168 58 6.0 2.200 102

1990 = 2507 6.0 58 2.374 85

1991 2.809 7.2 8.0 2.870 102

1992 2.695 7.9 72 2738 102

1993 2.284 73 79 2974 85

1994 1.717 8.1 13 1.834 107

1908 6.7 6.7 $2.27
SUMMARY OQUTPUT
R Square 0.933719824
Adjusted R Square . 0.889533044
Standard Error . 0.13217508
Obsarvations _ 6
ANOVA 67 -
‘Regression 7. 7 564 03691675 7 2. ﬁﬂﬂﬁ 017063780
Residual c 3 0.05241074  0.017470247
Total $ 0.790745333
Intercept ! : ; 0.08260955¢
X Variabte 1 ' 0.479026073 . 0. 079022419 6 oowooeoz 0. 009003512 0227541231 0. 'ms11 0.227541231 0. 730510914
X Variable 2 0.391687176  0.077655834 -5.043886008 0015027828 -0.638822031 -0.14455 -0.638822931 -0.144551421
Urban institute Estimates

Date: November 12, 1996
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Table 1

Preliminary Estimates: Workers Between Jobs Program
(Fiscal Years, Billions of Dollars)

Total
1998 1999 2000 2001 2002  199%-2002
OUTLAYS ~
Workers Between Jobs Program @ 24 25 26 2.7 124 S
9.8 -y
Lé/)@u#\r&j 5:§1 U‘/\@\’f,
22-Nov-96

(A/\rmf@?r ’/
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Table 2

Health Coverage for Workers Between Jobs

Estimates Reflect Premium and Labor Force Growth to 1998: Based on 1993 Data
(Persons and Families in Thousands, 1998 Dollars in Milliong)

Cash Income as Percent of Poverty
Under 100% _ 100-133%  33-150% _ 150-185%  185-200%  200-240% _ 240-300% _ Over300% _ Total

Familles ' '
Eligible - 250 258 201 314 14 242 312 678 2,385
Participating . 241 248 181 268 - o4 204 244 526 2,004
Adults
Eigble . 321 . 220 261 407 154 314 455 930 3182
Participating - 311 308 231 238 126 255 348 694 - 2810
Children
Esigible 15 - 82 87 124 55 114 148 227 853
Participating 15 7 7 103 45 89 - 108 163 671
Subsidy Dollars
Engble 333 350 265 203 - 110 227 26 372 2178
Participating 330 338 231 25 97 201 199 318 1977
Duration Effect 65 50 31 49 14 28 13 78 31
Program Cost 38 395 282 M4 110 228 232 304 2318
[P O e - — - _ - ______ ]
Notes:

1. Out-of-mode! adjustment of $4 14 milion is aftribuled to low-income tamilies (lass than 160%).
Counts of persons and families are adjusted (o reflect this increase.

Date: November 21, 1996




Table 3

Health Coverage for Workers Between Jobs
Estimates Reftect Premium and Labor Force Growth to 1998: Based on 1993 Data
(Persons and Families in Thousands, 1988 Dollars in Milfons)

Cash it
at Q2 a3 Qs s Total
Familles
Eigble 169 752 7 543 155 2,388
Participating » 164 696 632 394 18 2004
Aduits
Eligible 181 865 - 1,000 855 260 3,162
' Pasticipating - 178 804 831 603 197 2610
Children | | -
" Engible ° . o8 269 a 158 853
Participating o 68 214 270 124 o7t
Subsidy Doliars '
" Efgitle 107 ™ 695 408 108 2178
. Participating | 104 730 613 . 338 b 1977
Duration Eflect - 20 110 113 60 30 341
Program Cost 24 849 728 406 128 2,318
e - ... ... .- ~“_. e - - ]
Notes:

1. Out-of-model adjustment of $414 million is attributed to low-income families (less than 150%).
Counts of persons and families are adjustod 10 reflect this increass.

Date: November 21, 1908




Table 4

Health Coverage for Workers Between Jobs
Estimates Refloct Premium and Labor Force Growth to 1998: Based on 1993 Data
(Persons and Famiies in Thousands, 1988 Doflars in Millions)

Family Type
. Warvied Single Married :
Individual _ Couple  wichildren _wichiidren _ Total

Familles
Elighie : 1,358 324 163 523 2,368
Participating 1.200 248 148 400 2,004
Substidy Dollars
Etigble 939 204 174 70 2,478
Participating 876 268 167 688 1,917
Duration Effect 103 T 3s 128 3¢
Program Cost : 79 341 202 7% 2318
Notes;

1. Out-of-mode! adjustment of $414 million is attributed 0 low-income families (less than 150%).
Counts of persons and families are adjusted to reflect this increase.

Date: November 21, 1996




Table §

Health Coverage for Workers Between Jobs
Estimstes Reflect Premium and Labor Force Growth to 1968: Based on 1893 Data
(Persons and Families in Thousands, 1998 Dollars in Miltions)

Flrm Size of Unemployed Person

NA <10 10-24 2599 100-499 800¢ Total
Families
Elighble : al 234 . 214 434 414 999 2,388
Participating 56 - .194 161 379 360 834 2,004
Subsidy Dollsrs |
Eligible o1 209 199 392 88 918 2,178
Participating 75 182 189 386 337 827 1,977
Duration Effect 0 21 2 67 78 153 341
Program Cost b { ] 203 . 210 434 41¢ 90 2318
Notes;

. 1. Out-of-model adjustment of $4 14 miflion is attributed to low-income familes (less than 150%).
- Counts.of persons and families are adjusted to reflect this increase.

Date: November 21, 1996




Table 6

Health Coverage for Workers Between Jobs
- Estimates Reflect Promium and Labor Force Growth to 1998: Based on 1993 Data
(Persons and Families in Thousands, 1998 Doltars in Millions)

Age of Unemployed Perean
18-24 25-34 3544 45-54 $5-84 Total

Famllles

Eligible 249 763 694 405 255 2,368

Participating 221 666 571 . 340 207 2,004
Subsidy Dollars

Eligible . 181 683 693 346 27 2478

Participating 167 622 624 13 260 1917

Duration Effect 46 88 113 58 39 341

Program Cost : M3 710 737 389 200 2318

Notes:

~ 1. Out-of-model adjustment of $414 million is atiributed to low-Income familles (Jess than 150%).
.- Counts of persons and famiies are adjustied ©© reflect this increase.

Date: November 21, 1996
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Health Care For All

To: Pauline Abernathy, Domestic Policy Council
From: Robert Restuccia

Re: Health Care For the Unemployed Uninsured
Wednesday, November 27, 1996

As an organization representing uninsured consumers in Massachusetts, Health Care For
All has played a leading role in the development of most health access programs in the state
including the Medical Security Plan (MSP), Massachusetts’ program for the unemployed
uninsured. The first section of the memo provides you with an overview of the MSP. In
the second section I comment on the President’s plan to establish a demonstration project to
make funds available to states to provide coverage to unemployed workers.

The Medical Security Plan
* Background

The Medical Security plan is a very popular program that has helped thousands of
unemployed people in Massachusetts get basic health coverage. The MSP (originally called
the Health Security Plan), was created by Chapter 23 of the Acts of 1988, the Health
Security Act, also known as the Universal Health Care Law (UHCL). The MSP is funded
by an “unemployment surcharge”, i.e. a tax, of .0012% of the first $14,000 of an
employee’s salary which totals $16.80 per employee per year. All employers with six or
more employees are required to pay. The tax generates almost $40 million per year. The
program was managed by the Department of Medical Security until this July when the
Department was eliminated and the MSP was moved to the Department of Employment and
Training. The state has contracted with two private insurers, John Hancock and Blue
Cross for administration of the program. The MSP began enrolling residents in June of
1990. The MSP was part of a broader strategy to expand access to health insurance that
originally included an employer mandate. Implementation of MSP was originally set to
begin two years before the employer mandate provisions of the UHCL were due to go into
effect. The MSP has had little external opposition. Once the program was up and running,
there has been no serious threat to its survival despite the initial hostility of the Weld
administration and their ongoing indifference to the program. In contrast, the employer
mandate provisions of the law was always a lightning rod for business opposition. It was
twice delayed, and finally repealed this summer.

* Current Program Description

Eligibility for the MSP requires that an individual be collecting unemployment benefits (or
eligible to collect) for employment in Massachusetts, other than for the federal government
or the armed forces. The individual must also be a resident of Massachusetts, and their
total family income must meet the following requirements. To qualify for a COBRA
subsidy, the total income for the six months prior to applying for MSP coverage - plus their
projected income for the next six months - must be less than 400% of the federal poverty
level. To qualify for free coverage through the direct coverage program family income
cannot exceed 200% of the fpl for the twelve months prior to applying for MSP coverage.

Health Care For Al - 30 Winter Street, Suite 1007, Boston, MA 02108 Phone: (617) 350-7279 FAX: (617) 451-5838




Under the Direct Coverage Plan, an enrollee receives health care services and the MSP
pays for this care. Eligibility for the Direct Coverage Plan is limited to those who do not
have a COBRA option or who meet the hardship test.

The Premium Assistance Plan provides partial reimbursement for premiums paid to
continue a health plan whose coverage began while the individual receiving unemployment
benefits was still employed. The individual must be responsible for the entire premium,
with no assistance from any past employer or government agency. Currently, eligible
individuals receive up to $100 and eligible families receive up to $200 toward qualified
health plan coverage.

Coverage for both plans begins when the Department of Employment and Training receives
a completed application or, for the Premium Assistance Plan, retroactive to the date on
which all MSP eligibility criteria are met 30 days prior to the date the Department of
Employment and Training receives a completed application, whichever is later. MSP
coverage ends when you stop receiving unemployment benefits.

* Implementation Issues

The Medical Security Program has assisted almost half a million people in the state since
1990 and it has a strong base of support. Many people are very appreciative that the state is
willing to provide them a helping hand during very difficult transitions. Surveys by
Professor Robert Blendon of the Harvard School of Public Health has shown that even a
majority of Republicans in the state support the MSP.

Health Care For All has monitored the MSP since its inception. We were very involved in
the passage of the UHCL, the development of the MSP in 1989 and 1990, and in all
aspects of its implementation. It is important to note that the program was conceived and
developed during the Dukakis Administration but implemented largely during the Weld
Administration. Governor Weld, a strong opponent of the UHCL, was originally
committed to repealing the MSP in his first term. Thus, over the past six years Health Care
For All has been forced to defend the program from an administration often bent on gutting
it. Without the efforts of Health Care For All and our strongest ally on this issue, the AFL-
CIO, the MSP would have been undermined, perhaps fatally.

Some implementation issues relate to the problems in the program’s design, others were the
result of hostile attempts by the administration to undermine the program. The following
are issues we confronted and which may be relevant to any state attempting to develop its
own plan for the uninsured.

* The original administrator of the program, John Hancock, did a very poor job, and lost
the contract after two years. The Department of Medical Security did a poor job of contract
oversight.

* Balancing revenues and expenditures has been difficult. Planners concerned with budger
overruns designed the program with very restrictive eligibility requirements, high co-
payments and deductibles, and a poor benefit package. As a result, in the first year of the
programs existence, few people used the program. By the second year, the balance in the
trust funds had built up to about $60 million.

* The low utilization in the early years coupled with an administrative contract that paid a
fixed fee regardless of enrollment resulted in administrative costs of over 30% during the
start up period. Administrative costs remain high - about 17%.



* Because MSP was implemented without the employer mandate for people without health
insurance, the program was a bridge to nowhere. People who left a job without health
insurance collected unemployment benefits and qualified for health insurance through the
MSP until they their benefits ran out. This is perhaps not the best use of limited resources
for them.

* The Department of Employment and Training was very uncooperative in assisting in the
design, implementation and outreach. This limited program options, made it impossible to
collect sliding scale premiums, and made the program more expensive than it needed to be.

» Mental health and substance abuse providers took advantage of how the benefit package
was designed and marketed aggressively to patients and doctors to take advantage of that
provision.

». The surcharge is regressive since it only falls on the first $14,000 of wages.

» Union members of health and welfare funds that pay for the health insurance during
periods of unemployment do not qualify for this program.

* The Weld Administration added a 60 day waiting period in an attempt to undermine the
program. Given the time limited nature of the benefit, the waiting period resulted in a
plunge in utilization. The administration's goal was to use the moneys accumulated in the
trust fund to give a tax rebate to businesses. HCFA was able to intervene to eliminate the
walit.

* Despite a provision in the law requiring that the surcharge be adjusted to meet medical
inflation, the Weld Administration has never increased the surcharge.

Comments on the President’s Plan

Overall, I think the President’s plan is a great idea. The flexibility for states is very
important. I have a few specific comments:

* Coverage not to exceed six months or receipt of UI whichever is longer. Benefits
shouldn't be terminated while a person is still collecting UI.

» Conditioning eligibility on prior insurance coverage eliminates the anomaly in MA where
people go from being working uninsured to non-working insured. However, eligibility
should include people who have purchased non group insurance as long as they meet the
other eligibility criteria.

* Income eligibility should include some sort of prospective look at expected income during
the eligibility period, not previous income (Massachusetts looks back six months and
forward six months). A family's income prior to unemployment is not necessarily a
reasonable guide to what they can afford during a period of job loss. This will also help
build a middle class constituency for the program.

« Eligibility based on residence (and a national program) solves the problem of people
living in MA but working in NH and not being eligible when they get laid off.

* Giving states flexibility in approach is an attractive program feature since a COBRA
subsidy alone may not reach those who have the hardest time maintaining insurance during
a period of unemployment. In addition, the Massachusetts experience has shown that a



private program may have high administrative costs. The Medicaid buy-in option may be
more cost efficient.

* Coverage under the plan should count as continuous coverage and allow a person to
reenter the regular insurance market without additional waiting periods.

* If the program is launched in the context of significant Medicaid cuts it will be viewed by
many who would otherwise be supportive as assistance for the near-poor at the expense of
the poor.

* It maybe necessary to amend federal regulations concerning employment and training to
allow a more cooperative relationship between DET and other state agencies. Interagency
problems hampered the development in Massachusetts.

If you have any please call me anytime. I have enclosed some press clippings, the
Department of Medical Security’s report from last year on the MSP, and a descritption of
the program.

Network I1:Rob:Communications: WhitcHouse. MSPfinal



Termination of Coverage

You become ineligible for coverage when you stop
receiving unemployment benefits. Your MSP coverage
ends seven days alter the week-ending date of your final
unemployment insurance check or seven days after the
date you become ineligible.

Out-of-State Coverage

Effective June 1, 1996, benefits for out-of-state medical
services have been significantly improved. The Medical
Security Plan will reimburse you for out-of-state urgent
and emergency medical services. Some of the most
common urgent and emergency medical diagnoses are
listed below:

« Abdominal pain e Heart attack

« Acute ear infection ¢ Lacerations

¢ Ancurysms « Scrapes and bruises

« Blood infections » Severe headaches

* Coma « Some second degree burns
= Contusions * Sprains

If you have any further questions or concerns regarding
out-ol-state coverage, please contact our customer service
office at 1-800-9144455.

Eyewear Discount Program

Looking for savings on eyeglasses and contact lenses? We
olfer a new and improved eyewear discount program for
all Medical Security Plan members. When you present
your MSP identification card to a partidpating BCBSMA
eyewear provider, you are eligible for a 25 percent
discount on lenses and frames and a 20 percent discount
on contact lenses (10 percent on disposables).

If You Have Any Questions

This brochure provides a brief review of the Medical
Security Plan. For a2 more detailed description, or if you
have any other questions, please call us at the MSP
customer service office. Qur toll-free number is
1-800-914-4455. We'll be glad to give you whatever
information you need.

Administered by Blue Cross and Blue Shicld of Massachusetrs,
Printed at Blue Cross and Blue Shield of Massachuserrs,

LT 32-3070 (6796) 33M
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This is an important notice, Pleasse have it
translated.

Este es un aviso importante. Sirvase mandario
traducir.

Esta  uma notificagio importante. Favor
traduzi-la.

Ced est une notice importante. Veuillez la faire
traduire.

FEDERERE, HEZFRPI.

What Is the Medical Security Plan?
The Medical Security Plan (MSP) is a health plan
that's provided by the Department of Medical Security
to cligible Massachusetts residents who are receiving
unemployment compensation benefits under the
provisions of Chapter 151 A ol the Massachusetts
General Laws.

This brochure explains who ks eligible, how to apply
for coverage, and other Important information you need
to know about the Medical Security Plan.

About the Two MSP Pians

The MSP provides health insurance through two different

programs.

* Under the Direct Coverage Flan, you receive health care
services, and the MSP pays for the medical care
rendered, according to the benefit description inside this
brochure. Benelits are similar to those offered to
employees of the Commonwealth. You are eligible for
the Direct Coverage Plan only if you do not have the
option of continuing a health plan in which you were
enrolled prior to applying for unemployment insurance
benefits. If you do have the option of continuing an
existing health plan, you may qualily for a hardship
waiver into the Direct Coverage Plan. Once you have
been approved for coverage, MSP will send you a Plan
Desaiption, which contains the complete description of
your benefits.

* The Premium Assistance Plan can provide pantial
reimbursement {or premiums paid to continue a health
plan whose coverage began while the individual
receiving unemployment benefits was still employed.
You are required to be 100 percent responsible for the
entire premium, with no assistance from any past
employer or govemment agency. Currently, eligible
individuals receive up to $100 (eligible families, up
10 $200) per month toward a qualified health plan.

To find out if you are eligible, you should fill out the

application and mail it back to Blue Cross and Blue

Shield of Massachuserts (BCBSMA). .

If you are approved for coverage, your Medical Security
Plan policy will be effective from the date we reccive your
completed application. You may also qualily for Premium
Assistance coverage retroactive to the date on which you
satisfy all MSP eligibility criteria or 30 days prior to the date
we received your compicted application, whichever Is later.

Who Is Eligible for Coverage?

To be cligible for MSP coverage:

« You are required to reccive (or be eligible to receive)
unemployment benefits for employment in
Massachusetts, other than from employment with tt
federal government or the armed forces.

« You are required 10 be 2 Massachusets resident.

« Your total family income for the six months prior to
date you apply for MSP coverage—plus your projea
income for the nexx slx months—is required to be le.
than the amount shown below under Maximum Far
Income lor MSP.

« If you are eligible for the Premium Assistance Plan, y
are not eligible for the Direct Coverage Plan, unless y:
total family income for the 12 months prior to the da
you apply for MSP coverage Is less than the amount
shown below under Maximum Family Income for
Direct Coverage Plan Hardship Waiver.

Maximum Family Maximum Family
Famlly Size Income for MSP Income for Direct
Coverage Hardshi,
Walver
1 $30,960 $15,480
2 $41.440 $20,720
3 $51.920 $25,960
4 $62,400 $31,200
S $72.880 336,440
6 383,360 $41,680
7 $93,840 $46,920
8+ $104,320 §52,160
*For cach additional family member, add $10,480 to Maximum
Family Income for MSP and $5.240 to Maximum Family Incom:
Jor Direct Coverage Hardship Waiver,

Note that “total family income~ does not include income of
dependent children. Your “projected income® will be determin.
by the Plan based on the information you send us. plus your

projected unemployment Income.



PLAN PAYS

YOU PAY

Inpatient Hospitat

{including matemity)}

Room, board, and ancillary services $250 Inpatient {per admission) 100% for first 120 dayx. then 80% of allowed Days 1-120: Nothing (afier the deductible)
charges for remainder of the alendar year Day 121: 20% ol allowed charges

Physiclan’s services, Including surgery and anesthesha | None 80% of allowed charges 20% of allowed charges

Outpatlent Hospital

Nooemergency $100 {conaibutes to yearly deductible) 100% of allowed charges Nothing (after the deduciibig

Acddent or sudden and serious iliness None 100% of allowed charges Nothing

Ptiysiclan’s Services

Office, home, outpatient, or gency $100 (contributes to yearly deduciible) 80% of allowed charges 20% of allowed charges (after the deduciible)

Emergency or inpatlent are None 30% of allowed charges 20% of allowed charges

Lab/X-ray Services None 100% of allowed charges Nothing

Well-Baby Care

Routne exams None 100% of allowed charges less co-pay $5 co-pay per visit

(The number of routne exams varies with the age of

the child. Please all Customer Service foc more

information at 1-800-914-4453.)

Psychlatric, Substance Abuse, and

Alcohol Abuse Services

Inpatiera®**—Care in a psychiatric hospital is imited $250 inpatient (per admission} 100% of allowed charges Nothing (after the deductible)

to 60 dayx. Substance abuse and akohol abuse care are
Emited w 30 days cach.

Ouspaticns Aleohol and Substance Abuse—Limmited to

a i of $500 per calendar year

Outpatiort Pyychsictric—Limited 10 a maximum of

$3500 per alendar year

$100 (conaibutes 10 yearly deductible)

$100 (conmibutes 10 yearly deductible)

maximum)

70% of allowed chatges (up to 3500 alendar-year
maximum)

80% of allowed charges (up to $500 alkendar-year -

20% of allowed charges {afier the deductible)

30% of allowed charges (alter the deductible)

Prescription Drugs****

Available through pharmades participating in the None 100% of allowed charges Jess co-pay $5 co-pay per prescription for generic drugs

PAID Rx managed care netwock 310 co-pay per prescription for brand-name drugs
Chiropractic '

Limited to 20 visits per calendar year $100 (contributes to yearly deductble) 80% of allowed charges (maximum allowance Deduatible. if any. and balance up to amount billed

of $50 per visit)

services rendered In an urgent care situation or

* Benefits for services provided outside Muudmsem uveonly lndudcd when (l) in thc]ud;ment of Blue CIon and Blue Shkld of Massach
d Services

d In M

2) services are furished to a full-time
Cross and Blue Shleld of Massachusetts.
* You are

P

ovoe Ywmmtmtbani:upuﬂdpadm?.kmkxphamwy

your
must be fumished by a Massachusetts provider who participates with Blue
deductible each time you or a family member covered under the MSP ks admitted to a facilicy. The yearly deductible for certaln other services Is capped at $100 per
abuse services are covered only for admissions to hospleals or facilities participating with Blue Cross and Blue Shield of Massachusetts. '

Applying is casy We will automaually mail MSP
applications to all Unemployment Insurance recpie
We receive the names and addresses of Unemployr.
Insurance recipients each week Irom the Depanmer
Emiployment and Training (DET). Once you have re
your application, please fill out the application comp!
Please make sure that you have provided ail the
information requested, induding your four most rec.
pay stubs (and your spouse’s lour most tecent pay st
applicable) and your DET Benefit Determination fon
you are applying {dr a Direat Coverage Plan hardship
walver, 10 avold delays in processing. Once you have
completed the application, please mail It to BCBSMA
immediately. We will notify you of your eligibility in
writing within 10 business days of recefving your
completed application. If you have not received your
application, please feel [ree to contact cur MSP custor.
service office at 1-800-914-4455, and a representative
gladly mail you one. You may begin using your health
benefits as soon as you receive your identification carc

Getting Approval for Inpatient
Admissions

Medical, Surgical, Mental Health, and Substance
Abuse Admissions

For medical and surgical admissions, your physican
or hospital is responsible for calling BCBSMA toll-[ree,
at 1-800-231-5295. '

For mental health and substance abuse admissio
you, a [riend, or a family member are responsible for
calling BCBSMA toll-free, at 1-800-524-4010.

Your mental health and substance abuse hospital
benefits may be reduced if BCBSMA does not reccive
a telephone aall.

Please call 1-800-524-4010 in any of the following
situations
« Before you are admitted for mental health or

substance abuse inpatient treatment
« Within three days of an emergency mental health or

substance abuse admission

BCBSMA can be called 24 hours a day, any day of
the week.

You are also required to contact BCBSMA toll-free,
at 1-800-231-5295, within the first three months of

pregnancy.
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State makes
health plan
easuar to ]om

B
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"The Weld administration,
. stung by criticism it is sitting
+ on nearly $50 million in funds
~intended to provide health in-".;
" surance for the unemployed,
liberalized the income g\nde-__._'_,_;;
. lines for the natxonally nmque_ )
ro yesterday .’ .
P %mnuustrahon ofﬁcmls es- |
- ‘gentially admitted that overly” !
"~ restrictive eligibility rules and - -
" ‘poor marketing efforts are the - !
 ‘reasons that only 12,000 out of
“the state’s 247,000 unem-’ .
““ployed citizens have sigried up.
They promised to do abet- <
..ter job of notifying unem- .
. ployed citizens who might be .
- eligible for the program, which
..was enacted in 1988 as part of _{
- former Gov. Michael Dukakis’ -
mﬁversal health insurance law. -
" “We will make every effort
to get the word out and im-
" prove the visibility of the
program. Jeffrey W. Ritter,
: commissioner of medical secu-
rity, told the Legxslature 8
¢ joint Health Care Committee.
- “It was never our intentwn, -
+ and it will not be, to minimize <~
"-"em'oIlmean in this program

TUESDAY, FEBRUARY 1], 1992
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by trying to keep it out of
sight” 3

. health insurance for families .
 and individuals who_!og@_hez;lth_ L

Hl INSURE

Continued from Page 17

: : coverage when they
_lostthe:r,]ob& It is funded by an an-
nual $16.80-per-worker payroll tax
paid by every Massachusetts em-
ploye.r '

‘ For months mt:cs have charged

that the income guidelines exclude
too many of the unemployed and
that high deductibles and out-of-
pocket payments required by the
benefit package discouraged people
from applying - if they learned
about the program in the first place.

! . Meanwhile, the state Depart-
ment of Medical Security and the
Department of Employment and
Training have squabbled over who is
responsible for widespread igno-
rance and confusion about the
program. Medical security officials,
for instance, have been frustrated in
obtaining computer tapes that would

. allow them to do direct-mail market-

ing to potential subsm'bers

“This isn’t rocket science,” Rep.
Carmen Buell, a Greenfield Demo-
crat, told Ritter. “We're talking
about getting computer tapes from
one place to another. What seems to
be the stumbling block?” B

Only 12,000 unemployed people
are now in the program, which had
been projected to serve up to 40,000

jobless citizens under the prior eligi-

bility limits. With dependents, as
many as 69,000 people might have

qualified for coverage under the old

;ula.

Under the new rules taking ef-

fect March 1, Ritter said, thousands
more unemployed famiha and indi-
=TGRS Wil becoine eligite. The pro-
gram’s income eligibility ceiling will
be raised from 300 percent of the
federal poverty standard to 400
percent, based on the applicants’
. earnings in the year prior to becom-
. ing jobless.
This means a family of four
| whose income had been up to

$53,600 would qualify for the cover-
age, up from $40,200 currently. The

.new lncome oez'ling for lndxvidua.b
willbe$26480 comparedto319,860
now.

Officials saxd t.hey have imnted
33,000 chronically unemployed «iti-
zens, who ‘did not quahfy for the
program under earlier income guide- . .
lines, to reapply. They predict half
will sign up in the next six weeks. '

.Mark Rukavena of Health Care
for All, a consumer advocacy group,
said the group would continue to
press for legislation that would fur-
ther expand eligibility by changing
the way applicants’ earnings are fig-
ured and other steps. The legislation
was endorsed yesterday by the - -
~Health Care Committee, with the -
personal support of House Speaker
Charles F. Flaherty

Ritter saxd that as of January 1
his department has liberalized the
benefits paid by the Health Secuity
Plan. The amount of hospital bills
the subscriber must pay has been
lowered from $1,200 to $300 per fam-

-‘ ily, while subscribers’ responsibility

for outpatient care, including drugs,
ha.s been lowered from $300 to $150.

" Prescription drug benefits ‘wil be

improved beginning April 1, Ritter
- said. Subscribers will have to pay

- .. only $5 for a month’s supply of a ge-

neric drug and $10 for a brand-name
drug, compared to $10 for any pre-
scnptlon now.

Legmlators and advocates say
they have many first-hand reports of
unemployed people who did not
know about the Health Security
Plan, including many who would
have been eligible. Workers at the

- gtate’s 42 unemployment offices have

sometimes been unfamiliar with the
+:Drogram or its eligihility guidelines, .
awordmgtosomereports .

Some subscribers say t.hey were
not aware of the benefit improve-
ments Ritter said went into effect on
January 1 and were given wrong: in-
formation when they inquired ahout
coverage from John Hancock Mutual
.Life Insurance, which is paid more
than $5 million a year to administer .
the program.




W aE v 1 ST aumm

Jobless
miss out
on care

?ew made aware
of health benefits

By Richard A. Knox
GLOBE STAFF

A new Massachusetts program to
provide free or subsidized health in-
surance to the unemployed has accu-
mulated $40 million in unspent funds
while as many as 69,000 eligible job-
less workers and their dependents
go without coverage.

Only 6,000 jobless people and an
equal number of their dependents
have been enrolled on average dur-
ing the 15 months of the program‘s
existence.

The state has collected 3.33 mil-
lion so far to fund the Health Securi-
ty Plan, as the program is called.
But only $5.5 million has been paid
out in medical claims, while John

_ Hancock Mutual Life Insurance Co.
has collected $7.6 million to adminis-
ter the plan.

Critics charge that the Weld ad-
ministration, which last winter left
the Dukakis-sponsored program out
of its initial budget proposal, is ne-
glecting to inform unemployed work-

. ers about the benefit.

Weld administration officials ac-
knowledged in interviews that not
enough is being done to get the word

" out, but denied they are deliberately
letting the program languish.

The program’s failure to sign up
eligible families means “there prob-
ably are people out there who are
going without medical care,” said
Carol VanDeusen Lukas of the state
Department of Medical Security,
which administers the plan.

SUNDAY. SEPTEMBER 29. 1991

*“They may not have problems se-
rious enough to send them to the
hospital, but they’re not taking care
of problems when they should,” Lu-
kas said.

The program’s high administra-
tive costs are also drawing fire. State
officials say they have negotiated a
$1.5 million rebate from Hancock
and lower administrative fees in the
contract with the insurer for the
coming year. But they point out that
the program is bound to be expen-
sive to administer due to subsecriber
recruitment efforts, eligibility deter-
mination and rapid turnover.

The plan is one of the lesser-
known and least controversial paris
of the Massachusetts universal
health care law passed in 1988. No
other state has such a stopgap
program to provide health insurance
to workers who lose their medical
coverage along with their jobs.

Leaders of Massachusetts busi-
nesses, which fund the program
through an annual $16.80-per-work-
er pavroll tax on firms with six or
more employees. have grumbled in
the past about the new tax. but their
opposition to the Health Security
Plan has been muted. To many, the
program seemed fortuitous as unem-
ployment rates soared.

“If there's anyplace you want to
build a floor in the health care svs-
tem. this is where you want to do it,”
said Robert Hungate of Hewlett-
Packard Co., which pays $67,000 a
vear in payroll taxes to support the
Health Security Program.

Business leaders were surprised
to learn last week that eligible fam-
ilies were not getting health insur-
ance as intended.

“The business community is not
going to be thrilled about this.” said
Marijo McCarthy of the Smaller
Business Association of New Eng-
land. “By no means should the state
be sitting on money because the
program isn't providing benefits.
They should be reworking it."

0ston Sunday Globe
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“We're concerned that the
program is building up a large sur-
plus at a time when people really
need the benefits,” said Mark Ruka-
vena of Health Care for All, a con-

© sumer advocacy group that pushed

for the universal -health care law.
“This is a benefit that's due the un-
employed of this state. But it’s a
well-kept secret.”

The state official in charge of ad-
ministering the Health Security Plan

. said charges that the Weld adminis-

tration is not committed to the
program are “not true.”

Jeftrey W. Ritter, commissioner
of the state Department of Medical
Security, blamed the state’s failure
to market the benefit effectively on a
staff shortage in his agency and on
the failure of the Department of Em-
ployment and Training to make it a
priority. That department is sup-
posed to inform the unemployed
about the availability of free health
insurance.

“I am at a loss to understand
why. if a benefit is free and available,
people would not apply for it,” Ritter
said. “The obvious reason is that
they haven't heard about it.”

Undersubscribed

Few people benefit froma -
heatlth care program for the

. unemployed. Average monthly

figures for Massachusetts o
residents during :
fiscal year 1991.

Estimated number eligible b|.
30,200-40,300

|
Enrolled
in program
6,023

68-76%
not eligible

ey '}ws_‘ -‘A!
" People collecting
unemployment benefits "

SOURCE: Mass. DepL of Medical Secuity

GLOBE STAFF CHART
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In fact, last summer when
igram personnel were dispatched
three of the state's 40 unemploy-
nt offices to encourage clients to
n up, applications soared. This in-
-ates, officials said, that there is a
nuine demand for the program
ce people know about it and un-
rstand it.

“A decision on insurance is a
mplicated decision to make,” com--
:nted Ritter. “Without someone to
-eract with and explain it in terms
u understand, it's difficult to make
at decision, especially at a time
1en you're confronting a lot of eco-
mic uncertainty.” o

However, Ritter said one-on-one

:cruiting at unemployment offices
too expensive. His agency would
:e to do direct mailings to new un-
nployment insurance beneficiaries,
at so far has been unable to get the
repartment of Employment and
raining to make available the nec-
ssary computerized mailing lists.

Other means of informing the un-
mployed about the Health Security
'lan, such as brochures and infor-
aational kiosks in unemployment of-
ices, have not been effective, state
ficials said.

“We're struggling with the fact
hat we've designed a program that
elies on the Department of Employ-
nent and Training to get the infor-
nation out. and that's not working as
vell as we'd hoped,” said Lukas, as-
sistant commissioner of medical se-
Turity.

One rationale for the Health Se-
~urity Plan was that it would take
some pressure off the fund that pays
for free hospital care.

Paying twice

Dukakis administration planners
had estimated that the Health Secu-
rity Plan would save the free care
pool $10 million to $12 million a year
- about 4 percent of current expendi-
tures - by providing insurance to un-
employed families. By paying both
the $16.80 tax and their share of the
free care fund, however, Massachu-

setts businesses are paying twice for
the care of eligible unemployed pa-
tients. -
So far, about 45,000 unemploye
workers and their families have
benefitted from the stopgap insur-
ance program since it was launched
in July 1990, Lukas said. Since the
plan’s health benefits end when peo-
ple are reemployed or their unem-
ployment insurance runs out, the
program has a high turnover. _
One such beneficiary is Laura
Sharpe Mace of Wareham, who lost
her job as a waitress while she was
pregnant with twins. Her baby girls
were born prematurely in July and
required five months of hospitaliza-

tion at a cost of more than $100,000,

most of it covered by the Health Se-
curity Plan. '

“I don't know what I would have
done without it,” Mace said. “I would
have been in a lot of trouble. I was
really grateful.”

Complaints from those who have
used the plan, Ritter said, have in-

volved its low visibility, the high out--

of-pocket costs that beneficiaries
must contribute to their medical bills
and the income limits on eligibility.
“People say they didn’t hear
about this plan until they have been
unemployed for some time,” Ritter
said. Some have complained becausze
their income while emploved was
barely above the eligibility limits,
which require clients” income during
the previous 2 months to be below
300 percent of the federal poverty
level, or 40,200 for a family of four.

High deductibles

Once qualified, beneficiaries
must pay the first $1,200 of hospital
bills, $300 in prescription drug costs,
$300 of hospital physicians’ charges,
$300 in hospital outpatient fees and
$50 in physicians’ office fees.

“We've heard that a lot of people

1 see these deductibles and don't even

- bother to sign up,” Lukas said.

Ritter said his agency is studying
the fiscal impact of more generous
benefits and eligibility standards.

“I expect to make changes after
the first of the year,” he said. “With
the reserve as high as it is we don't
have worry about bankrupting the
plan; far from it” he said. On the
other hand, he added, the agency
does not want to set new standards
that would outstrip the plan's tax in-
come when more eligible beneficia-
ries apply.

Asked if he views the Health Se-

' curity Plan as a good idea or a Duka-

kis-era program that his agency ix
stuck with implementing, Ritter re-
plied: “A little bit of both in my heart
of hearts.

“I think these dollars might be
expended a little more efficiently.”
the commissioner said. “But that's
not to say the program isn't worth-
while. For many who participate, it
is literally a lifesaver, the difference
between financial catastrophe and
being made whole.”
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Plan can help insure unemployed

_financial problems to let health in-+, are out of work, an.d they have no

Little-known state health program

By Pamela Hayes Sacks
. Stafl Reporter

FITCHBURG — Thousands of
unemployed people are taking the
risk of going without health insur-
ance because a state program that
helps cover the cost has recelved
little publicity, according to health
advocates.

Mark A. Rukavina, a spokesman
for Health Care for All, a private,

non-proflt coalition of 100 Massa-

: availed themselves of the health- :
. security plan. e :

- UTILIZATION LOW

chusetts philanthroplc organiza-,,
tions, said that of the 300,000 peo- :
" ple on unemployment in Massachu- :

- Continued From Page Ono' -

with 20 or more employees that
. provide health coverage must allow

those lald off to continue for 18 .
- months at their own expense. The -
. state will provide $80 to $140 a -

“ month for individual coverage or

. $200 to $350 a month for family cov-

erage, depending on the level of
" family income.

® The state will provide direct -
. coverage for those who have no -
health insurance or those who-

scits, only 7,000 to 8,000 have

“Something seems to be wrong
here,” Rukavina said, adding that

unemployment is hovering around’

13 percent {n both Leomlnster and
Fitchburg. ..

“We've l‘ound ut!llzatlon Is ven'
low,” he said.

Thomas V. Abbott, director of the
Community Action Center . of
Fitchburg/Leominster, said It is
common for those struggling with

want to drop continuing coverage

surance go. Such a situation can
have tragic consequences, he said.

Abbott told the story of a family

paying a mortgage. The father had
lost his Job at a bank but had found
part-time work. The mother also
worked part time. Neither of them
had health coverage.'They were

costs, | s g

' DOUBLE vmmm '
) “People are_ hit wlth a double B
whammy,”, Rukavipa safd.. “They

r

year per employee on unemploy-

with the previous employer, Such ’ ment taxes pald by employers. The'

- coverage costs nothing, but there

are deductibles and co-payments,
For instance, for major medical
coverage, the deductible {s $300
with a 50-50 co-payment, except for

' prenatal and wellfbgby cnre, which

is fully covered.
The Insurance program is fund-

.ed by a surcharge of up t0 $16.80 a

fund now holds between $30 mil-,
said.

Those seeking more informatlon:
should call the Health Plan Service

Center, 1-800-367-7781. Applica-’
tions are available at the office of
the Department of Employment

. and Tralning in Fitchburg

hcalth-care insurance. If you have

' medical bills or if you have kids, it
.can be very Mghte:glng"

who came to.CAC to seek aid in .

The program wat created under
the Universal Health Care law of
1988 and was implemented In July
1990. It is specifically designed to
help those collecling unemploy-

- ment benefits. !
i -able to meet their monthly mort- -
" . gage payments until their son be-
came {ll. Their mortgage money -
* had to be diverted to cover medlcal

There are two optlons for cover-

‘nge ) N

® The state wﬂl‘. subsidize part
of the premium if & person wishes

- to continue coverage through the
'-;pr_eyloqs employer.

Companies

i}

lion and $40 million, Rukavina:

T Tumto HEALTH/Page A6



MEDICAL SECURITY PLAN:
Health Insurance for the Unemployed
Status report: December, 1995

AUTHORITY:

The health insurance program for unemployed residents of the Commonwealth, now known as the
Medical Security Plan (MSP), was created by Chapter 23 of the Acts of 1988, which was
Massachusetts' "Universal Health Care" legislation. The program was codified in Massachusetts
General Law Ch.118F, §9A and is managed by the Department of Medical Security (DMS).

ELIGIBILITY AND BENEFITS:

The MSP provides health insurance coverage for certain individuals who are eligible to receive
unemployment benefits through the Department of Employment and Training (DET) and for their
family members. To be eligible for the MSP, the total of the enrollee's family income for the six
months prior to application and the projected family income for the following six months may not
exceed 400% of the Federal non-farm poverty guidelines.

Through the Premium Assistance Plan, MSP enrollees who have the option of continuing
enrollment in an existing health plan may receive monthly subsidies towards their COBRA premium
payments. Enrollees may receive $100 per month for an individual plan or $200 for a family plan.
Those who do not have the option of continuing an existing plan may enroll in the Direct Coverage
Plan. This plan provides a comprehensive benefit package and requires some co-payments and
deductibles. DMS contracts with BlueCross BlueShield of Massachusetts for administration of the
MSP.

PROGRAM FUNDING:

All funding for the MSP is derived from an employer tax of .12% on the first $14,000 of each
employee's salary, or $16.80 per employee per year. This tax is levied on all Massachusetts
employers with 6 or more employees. The funds are collected quarterly by DET and placed into a
trust fund for DMS to pay claims and administrative costs. The revenue cycle fluctuates, and the
payment of claims has corresponded closely to the revenue cycle.

PROGRESS TO DATE:

The Medical Security Plan for the unemployed is the only program of its type in the nation and has
been very effective in providing health coverage to individuals eligible for unemployment
compensation and their families. Since the program was implemented in 1990 it has covered
approximately 460,000 members and has provided over $173,000,000 in medical benefits. The
program currently serves 14,100 members.

The long term objective of this program is to provide effective health coverage to unemployed
residents of the Commonwealth and their families, while managing state resources and maintaining

fiscal responsibility.

e:\amyw\msp\stat3.rep



(T}lou sands)

@ et tevrtrrrer it trrrreyr PV rr v rrrer Tt eyt e vttt e er e ey rrrry tre it ettt e ettt r et rrrr et ity Tt r T i v T e e Tl
AUG 93 NOV 93  JAN 94 APR9{  JUN 94 SEPT94 NOV94 JANY APR95 JUNE95 AUG9 OCT 9%
SEP 93 FEB 94 MAY 94  JUL 94 OCT94 DEC94 FEB95 SEP95 NOV 95
JUL 93 OCT 95 DEC 93 MAR 94 AUG 94 MAR95 MAY95 JULY9 DEC 95
—— REGULAR UI — FEDERAL EXT.

Department of 1l Security 01/31/96




EMMY INROLLWB1

HSP/MSP ENROLLMENT
HISTORY: 1990 - Present
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MSP ENROLLMENT
Fiscal Years 95/96
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MSP ENROLLMENT
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Medical Security Plan
# NC“S—‘\V EMI’OEH@@S; ﬂ}y pﬂﬂvﬂ

4,000

~Hl- Comp Apps Red M- Enrolled in Plan A —ll- Enrolled in Plan B —Ml- Comp Apps Denied

Department of Medical Security 01/31/986



ENSTEV

PVAPPSMNTH.WB1

Medical Security Plan
New Enrollees, ﬂ}y Plan, as % of

Total New Enrollees
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Department of Medical Security

01/31/96



EMMYWAMSACLAIMS. WB1

(Milliens)

HSP/MSP PAID CLAIMS

HISTORY: 1990 - PRESEINT
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Medical Security Plan

Demographic Breakdown

2,622 53% 4: 15,461 20,365 3,630

4,088 3,672 47% , 13,196 20,956 3,946

9,168 5,262 57% 3,906 43% ; 6,941 16,109 3,675
9,318 5715 61% 3,603 39% T 4,432 13,750 2,809
10,076 6348 63% 3,728 37% f 3,101 13,177 2,531
12,081 8120 67% 3,961 33% : 2,019 14,100 2,584

Department of Medical Security

Note: Demographic data is not available for members enrolled prior to July 1995.

01/31/96
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Medical Security Plan
Direct Coverage Claims Received

40,000

In March, a 60 day waiting
period was implemented -
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MEDICAL SECURITY PLAN
Claims Paid * - FY 95 & 96
$10
T FY 95 Total = $33,799,727
FY 96 Total through December = $7,876,989 8,206,010
§8 e R
fz, $6 +------ - L -
.2 5,195,492
- $4 . R . P e
§2 4 -------- ] B B BETEEEEEE -
1,259,846
. 280,294
Aug Sep Oct Nov Mar Apr N[ay June July 96 Aug Sept Oct Nov Dec 95
* Includes Pharmacy Costs
Depariment ol Medical Security

0131/96
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Medical Security Plan
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MSP Revenue History

Sweep
FYS0 14,857,728
FY91 38,563,746
FY92 35,723,712
Jul 92 FY93 2,060,742
Aug 7,744,238
Sep 282,730
Oct 965,197
Nov 4,210,092
Dec 92 519,681
Jan 93 1,115,311
Feb 2,943,741
Mar 251,174
Apr 2,709,31
May 15,428 475
Jun 93 89,352
FY93 TOTALS 38,320,063
Jul 93 FY94 2,442,409
Aug 8,311,629
Sep 276,788
Oct 766,355
Nov 4,798,485
Dec 93 332,139
Jan 94 246,100
Feb 3,733,270
Mar 101,408
Apr 1,483,298
May 15,549,305
Jun 738,443
Jul 94 837,645
FY94 TOTALS 39,617,273
Jul 94 FY95 1,109,756
Aug 9,148,417
Sep 1,101,311
Oct 866,248
Nov 5,051,623
Dec 94 89,868
Jan 95 416,530
Feb 3,284,472
Mar 142,567
Apr 2,231,887
May 16,176,320
Jun 919,704
FY95 YTD TOTALS 40,538,703
Jul 85 FY96 2,608,931
Aug 8,987,745
Sep 143,093
Oct 1,617,836
Nov 4,741,478
Dec 95 89,278
Jan 96
Feb
Mar
Apr
May
Jun
FY96 YTD TOTALS 18,188,361
PROGRAM TOTALS
FY90 - FY96 to date:
225,809,587

Montlﬂy Amounts
Employer MSP
Refunds Revenue
50,000 14,807,728
310,000 38,253,746
803,877 34,919,835
141,992 1,918,749
0 7,744,238
60,000 222,730
75,000 890,197
50,000 4,160,092
50,000 469,681
50,000 1,065,311
55,000 2,888,741
221,921 29,253
82,429 2,626,903
150,000 15,278,475
0 89,352
936,342 37,383,721
194,275 2,248,134
0 8,311,629
0 276,788
0 766,355
75,000 4,723,485
0 332,139
0 246,100
0 3,733,270
0 101,408
195,000 1,288,298
75,000 15,474,305
100,000 638,443
20,000 817,645
659,275 38,957,998
250,000 859,756
100,000 9,048,417
50,000 1,051,311
100,000 766,248
50,000 5,001,623
10,000 79,868
40,000 376,530
0 3,284,472
35,000 107,567
40,000 2,191,887
15,000 16,161,320
0 919,704
690,000 39,848,703
230,000 2,378,931
50,000 8,937,745
0 143,093
75,000 1,542,836
60,000 4,681,478
89,278 0
0
0
0
0
0
0
504,278 17,684,083
3,953,771 221,855,815

D.E.T.
Fee

740,386
1,912,687
1,745,992

95,937
387,212
11,136
44,510
208,005
23,484
53,266
144,437

(141,037)
273,845
763,924
4,468
1,869,186

112,407
415,581
13,839
38,318
236,174
16,607
12,305
186,663
5,070
64,415
773,715
31,922
40,882
1,947,900

42,988
452,421
52,566
38,312
250,081
3,993
18,826
164,223
5,378
109,594
808,066
45,985

1,992,433

118,946
446,887
7,155
77,141
234,073
0

884,202

11,092,787

NET
MSP
REVENUE

14,067,342
36,341,059
33,173,843

1,822,812
7,357,026

211,593;

845,687
3,952,087
446,197

1,012,046~

2,744,304

170,290

2,353,057

14,514,551

84,885

35,514,535

2,135,728

7,896,048

262,949
728,037

4,487,311
315,532

233,795
3,546,606
96,338
1,223,883
14,700,530
606,520
776,763
37,010,098

816,768

8,595,997

998,745

727,935

4,751,542
75,874

357,704
3,120,249,

102,189,
2,082,293
15,353,254

892,588

37,875,139

2,259,985
8,490,858
135,938
1,465,695
4,447 405
0

16,799,881

210,781,897




EAAMYWAA

©vB1

~ ~ '
MEDICAL SECURITY PLAIN
$60 T
I
1
50 3 M -
T i END OF QUARTER TRUST FUND BALANCE
:E
3; CLAIMS & ADMIN. PAID DURING QUARTER
$40 oo L
:
<~ T
@ T
b T
2 U - e e R
; $30
seo BOLLEE Ll L
T | .
¥ i
$10 Ll | I il AN U A T
¥ l i i tH ;:
3; £ . T .
$@ - i . { | | { |
' Sep Mar 91 Sep Mar 92 Sep Mar 93 Sep Mar 94 Sep Mar 95 Sep
Dec 90 Jun Dec 91 Jun Dec 92 Jun Dec 93 Jun Dec 94 Jun Dec 956
Quarter em].ing in the month of ...




EAVAMYWAMSP\PMPM.WB1

Department of Meco curity

MEDICAL SECURITY PLAN

Per Member Per Month (PMPM) Costs of the MSP
FY91 11,148 $438,741 $39
FY92 20,087 - $1,204,395 $60
FY93 32,706 $4,573,954 $140
FY94 66,695 $4,603,353 $69
FY95 25,411 $2,821,271 $111
FY96 16,592 $1,312,831 $79

) adabo-

49214

FY 96 figures are as of December and do not represent the complete fiscal year.

01/31/96
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HEALTH INSURANCE FOR THE TEMPORARILY UNEMPLOYED
Administration and Kennedy-Kerry Bills
(Kennedy-Kerry differences in [bold])

Federal Funds for States

Establishes a four year demonstration project. Provides annual grants to states which choose
to participate. HHS would operate a program in a state that chooses not to participate.
[Program is permanent and operated jointly by HHS and Labor.]

The funding would be a capped entitlement to the state. [Initial year funding would be §2
billion in FY ‘99. The Administration bill in ‘99 would have a cap of $2.34 billion.]

States would be allowed to accumulatc a smal] surplus to cover years with shortfalls, and the
federal government wauld also operate a loan program to assist States with shortfall. [There
is no loan program, and any surplus reverts to the federal government which may carry
over the surplus and rcallocate it in subsequent years.]

Funds would be allocated based on the proportion of unemployed persons in the State who
collected unemployment income (UI) benefits relative to all persons in the nation who
collected UI benefits. [State allocation would also be adjusted to reflect the relative
“per capita premium payment amount in each statc.” Unfortunately, no such
measure exists.]

Eligibility for Coverage

o]

0

o

Recipicnts must be in active unemployment insurance claims status.

Coverage would not exceed 6 months.

Individuals must have had health insurance covcrage through their last employer for at least
the six previous months (including plans where the employee paid the full cost).

A full subsidy is provided up to I 00% of the poverty level for family income and phased out
at 240% of the poverty level.

An employed spouse must not have health insurance coverage or, if covered, the
employer contributes less than 50% of the premium.

The individual or family must not be eligible for Medicaid or Medicare.

o Individuals will be eligible based on their place of residence.

o No reduction can be made in the duration or ammount of unemployment benefits as the result

@oo2
B003
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of an individual participating in the health care coverage program.

II1. Benefits

o States would have the flexibility in how to use funds to assure access to an insurance
product:

--COBRA coverage from their prior employer;

--An insurance product in the privatc market;

--Alternative means of coverage (e.£., state high risk pools, Medicaid buy-in, special
plan for the temporarily unemployed);

o State would have the option of extending eligibility pcﬁods or ﬁroviding a Iore generous
- package using state funds.

0 Any reduction in either the duration or extent of hcalth coverage, benefits would have to be
approved by the Secretary of HHS.

IV. Administration
o The state (or its contractor) must conduct all eligibility determinations.

o Unemployment claimants are informed of possible coverage eligibility at the time that an
eligibility determination for Ul benefits is made.

o Recipients must be informed that program funds are limited, which could result in reduction
or elimination of benefits if funds become exhausted.

o Funds from the grant will take the form of letters of credit to the states.

o Program information and applications will be availablé in every local unemployment
office/one-stop office.

c:uikk§6.wh
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MEMORANDUM

TO:  Carol Rasco, Laura Tyson, and Gene Sperling January 31, 1996
FR:  Chris Jennings

RE:  Health Insurance for the Temporarily Unemployed

cc: Jen Klein, Nancy Ann Min

[ am well aware that our FY '97 budget discussions are in the final stages, but I wanted to
make certain that we had given full consideration to the possibility of retaining the one
coverage expansion initiative that we carried throughout 1995 —— our temporarily unemployed
provision. The possibility of enacting this provision is obviously remote (and that ironically
might give further credence to sticking it back in our package), but I believe we should think
long and hard about retreating from the concept of even incremental coverage expansions.

The policy/political arguments for continuing our advocacy for the temporarily unemployed
provision are one in the same: [t would provide coverage to an estimated 3—4 million people
who are, by any political measure, the most attractive target population for incremental
coverage protection —— the previously insured, working family who has been layed off. And,
since virtually every American worker believes that they could find themselves in a such a
situation in today's economy, it would likely be viewed as an insurance benefit for practically
every working family. In addition, it would help us address the consistency theme raised in
today's Post article and enable us to more effectively say we always advocated health savings
in the context of broader reform. And finally, it gives us something for the upcoming
election that differentiates us from the Republicans on the health coverage issue.

The relatively modest price tag of $1.5 - $2.5 billion a year for the temporarily unemployed
benefit is certainly not prohibitively expensive. To offset the costs, at least for the FY '97
budget submission, I would recommend we consider slightly reducing the size of the tax cut.
If we could not afford the 7- year, $14 billion price tag, we could further limit its costs by
either sunsetting the protection after 3—-4 years (using the argument we want to test the
concept before making it permanent) or making it into a downsized demo program.

I was reminded of our temporarily unemployed provision when I talked with Senator
Durenberger yesterday. He said that the policy concept first gained popularity in 1983.

At that time, Senators' Quayle/Hatch and Senator Dole successfully passed out separate,

but similar bills out of the Senator Labor and Senate Finance Committees. Dole paid for his
—- through Medicare savings —- and provided for a two-year, $1.8 billion temporarily
unemployed Federal block grant program to states. (States had matching dollar requirements
that varied according to their uninsured problem, but were authorized to designate up to 8
percent of an individual's weekly unemployment compensation payment to offset the state's
cost; the block grant approach was a requirement imposed by Reagan through Stockman.)



Although the bills were overwhelmingly passed out of the Democratically—-controlled House
Committees and the Republican—controlled Senate Committecs, they lost steam when the
unemployment rate started to decline. Conscrvatives threatened to filibuster over the concept
of starting a new program as we were debating balancing the budget. Liberals lost their
interest in it when they decided that they did not want Medicare savings to be used for such a
program. (They wanted general revenues to be used instead). Some things never change.

At any rate, I do believe there may be some mileage in using the link to the history of the
temporarily unemployed health coverage benefit. We are already seriously contemplating
citing Senator Dole as the father of the Medicaid per capita cap (which he is by virtue of how
he achieved his Medicaid savings in his 1994 health care bill.) It might be similarly
attractive to consider labeling any new temporarily unemployed benefit as the
Dole/Quayle/Hatch "memorial” health coverage expansion bill. More importantly, I believe
our Democratic base would be favorably disposed to using a few of our significant
Medicare/Medicaid cuts to offset the cost of a modest, temporarily unemployed health
insurance benefit —— particularly if the alternative was using the dollars instead to increase the
tax cut.

The call on whether to include this or not may best hinge on how seriously we (and the
Congress and the media) are taking our FY '97 budget. If this budget is viewed to be more
of a political document than anything else, I do think we should give significant consideration
to reinstating the temporarily unemployed benefit. It gives us something to point back to as a
sign of our continuing commitment even in the face of an unreceptive environment in the
104th Congress. Moreover, it better positions the President as someone who continues his
commitment (now and into the future) to looking for step-by-step ways to improve the
current health care coverage situation.

I am certain there are policy, geopolitical or pragmatic budget/tax cut strategy issues I am
missing, but I wanted to make certain that this easy-to—-forget issue isn't accidentally lost
without some discussion about the potential benefits/risks of having/ or not having the
temporarily unemployed provision. Thanks for your consideration.



