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Health Insurance Subsidies for the Temporarily Unemployed: 
How Manv 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 minion 
and 3.5 million protected \vorkers. 

This is a conservative estimate near the lower end of possible estimates, which range betwe:en 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 \vould 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 unemployed 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: 

l. Twelve percent of workers are assumed to be claiming unemployment benefits at some 
point duri.ng the year (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 \Vho are eligible for 
unemployment 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 l). Therefore, between 14.5 
percent and 21.8 percent of workers \\ill be eligible to claim unemployment benefits at 
some point in 1997 ( 12% I 0.83 = 14.5%; 12% I 0.55 = 21.8%). 

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

As a pro:\..ies for workers eligible for unemployment benefits, we examined (1) workers 
who worked less than 52 \Veeks in 1995 and (2) \\·orkers who looked for work or wer1:: 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. 
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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 year. 

Therefore, the proportion of workers "gaining protection" is between 4.8 percent and 7.2 
t ( 14. -o/ x· 0 .., .., - 4· go;,. ? l go/ X 0 -. .., - 7 /OJ') percen .).10.: .. :u - . ,o, _ . ;ro . .).) - ._/o. 

4. 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 = 6.0.MM; 7.2% of 126.7MM = 9. lMM). 

5. Women make up 49 percent of those who worked in 1995 and 39 percent of 1995 
workers who looked for work or were on layoff 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, \Ve conclude that 2.3 million to 4.5 million protected 
workers \\~11 be women (39% of 6.0MM = 2.3lv1M; 49% of9.1MM = 4.5MM). 
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HEALTH COVER~GE 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 ofi:he Health Coverage For Workers Between fobs program. The 
following swnmarizes the ;:ontents of the proposal as agreed to by the Secretary in her discussions 
\.\ith the President. 

Changes to Last Y e.ar~ s Proposal 

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

1. The cap. 

HHS proposal: HHS liad proposed a mechanism for adjusting the base budgeted amount e:ach 
year to reflect significant changes in the economy. Olvffi, however, has raised concerns about hmv 
such a mechanism wouid be scored ru"'.id whether it would be a "capped entitlement." [Last year's 
proposal would have relied more on a loan program and u1.: ability of states to carry over excess 
gram money (up 10 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 fi.mJs flowing to the states that experience the most significant changes in 

unemployment.] 

OMB proposal. 01\fB \Vouid ehminate any adjustment in the base. Instead, they would add a 
five pelcent increase to the base as a loan fund, with the provisi\_1n L.hat the loan fund be res~:ored to 
the five percent level arumally w cover any outstanding loans. HHS has two concerns with this 
approacb: 1) a five pt:rcent loan fund is not adequate to cover a sharp increase in unemployment 
(twice in recent years thi:: annual change has been close to 40 percent); and 2) loans would be 
repaid by a reduction in future grants to t11e borrmving states, which could put states into a death 
spiral (i.e., not ha\•e 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, HH:S would prefer to 
keep the stru.c.ture and administration of the program simple and not include the Joan progr.nn. In 
explaining the proposal, \Ve "'"ill explain that an acljustment mechanism is one of the issues the 
departmeDt \.Vill examine fi.irther and address in any recommendations at the end of the 

demonstration. 

2. COBRA first. 

HHS proposal: To align the proposal v.ith the Kennedy-Kassebawn bill and to assure the most 
efficient use of federal money, eligible participants would retain COBRA coverage where 
available. States wil! still have the flexibility 10 develop alternative delivery mechanisms .. but they 
will have to demonstrate that the altern~'l.tives a.re cost-efficient and protect the insured's rights 
Lmder the Kennedy-Kassebaum law. [Last year's proposal would have given the states greater 
flexibility to use alternatives to COBRA.] 
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OAfE proposal· They tentatively agreed to accept the HHS proposal. 

3. Adjustment for geographic variation in health care costs. 

HHS proposal- Grants would be allocated on a q11arterly 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 sp~cific index that would be used because we are still exploring several 
opiions ar..d 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 in health 

care costs.) 

Ol11IB proposal: OMB would drop the inclusion of a health care adjuster and leave the issue to be 
a study item in the evaluation of the program (see below). 

HHS position: The department will defer to the W'n.ite House. 

4. Change in the phase-out of the subsidy le\'el. 

HHSproposal: People at 100 percent of poverty would rect:ive a 100 percent subsidy; the 
subsidy is reduced to 50 percent at 240 percent of poverty. [Last year's proposal would have 
reduced the subsidy to zero at 240 percent of poverty.] 

O/v!B 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-out because the cost is not significant and it is embedded in all the recent estimates for the 
cost of the program. 

5. Conduct an evaluation of the program. 

HHS proposal: HHS would conduct an evaluation of the program in consultation \\~1h the 
Department of Labor. [Last year's proposal would have established a Presidential Commis:;ion.] 
Recently, Labor asked that the study be a joint evaluation of the two department5. 

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

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

6. One-Stop CeDters: The current proposal requires state unemployment insurance offices to 
make program infom1ation and applications available to Ul applicants. In addition, the 
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Department of Labor would like specific language requiring worker "One-Stop Center" to also 
provide the infc.1matio.n. HHS will accept the Labor proposal. 

Last Year~s Proposal -~ 

The follo~ring 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 annual grants to states 
which choose to participate. HHS wocld operate a program in a state that chooses not to 
participate. 

2. Eligibility for Co"eragc 

o Recipients must be in active llllcmployment insmance 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 51X previous months (including plans where the employee paid the full cosi:). 

o An employed spouse must not have health insl:rance co,:erage or, if covered, the 
employer 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. 

o No reduction can be made in the duration or amount of unemployment benefits us the result 
of an individual participating in the health care coverage program. 

3. Benefits 

o State would have the option of ex-tending eligibility periods or providing a more generous 
package using state funds. 

0 Any reduction in either the duration or exient of health coverage benefits would have to be 
approved by the Secretary of ill-IS. 

4. Administration 

1.) The stare (or its contractor) must conduct all eligibility detennina.tions. 
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o Unemployment dajmants are informed of possible coverage eligioility at the time that an 

eligibihty 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 infc-.nnation and applications will bt: available in every local unemployment 

office/one-stop office. 

c:ui97.wh 



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 I, 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, a...capped entitlemept. However, there are sev{:ral 
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 I) 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 .Jl~ 

sufficiently viable that they would score the proposal at the base rather than ~e ultimate cap?c., l>-A\ \ 
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2. COBRA first: States would have to require beneficiaries to use COBRA coverage, if tv~t! f-o 
available; alternatives would be permitted only if the state could demonstrate that they were cost- V," \,,,lv:s 
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 . Ll ~ \- \ ~ 
cost of the unemployed. ~ ~ 

Staff recommendation: Require COBRA coverage unless the alternatives are as cost 

efficient and ~=;bility rights. ~( vv~ 
1 
( l ~ 

a \L\_ -- ._,. - y V---~~~,,...-- ' " ' Wl,.--~~I 
r (L-0 _ ;- A ~r (,L_ /( (_____, 
\ WA.S t-S 1~' 



J 

J 

j 

3. Flexibility in subsidy levels and benefit duration: Because states could experience a sho1tfall 
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). ~~ 

Staff recommendation: Only allow changes in duration. ~:.;. \ 
1 
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4. Adjuster for geograplric 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 irtdex developed by HCF A's Office of the Actuary which reUects 
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 i.f' / 
program or propose it as a permanent program. The five year cost (FY '98-'02) would be $_l2.4 - / / 'l 
billion (see Table 1; impact of the program is contained in Tables 2-6). (~ V 

Staff recommendation: The decision is a function of the overall budget. "
9.J 

6. Eliminate UI participation for hea/tlr coverage eligibility: The proposal currently requires UI 
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 UI participation would induce new 
participation in the UI program, which is itself an economically desirable goal (state participation 
rates in UI vary from as low as 20 to over 60 percent). 
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>j.llow 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 I 0 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. 

8. Allow program participants who take jobs without insurance to remain eligible for 
· ~ subsidies/or the remainder of their six months coverage: The Department of Labor proposed 
\ Y- this change, arguing that this would reduce, slightly, the incentive to not take a job without health 
, J0.~ insurance. Urban estimates that this change would increase program costs approxi7mte y 10 to 
l • ~~ percent (i.e., $230-260 million in FY 1998). '~ 

0--j (/' - C- IJJ '; 
Staff recommendation: The decision is a function of the overall budget. ~7 s 

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 retums--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. 
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These modeling changes are reflected in the final estimate for FY 1998. 1 (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. 

1 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 UI program. Since the UI program is an existing 
entitlement, the induced participation in UI 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 Worken Between Jobs 

there me six design and three estimation is.mes that need to be resolved before final estimaltes 
ad statutory language can be prepared. 1bis memorandum provides an update on the statu:s of 
the issues. 

Program Design Changes 

the work of the last few months has raised issues about the initial design and poSSl°ble 
refinements and changes. 

1. How can we best provide more funding flexibility to respond to changes In 
unemploy~ent and still maintain a capped entidement? 

lulll: We can produce a reasonably reliable estimate for the course of a business cy1:le 
( 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 costss. 
given the fundamental estimation problem and the potential for relatively rapid 
changes in unemployment 

Cumnt Draft Proposal: 
To address the uncertainty in estimates, the current proposal would establish a two 
percent federal loan 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 rcfleciting 
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., Sl.S billion) based on the projection 
procedure we agree upon. 

specify adjustment factors to rebase the grant (these would probably be 
changes in projected UJ 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, regardless of 
what the adjusters generate (ie., it would be set at a level that would c:over 
most possible contingencies). 

This approach is analogous to the cap in the Ryan White program. The 
fonnulation 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. 1bis method 
captures the flexibility that we had previously sought to provide through the foan 
program and the state carryover provisions and it eliminates their administrative 
complexity. Moreover, CBO would score the two approaches at virtually the 
same level. 

2. Should we narrow the state OexlbWty In delivery mechanisms to minimize fedenal 
cost? 

Jwll: Because the program is federally funded, states have no incentive to minimi;7.1: the 
cost of the program. The issue is whether we should specify that the least cos11y 
approach be taken. 

Current Draft Proposal: 
The current proposal would allow the states to determine bow the benefits wo1lld 
be provided to the unemployed-e.g., COB~ private insurance, special pool!; 
(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 approxima1tely 
10 percent. 

Requiring COBRA coverage to ·be primary is also consistent with the Kassebaum­
Kennedy legislation. Under the Jaw, people must exhaust their COBRA coverage 
·(if available) before they are guaranteed access to the individual market. If a stlte 
were to allow or encourage the unemployed to take another option, they would ·be 
undermining the portability provisions of the law. Thus, the COBRA requiremi=nt 
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 rigbtS. 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 pater 8eDbllity by allowing states to adjust 1ubs;idy 
levels rather than benefits? 

Ju.u: The potential for significant estimation errors, or rapid and unexpected cbange:s 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 die 
state to 1) use carryover funds. if any, &om previous years; 2) borrow funds m>m 
a federal Joan program; 3) reduce benefit levels, with HHS approval; or 4) ~;e 
providing coverage for the remainder of the year. 

Discussion: 
As noted above, if the Administration adopts the revised capped entitlement (#11 ), 
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, thc:n 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 lc:ss 
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 inf'ormins: 
them when the program in any state. anticipates exhausting funds within 60 dayn. 

4. Bow should we adjust for geographic variation? 

Iu..u: Health care costs vary among the states. The issue is how to ·reflect this variatfon 
in the allocation of grant funds. 

3 



Camnt Draft Pmpoaal: 
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 slme 
of unemployment 

Discussion: 
HCFA's Office of the Actuary has provided two potential rankiiigs: one based on 
a weighted average of the hospital wage index and physician price adjuster; 1he 
other based on private sector expenditl.D"es based on residency of beneficimy (an 
example of the effects of the indices is auached). 

The "price index"reflects a weighted average of the hospital wage index and the 
physician price adjuster utili7.ed in the Medicare program. These are well kn1)wn 

· indices, but they reflect only input prices for two significant variables in overall 
h~th care .costs. The private sector expenditl.D"e index is based on research 1:1y 
HCF A, but it has not yet been published and has never been used for operatfonal 
purposes. 

S. Should we continue to require UI participation for health coverage ellglbWty? 

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

Current Draft Proposal: 
The current proposal has U1 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 UI participation requirement would make 
significantly more people eligible for the program. Currently, about 3S percent of 
those eligible for UI actually receive it; the range among states is from 
. approximately 20 to SS percent This change would have two distinct drawbac:ks, 
however. First, it would require different (and probably more expensive) 
administrative systems to identify p0tentiaJ recipients. Second, the UI 
requirement for the health insurance benefit might induce significant numbers <>f 
new people to register for UI 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 UI program would not be "scoreabl1:" 
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by CBO because participants would be exercising an existing entitlement. If CBO were to decide 
that it is scoreable, the cost implications for the UI program could be significant.) 

6. Should partidpants who take a job without Insurance be allowed to maintain their 
Insurance coverage under the program for ap to 1b months? 

Jwa.c: The issue is whether allowing the coverage to continue into employment would 
encourage people to take a job aooner. 

Current Draft Propo11J: 
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. Bow should we adjust base year estimates to account for under nporting in the 
CPS? 

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

2. How will estimates be "synchronized" with the omclal OMB unemployment 
projections for the base year? 

The estimates we are currently using are based on generally much higher lUlemploym1:nt 
rates than we currently have (or expect). The issue is how to adjust these estimates to 
reflect the projected UI claims and unemployment rates in the Administration's budget 
There is still no clear consensus on how to adjust the estimates to the projected 1997 (1or 
1998) unemployment rate of S.1%. 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. 

3. Bow should we reOect changes In premiums to reOect advene selection? 

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

5 
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.Attachment B 

Capped Entitlement Structure: 
Health Covera1e for Worken Between Jobs 

·earrent Legislative Proposal 

The current proposal specifies a federat app1opriation for each year. Within that appropriatio1i, 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 fimd. Each year, one 
percent of the federal appropriation is reserved, until the Joan ftmd is at two percent of the curirent 
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 fi'om subsequent year 
grants. lf a state 4id 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 iU facto open­
ended entitlement 

Th.e cmrent proposal also includes a provision for canyover at the state level. A state can havt: 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 canyover 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 m legislation. It could be 
I, n, or some combination of both. Table B-l illustrates the differences between the two modells. 

I. Adjusted Cap Model 

J. The first fiscal year base would be calculated as foll~ws: 

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

b. The base amount in the budget submission is subject to revision based on changes m UI 
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 l. [The formula for adjustments would be 
specified in the legislation. It would say that if UI claims rise by more than O.X% fi'om 
the rate in the base estimate-based on the most recent 6 month average- grant funding 
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would increase by SY. If the claims rate has dropped, the grant would be lowered.] 

The final adjustment (i.e., $2 billion + SY) could not exceed K • initial specified an1ount 
(i.e., K • $2 billion, where K is a fixed ratio ). 

2. Jn subsequent fiscal years, the budget estimate would be calrn1lated as follows: 

a. The lesser of Adjusted Base or the cap where: 
-Adjusted Base• Initial Base [lb, above]• (GDPx) 

-GDPx • GDP per capita, based on a five-year rolliDa average usina the 
most recent data available 

b. As in the first year, the second (and subsequent) year base is subject to an adjustment 
(i.e., the SY in lb, above) based on the most recent data (i.e., July) OD UI first payment 
rates. Again the adjustment (SY) could not exceed {K• adjusted base} • 

. 
3. Based on historical data fiom 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. 

· D. Federal Carryover Model 

1. The initial grant would be as in la Ir. 1 b above. 

2. If the June adjustment (lb) is below the initial amount (la) (e.g., UI first claims have dro1pped 
fi'om the previous year), the "excess" would be carried over at the federal level "until expend1ed". 

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

4. There would be a cap on the maximum federal canyover (e.g., 100h of the highest FY grmi1t in 
the previous four years). 

Jfthe maximum carryover is reached, then if the final adjustment in any year (i.e., basc:d 
OD July data) shows that that year's base should be reduced because of a drop in first UJ 
payments, then the final grant for that year would be reduced by SY. [For example, if the 
adjusted base in FY4 is $2.6 billion, but the July data shows a decline in first UI 
payments and therefore only $2.4 billion is ·needed, the $2.4 would be the funding level if 
the federal carryover max had been reached.) _ 
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S. The carryover would be used in years in which the annual grant is "too little99
•
1 The carryo·.,er 

funds would be used to fund states that have shortfalls in their annual grant allocations (e.g., 
shortfalls due to sudden increases in UI first payments not fully reflected in the annual grant 
calculation). 

-maintaining the carryover at the federal level allows for the most efficient allocation 1~f 
funds in cases of shortfalls. Unemployment, particularly in the early ph•a of a 
recession, is not evenly distributed among the states-i.e., certain states or regions may 
experience much s1wper 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 "leftover" funds at the end of the yim, 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 accmnulate significant surpluses.) 

'Last year's proposal aJso contained 1 Jom program to assist states that experience 1 shonfall. 
Subsequently. we concluded that a loan program was probably not an effective option because a state would only be 
able to use subsequent year tunds to repay the loan (including interest), which might mean ihonf atls in those year:s 
because grant funds were being used to repay loans, etc.-tbere is no assurance thit a state would have a .. surplus" 
year which would provide funds to repay the IOllDS. · 

Other options in the program for providing Slate flexi"bility m the operation of the program me a better W11y 
of addressing the potential .. shonf all" problem for states. 
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' Table 81 
Federal Appropriations, FY 1998-2002 

Adjusted Cap and Federal Carryover Models 

Federal Appropriation 
.1IU 1IU 2mlQ 2DQ1 lQQ2 

IAIE 
Scenario 1: Unemployment steady (1) 

Unemployment rate (percent) 5.7 5.7 5.7 5.7 5.7 
Base($ billions} 2.30 2.40 2.50 2.61 2.72 
Adjusted Base($ billions) 2.30 2.40 2.50 2.61 2.72 

Scenario 2: Unemployment rises In 1998 (2) 
Unemployment rate (percent} 6.2 5.7 5.7 5.7 5.7 
Base($ billions) 2.30 2.40 2.50 2.61 2.72 
Adjusted Base($ billions) 2.55 2.40 2.50 2.61 2.72 

Scenario 3: Unemployment falls In 1998 (3) 
Unemployment rate (percent) 5.2 5.7 5.7 5.7 5.7 
Base($ billions) 2.30 2.40 2.50 2.61 2.72 
Adjusted Base($ billions) 2.26 2.40 2.50 2.61 2.72 

CAP (4) 
Scenario 1 

Base 2.30 2.40 2.50 2.61 2.72 
Adjusted Base 2.30 2.40 2.50 2.61 2.72 
Cap 3.18 3.22 3.36 3.50 3.65 

·Scenario 2 
Base 2.30 2.40 2.50 2.61 2.72 
Adjusted Base 2.55 2.40 2.50 2.61 2.72 
Cap 3.18 3.57 3.36 3.50 3.65 

Scenario 3 
Base 2.30 2.40 2.50 2.61 2.72 
Adjusted Base 2.26 2.40 2.50 2.61 2.72 
Cap 3.18 3.16 3.36 3.50 3.65 

FEPERALCARRYOVER 
Scenario 1 

Base 2.30 2.40 2.50 2.61 2.72 
Adjusted Base 2.30 2.40 2.50 2.61 2.72 
Federal Carryover 0 0 0 0 0 

Scenario 2 
Base 2.30 2.40 2.50 2.61 2.72 
Adjusted Base 2.55 2.40 2.50 2.61 2.72 
Federal Carryover 0 0 0 0 0 

Scenario 3 
Base 2.30 2.40 2.50 2.61 2.72 
Adjusted Base 2.26 2.40 2.50 2.61 2.72 
Federal Carryover 0.04 0.04 0.04 0.04 0.04 

Notes: 
1) The 5.7 percent unemployment Is In the Admlnlstr11tlon'1 economic forecast for FY 1997-2002. The current rate Is 5.3 percent. 
2) The FY 1897 unemployment rate Is assumed to be 5.7 percent. 
3) The FY 1997 unemployment rate Is 1saumed to be 5.2 percent 
4) As noted In the lttached document, cap • 140% of previous yur'1 adjusted base. 
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Oaqes ID tJaemploymmt IDnruce Receipt, 19I0-19H 
Pacmt cbqe fram 

1vma1 D ti D!1mmiDJqygd .I.mt 1mra 1ma • VPJrl"I ~YCITJ 
1980 S,149 50A 49.0% .,.3% 42% ~" -35.7" 
1911 3,425 41A . ·ll-0% 32.6% 27.5% ·13.o% -31A% 
1912 ~7 as '1.2% 25.'7% 17.2% •• 1% .22.t% 
1'83 .C.'705 43.9 4.1'' J7.A% 22.2% 12.1% '75.2% 
1'84 2.912 34.1 ·31.1% ·3'.1% •15.0% 4'A% 12.7" 
IPIS 2,735 32.9 -6.1% -41.9% -U.5% -20.2% .:lt.G% 
If 86 2,83 32.7 ·l-"' ·7.5% -42.7% -U.3% .:ZIA% 
1917 2,339 31.5 ·IJ.2% -14.5% ·19.7% -50.3% -51.6% 
1911 2,111 31.5 .,.1% -21."6 .al.I% -27-"' -55.1% 
1919 2,154 33.0 2.1% ·7.9% 40.0% -21.2% ~.0% 
1'90 2.530 36.1 17A% 19.1% 1.2% -6.1% ·1.5% .,,. J.505 •1.6 38.6% a."' '6.1% .,.,,. J0.1% 
1"2 .C."5 51.1 36.1% 19.6% 122.6% 127.2% 105.0% 
1'93 ... '"-' ·14.8% 16.6% 61.6% "·'" '3.6% 
1994 2,117 36.1 -29.4% -39.1% ·17.6% 14.1% 34.0% 

• 
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THE URBAN IN.STITUTE 

MEMORANDUM 

TO: Steve Finan and Qrist)' Schmidt 

FaOM: 

TBROVGB: John O'Hare and Sheila Zedlewski 

DATE; November 12.1996 

RE: New HIFTU Estimates and Projection to 1998 

This memorandum descnDes the adjustments we made to the HIFTU model and tll1e 
approximate effects they have on estimates of program costs. It also presents O\D' 

recommended model ~r projecting the program cost for 1998. 

Corrections for Underreportinc 

Part-year WgrJcm 
In previom versions of our model, only persons who reported UJ benefits and also reported 
that they were looking for work or on layoff WCle eligible for the HIF11J program. These 
persons account for about 72 to 83 percent (depending on the analysis yt.ar) of CPS-reported 
Ul benefits. BetWeen 12 and 19 percent of CPS-reported benefits are auributable to persons 
who do not report that they were looking for work or on layoff, but do report periods i.11 
which they did not work1• In the latest version of our model, we spread 1hc reported UI 
benefits of these persons over the weeks in which they were not workina and grant them 
eligibility in months in which they did not work. Thjs adjustment results in an inaease bi 
subsidy costs in the range of 18 to 24 percent. 

Carzyom Papulatipn 
In my October 25. 1996 memorandum. I suggested that wi attempt to make an acljustmen1t 
to our model to account for the one-third of UI beneficiaries that would have used up some: 
or their benefit weeks In 1hc previous calendar year. The issue 1s that the maximum numbc:I' 
of weeks receiving benefits for these persons should not be 26 (or 39 in a EUC year), but 
rather should be 26 less the Dumber of weeks in Miicll they received benefits in the previous, 
year. However, it iS unclear how we would identify the cmyover population, and ifwc 
chose it randomly. two-thirds or our estimated canyovc:r population would be cbaracterized 
incorrectly. Furthermore. even if we could identify the canyovcr population. deciding how 

1 lhe balance of reporten of'UI benefits report that ~ey worbd for all 52 weeks of this 
previous year. We do not arant eligibility to these persons. 
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many weeks they were •memployed in !he previous year would at best.be guesswork. Taking 
into account these difficulties and our L4tSCSSD:lent lhal lhe probable effect of such an 
adjustment to the Qll1)'0VCf population •1 maximum number of weeks would be quite S1D2Lll2, 
we ncommend that no adjustment be made for this group. 

Aliinroent to SOI 
We use the distribution ofUI benefidaries by Adjusted Gloss Income (AGi) from Statistics 
of Income (SOI) data in order tD mab another pania1 conection to the underreported 
. CPS!IlUM UI data. We assign UI benefits to persons who lq)Ort unanployment bm not UI 
benefits on the CPS if their AGI class fs under represented c.ompared to the SOI data. iJJe 
a.uign them the average weelcly benefit of CPS reporters in their AGI class and allow thin 
to ieceive the weekly benefit over the 1ime that they were unemployed, 'JP to a maximum of 
26 weeks. Over i= five years that we aligned, the ratio of 1he increase in subsidy dollars to 
the increase in UI benefits seems to be &irly stable: a one percent increase in UI benefits 
nsults in an approximately half percent increase in subsidy dollars. 

Health Coverage 

One of the limhations of~ CPS\TRIM data is that they do not allow us to accmately 
identify whether a person had his or her own employer sponsored msuran~ ("ESI oWJJ.j 
prior to his or her spell of unemployment For e:xample, 1be carryover population would not 
be ~orting lheir health insurance coverage prior to unemployment. In addition. wc are 
UDablc to determine whether a person had 6 months of continuous coverage. 

Previously, in order to approximate the "ESI own" population. we granted eligtl>Hity ito 
persons with non-group, state-optional Medicaid, and other coveraae as well u those wll10 

rcponed their own employer coverage. The idea being ·that we were missing a significm1t 
portion ofthe.•'F.ST own" population and that other small coverage groups could sezve 115 
substiMes for the mi~sing 

Aftr:r ;reading Jacob Klerman's recent memorandum. wc decided 1ha1 it would be more 
appropriate to use the SIPP ratio ofUI recipiems with 6 months o! continuous ESI r.ove:rage 
to all UI recipients (0.26o/JO.B2o/o-32%) in order to come up with a method for adjusting our 
coverage eligibility methodology. Using the CPS\ TRIM data, we found that the pcrcCnt of 
tJI recipients tbal reported their own ESJ fell fn b range of 30 to 36 percent for each of our 
analysis years. Since this nmge was so dose to. the SIPP estimate stated above, we decided 
io use this population (those reporting ESI own at some 1ime durins the analysis year) u, 
approximate the U1 beneficimy population that. received 6 months or continuous ES1[ 
coverage prior to unemployment. Although we are cerWnly miscatcaorizing some persons,, 
it seems unlikely that we could get clo• to the true population using CPS\ TRIM data. 

a Only a subset of the canyovcr populmion would be effected b)' the adjustment. Th=ie 
!11 beneficiaries who received benefits in the previous year. exhaust 1hcm in the cmrem year. 
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Adjusting the model such that only ~I o~ .. repuncrs me eligible for subsidies results in 
a teduction in eligible subsidy dollars iD the range of 20 to 25 paccnt1. 

Take-up 

Om pcvious take-up assumptions were very c:rude. Seventy-five paroe:nt· ofESl-covmd 
persons and 100 percent of persons covered by one of tbc other cownge groups {mentioned 
above) took-up. 

Our new assumptions are somewhat less crude. Persons eligible for a tun subsidy take-tip 
111 I 00 perCCDL the 11k~up raie for persons eligible far a pania1 subsidy ls a linear fimctic>n 
of the rate of subsidization with 100 percent take-up at 100 percent subsidization and !iO 
pcrcc:nt at no subsidiDtion. We also specify an e11Cmative take-up assumption that applies 
a 20 ~t take-up ~no subsidization. 

Adjustment to 1998 premiums and populadon 

We have adjusted our estimates 10 reflect 1998 premimns and population powth. This 
should result in an approximately 12 percent increase in program costs. Components of this 
estimate are listed below. 

Premium growth from '97 to '98 1.048 
Inflation from '96 to '98 I.OSI 
Population growth from '97 to '98 1.010 

The new monthly premiums in 1998 dollars are: 

Single $241 
Couple 5482 
One Parent $470 
Faznily S639 

Out-of-Model Correction 

After aligning to 1be SOI UI beneficiazy data, we still have a significant amount of' 
underreporting ofUI beneficiaries and benefits. One re.a.son for this is that the SOI only has 
data on tax filers. Another reason could be that UJ benefits are also undemported on the 
SOI. Leaving aside th'e second reason, it seems likely that the residual underreporting (after 
the SOT cmrection) is conccntratr.d among lower income persons who are more likely 1D be 
non-filers. Therefore we have decided to use the ratio of subsidy dollars to UI benefits 

1 This range Increases to abom 23 IO 30 percent for program costs (or tako-up dollm) 
""cm1•~ fn our old model, eligible persons who had non-ESI coveraae D8lticiPltCd at a arcatcr 
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among poor ti&Qiilies to make an out-of-model adjustment m· our esDmaie of program cosi~. 
This irnplicitJy assumes 1bat mOSl of the cbmactaistic:s of poor persons including their health 
immance status mirror that for non-reporting mm-filers•. 

An example helps to mmtratc our adjustment. Our 1993 tn benefit dma is undezreportcd by 
S5.1 billion and 1he ratio of subsidy dollars 10 UI benefits among poor families (calculatc:4 
fiom the 1993 data) is 0.080. 'Iheref'ore, om out-of-model adjustment adds S0.408 billicm 
(0.080 x 5.1) to the subsidy estimate. We choose to do 1bis by UI benefits rather thlin 
beneficiaries bec:ause (I)• have more fai1h m DOL's benefit data than their beneficilly 
data (see my October 25. 1996 memorandum on the potential for double coumh:ig 
beneficiaries) and (2) we believe that the mn•;ning underreportas have shmter spells thz111 
the CPS reporters; adjusting by beneficiaries would assume that they have. on average, tl1e 
same spell leDgtbs as the reporters and lhcref'ore ovezstaic costs. 

' 

Projecdon to 1991 

Our recommended method of estimating the program cost for 1998 is to use a linear 
regression model with unemployment rate and Jagged unemployment Dte Uthe izldepc:ndeJlt 
variables. This simple model seems to explain a good portion of die vmiatimi in the subsidy 
estimate over the 6 years of data and uses inputs (projected unemployment rates) tJiat aJ'C 

easily obtainable. Using thi!i model and the assumption of a S. 7 peo:cmt unemployment rate 
both in 1997 and 1998, we mrive at an estimate of S2.3 billion for 1998 (see auacbed 
results). . 
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Health Covens• for Worken Bctw11a Jobi 
Coiaparlloa of Esdmatea 

(Alwlllll ID MilUom; Pcnam ad Failiel ID l\ouaaida) 

CaleBdarY•r 
1992 

)W.C.~ I i jc Agppll::I 
Labor Fcne (milliou) 123.9 124.I 12SJ 121.0 l2l.0 131.1 
UDlmploJmat:a.. .u" 5..59' '""' 1A% 6.8% U% 
1JI fins P111Dall (millions) 1.50 ..,. JG.15 ,,. t.44 1.21 I.OJ 
I fMmp!o)'llMIDl Compmudoa (DOL) 

lteaipiatL.._ 10.010 IUQ U.711 U,o6$ 1',990 12.07.S 
Amoaz 1.C,607 Jl,439 26,980 JUIO 34,51.Sl 24,215 

AwnpW.-.Ontn 10.0 10.2 12.0 IS.7 14.4 JU 

)llUM~ 

UMmployment Compn1mon 
ktplaia J"7• 1,629 1,971 9,700 1,193 7,755 
Amotnlt. ..... _ lo,J72 14.lSI ll,359 21,196 26.0UI 2o,tSS 
Pw;cat Undu DOL CS>- 29-0% 22.7" 20-"' J0.1% %5.6% 13.7% 

Sabtldy Coat 
FaWa (Ila 1991) 

Elf&lblc. 1,640 2,091 l,461 l,094 1,ISl 1,606 
TlkHlp 11 

~ 1.366 UJ4 2.019 1,740 1.528 l,J16 
Sabtddy (St 99S) .. """'""··- 1.203 l,s&t 1.Pll l,620 1,.5Q3 1,204 

HCWBJ dul'llion.-. 430 44.S . 433 341 267 235 
Toll! Salllld1 c:o.t-.. i.m J,009 un I~ 1,7'9 l,A3I 

·T.u-up'f 
Pmtic:iplnts.._..-....... ,_ l,203 l,-411 1.m I.SOI l.364 l,17$ 
Subsidy ($1998)... __ 1.13$ J.439 1,110 '"°' 1,•13 1,121 

HCWBJ dw'UiolL.-- 411 411 414 323 %52 225 
Tolal 5-Wdy C..,_ I.SO 1,850 2,ZJ4 1.152 1,6" 1.JSJ 

) DIM (Adjmted Alf thldeuepordul) 

UumpJoymc:nt Compensllion' 
-.Cipiwa..-. 7,402 1.336 10.466 10,808 10,08' 
AmO&ml.----....... -........ _.... 13,117 1$,627 24,731 30,934 29,146 
Percent Under 'DOL ('>-·--· 26.1% 21J% 24.1% 28J" l7.9% 
Parat UaderDOL ts>-- 10.2% 15.3% IJ% 2"% 16.6% 

SUlldyc../ 
fmnWCI (1111991) 

illgl\Jlc. 2,007 2,261 2.1'1 l,l65 2,084 
Tab-up 1• 

Plnklplml.. 1"'4 1.112 l,294 1,186 1,131 
Subsidy ($1998). \,389 1.667 l,117 1,716 l,QO 

RCWBJ clurltion- 4.SS 451 460 361 ll4 
W.W, CCIII 1,IG 2.125 U1'I 2P'i1 1.90' 

oat-of.Model A~ - 253 425 295 A2 414 362 
11u1Eldmate 

F1111Dlcs.--- 1,129 2.144 2.471 l,301 2,004 1,$5.S 
Suhlcl1Cost 2,095 2,550 2.m 2,75f 2,311 2,800 l,J6S' 

&ID 
J. Tlb-ap I, UDnr, 1009-' ar ftlll subsidy, J0% 11 no 911bsfdy. 
l. Tab-up 2, linar, 100% 8l fb1J S\lbsldy, 20-1' It DO sublldy. 
3. Only IDclada allp!Nlftt to ~ oflDcmnc (SOY) cllla. 
4. 1994 hll ao SOI conecdcm and usmncs di.as ID 'lmdcmpardD& occws ~ lot11-htcomc fimlllcl, 
S. Eatim11e mmnos 119C of a rqrasioD model with &st paymenu IDd 1aapd unanplO)"l'l'lmt rm as IDdepadat Vlriables. 

Dsrl1 H......,.21, ltN 
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Regression Results 

y X1 X2 Eatlmatecl Error 
y.., S•ldfCoet UR UR-lag Coe I C!cf AchlalJ 

1989 2.188 5.8 8.0 2.200 102 
1990 2.507 8.0 5.8 2.374 95 
1991 2.809 7.2 8.0 2.870 102 
1992 2.895 7.9 1.2. 2.738 102 
1993 2.294 7.3 7.9 2.t74 95 
1994 1.717 8.1 7.3 1.834 107 '. 

I 
1998 6.7 6.7 SZ.27 

.. i... : 

SUMMARY OUTPUT 
I I 

' 

; ite;;;;;;; ·~ UiilPl8 ~91791 
R Sqt.are 0.933719824 
Ad)usfed R Square ~ 0.889533041 
Standard Error · · · 0.13217508 
Observations 8 

ANO*/A 
'ii !§ ~§ ., s:g;;mc;nc; ~ 

f{egressliift 2 o. 738334694 0.36916h97 21.13120138 o.0170831H 
ReskMll 3 0.05241074 0.017470247 
Total 5 0.790745333 

.. 

;n1e;cepi _=:;; ¥1£&:t J§~ 3.338;2922 t-0::9833 \tf~ wee&~ 4T'o8S '*dl£1: 
XVariabfe 1 0.479028073 . 0.079022419 8.081900902 0.009008512 0.227541231 0.730511 0.227541231 0.730510914 
XYarlable2 ..0.391887178 0.077855834 -5.043888008 0.015027828 -0.638822931 -0.14455 -0.8-1882293 f -0.144551421 

Ulben lnstftuta Estimates 

o.te: November '12, 1998 



Table 1 

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

10-ia1 
1998 1999 2000 2001 2002 199l-2002 

OUTLAYS 

Workers Between Jobs Program @ 2.4 2.5 2.6 2.7 12.4 ~ S" 

'1. g - ~ 

LhJ~~,~ s.~ \JV\/, 

22-Nov-96 



Table2 

Health Coverage for Workers BetV'Jeen Jobs 
&tlmatM R9ftect ,......,. and Labor Fon:e GfuWth to t191: Based• fllS Dld8 

(Persons and Familea In Thousands. t998 Dollln fn Millona) 

Cab Income n Percent o1 Pnertv 
u..,1on. 100.133% t33-11K 150-t85% t85-200% 200-240% M0-300% 

......... 
Eligible . 250 .. 258 201 314 tt1 242 312 
Pmtlclpatlng 241 248 tat 288 94 204 244 

Aclulla 
Elg'*' 321 . 320 28t '407 t54 314 455 
Partk:lpallng 311 308 231 338 128 255 341 

CtlldNll 
Elglbte 15. 82 17 124 65 114 148 
PartlcflMltlng 15 . n 70 103 45 19 108 

... ...,Doi ... 
Engl:Jle 333 350 265 293 t10 m 228 
Partlcipallng 330 338 231 265 97 201 t99 
Durdan Effect 65 58 3t 48 14 25 33 

Pftlll"UI Colt 311 .. 282 314 t10 221 m 

Not•; 
1. Out-of.model adjustment al 5414 mman II alrlJuled to low-Income famlllea (leas aa. t&erM.). 

COwda d persana and farnlles ara...., lo rellacl Chis h:rwe. 

Dale: Nov•...., 2t, 1• 

.. . 

• 

°'91*% Tot.I 

878 2,315 
525 2,004 

l30 S,112 
894 . 2.•t• 

227 IU 
t83 171 

372 2,171 
318 ,,.,., 
78 341 .. 2,311 



Table3 

HeaHh Coverage for Workers Between Jobs 
eaa ..... Reflect Prentlum end ubor Fon:e Gnlwth to 1198: 8-.d on fHS.,... 

(Per8anl and Famlllas In Thousands, t998 Doi .. In l.llonl) 

C.!h ln!iome Qutnlle 
Q1 Q2 QI Qt QI 

FMIRIM 
Elglbla 189 752 747 543 155 
Paltlclpatlng 184 896 832 394 111 

Adllb 
Ellglble 18t 885 1,000 855 280 
Pallcipatlng 175 804 831 603 t97 

CllldNll 
Elglbl8 0 68 269 371 158 
Participating 0 68 211 270 . 124 

lubsldJDo .... 
Ellglble ,97 771 895 408 108 

... Pa~ng 194 739 813 338 95 
Durallan Effect 20 1t0 t13 • 30 .....,_Coet 2'4- 141 721 .... f 21 

Notes: 
1. Out-af.model adjuslment of 1414 lrillan Is attnbuted to IDW-lncome ramRles (lea than 150%). 

Counll of persona and famlas .. adJl•led to nttlact .. lncra aaa. 

o.t.:N0¥1111ber21,ttll 

. I 

• 

•· 

Tot.II 

a.• 
1,0M 

1,ta 
·2,110 

m .,, 
. 2.t11 
f#77 

M, 
2,111 



Table 4 

Health Coverage for Workers Between Jobs 
Eatllnll• R9flact Premium •d labor Force Growth to t9M: B•ed on 1113 Dlila 

(Persons •d F ..... " Thousands. t988 Dalm'l In Mllona) 

FamllrTyD! ........ Sing le Mlnlld 
lnclvldual Couple wfchlldren wfdllldNft Total 

, .... 
Elgllle 1,358 324 183 523 2,211 
Particl~ t,200 2AI 148 .coa 2,104 

lubsldJDal .. 
EllglJle 939 294 t74 no 2.171 
Pmticlpating 878 288 187 888 1P7 
Durdan Etred 103 75 35 128 Mt 

Progl'MIColt 171 M1 202 .,.. U11 

tloCHi 
1. CUI-of-modal~ of 1414 lftllllan 11 llltrlbuted to low-lncame tamlaa (leu Dian 150%). 

Counts ~ pcna111 and famlllea are adJustacl lo reflecl ltll lncnla1111 

a.tr. No•••.., If, 1191 

r 
i . 
; 



F•mlllH 
Blgl>la 
Partlcipallng 

8ubeldyDoll1S 
Eltglble 
Pmticlpatlng 
Dwallon Ellect 

Plop .. coet 

Noleai 

Table~ 

Health Coverage for Workel9 Between Jobs 
Est.__ Reflect Pntmlum and Labor force Growth to 11a: Baud• 1•10... 

(Pereons n FamlHaa In Thoianda. 1998 Dollars In Mmtana) 

Erm Sia of Unamoloyecl PerlOll 
NA Cfl tN4 2M9 t00-411 

71 234 214 434 4t4 
58 .194 t81 379 360 

et 208 199 392 388 
75 182 t89 388 337 
0 21 22 87 71 

'' 20a Ito a. 411 

. 1. OuHJl.fnodal ~of 1414 mlllon Is...,.,..., tD bHame ra11•• (less than 150%t. 
· - ·. Counls d pnons md r.nllel are adjulted ID l9flact ltll fncraw. 

• • • 

I 
I 

... Totll 

999 2,311 
134 l,G04 

918 2.171 
127 t,m 
153 Mt - 2,3fl 



Table 6 

Health Coverage for Workers Between Jobs 
. Eatlmat89 Reflect Premium and Labor faNe Gluwth to 1988: Based• 1111 Dllla 

(Pa1011a mMt Fmt-. In Thousande. 1998 Dollars In Mlliana) 

A!l!g(MnemDloved~e~g 
18-24 25-34 35-44 45-51 

FMllllea 
Englble 249 783 8M 405 
Partlcfpall19 221 668 571 ' 340 

..... ..,Dolll,. 
Eligible 181 883 893 Ml 
Partidpatlng 167 822 824 313 
Duration Effect 48 88 113 es 
PI091'1alftColt ftJ. 710 737 -

Nolt!i 
· 1. Out-of~ adjultmenl of 1414 rnllan Is attrfbuflld ta law lncalt• ,.,..,,(less flan 150ltt. 
.. . Counts of penans and r.n ..... ad~ ID reftacl 1119 lncnaae. . 

111111: N.,.,..,.,., 2t, tlH 

2&5 
207 

273 
250 

39 -

Tolll 

UIS 
2.0CM 

l.f71 
1,m 

341 

Uta 



H 
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 All - 30 Winter Street, Suite 1007, Boston, MA 02108 Phone: (617) 350-7279 FAX: (617) 451-5838 
1 

~I 



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 budget 
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%. 
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• 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 
wait. 

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

J 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 
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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 ll:Rob:Communicnrions:WhircHousc.MSPfinal 
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Termination of Coverage 
You become lndigtl>lc for coverage when you Slop 
rca:iving unemployment benefits. Your MSP mverage 
ends seven days af1er lhe wcclc-cnding dale of your final 
unemployment Insurance chcclc or seven days after the 
da1e you become Ineligible. 

Out-of-State Coverage 
EUcalve June I. 1996, benefits for out-of-state medical 
services have been slgnlflc:andy Improved. The Mcdlcal 
Security Plan will reimburse you for ou1-of-Rate urgent 
and emergency medical services. Some ol the mOSI 
common urgent and emergency medical diagnoses arc 
listed below: 
• Abdominal pain 
• Acute car ln!caion . 
•Aneurysms 
• Blood infections 

• Hean attaclc 
• Lacerations 
• Soapes and bruises 
• Severe headaches 

• Coma • Some scc.:>nd dtgrcc bums 
• Contusions • Sprains 

U you have any lunher qucs1ions or cona:ms regarding 
ou1-of-s1a1c coverage. please coniact our customer service 
office at 1-800-914-4455. 

Eyewear Discount Program 
Looking for savings on cycglasscs and coniact lenses? We 
oUcr a new and improved cycwcar discount pr_ogram for 
all Medial Sccuri1y Plan members. When you·prcscnt 
your MSP lden11flca1ion card to a panldpallng BCBSMA 
eycwcar provider. you arc cligil>lc for a 25 percent 
discount on lenses and frames and a 20 percent discount 
on conlact lenses (10 percent on disposables). 

If You Have Any Questions 
This brochure provides a bric! review of the Medial 
Sccuri1y Plan. For a more dciailcd dcsaiplion. or if you 
have any other questions. please call us at the MSP 
customer service office. Our 1011-frcc number is 
1-800-914-4455. wc·11beglad10 give you wha1cvcr 
information you need. 

Adminlssa'cd by Blue Cross and Blue Shlcld ol Mamcbuscus. 
Primed al Blue Cross and Blue Shield ol Massaclmscm. 

)2-J070 (6196) )5M 

What You 
Need to Know 
About the 

Medical 
SECURITY PLAN 

Health Care Benefits 
Provided by 

Commonwealth of Massachusetts 
Department of Medical Security 
Jeffrey W. Ritter, Commissioner 

This ls an important notice. Please have it 
translated. 

Este es un avlso importante. Sirvase mandarto 
traducir. 

Esta ~ uma notifica,.ao importanle. Favor 
traduzl-la. 

Ced est une notice lmportante. Veuittez ta faire 
traduire. 

What Is the Medlcal Security Plan? 
The Medical Security Plan (MSP) is a health plan 
1ha1·s provided by the Department ol Medical Sccuriry 
10 eligible Massachusetts residents who arc receiving 
unemployment compensation bcndits under the 
provisions of Chapter 151 A of the Massachusetts 
General Laws. 

This brochure explains who Is eligible. how to apply 
for covcrag(. and other lmponant Information you need 
to know about the Medical Security Plan. 

About the Two MSP Plans 
The MSP provides health insurance 1hrough 1wo different 
programs. 
• Under the Dina Covuage !'fan. you rcaivc health care 

servi«s, and the MSP pays for the medical care 
rendered. according 10 the benefit description Inside rhis 
l>rochurc. Benefits arc similar 10 rhosc ollered 10 
employees of 1hc Commonweal1h. You arc eligible !or 
1hc Dirta ~rage Plan only if you do not have the 
op1ion of continuing a health plan in which you were 
enrolled prior to applying for unemployment insurance 
benefits. u you do have 1hc option or continuing ~n 
existing health plan. you may qualify for a hard.ship 
waiver in10 the Dina ~rage Plan. Once you have 
been approved for coverage, MSP will send you a Plan 
Dcsaiption. which coniains the complete description or 
your benefits. 

•The f'rmrium Assistana Plan can provide paniat 
reimbursement for premiums paid 10 continue a health 
plan whose coverage began while the individual 
rcaiving unemployment benefits was s1ill employed. 
You are rcqulml robe JOO percent responsible for the 
entire premium. with no assistance from any past 
employer or government agency. Currently. eligible 
individuals receive up 10 SIOO (eligible families. up 
10 $200) per month toward a qualified health plan. 
To fmd out if you arc eligible. you should fill our the 
application and mail it baclc to Blue Cross and Blue 
Shield of Massachusetts (BCBSMA). 
U you arc approved for coverage. your Mcdl~I Security 

Plan policy will be clfcctlvc from the date WC receive your 
completed applicadon. You may also qualify for Pranium 
AssiJtana coverage rcuoactlvc to the dare on which you 
satisfy all MSP dlgil>llity aitcrla or 30 days prior to the dare 
we received your completed appllcadon. whichever Is later. 

Who Is Eligible for Coverage? 
To be eligible for MSP coverage: 
• You are required to receive (or be cligil>lc to rcaivc) 

unemployment benefits for employment in 
Massachusens, other than from employment with it 
federal government or the armed foras. 

• You arc: requlml to be a Massachusetts rcsidcnL 
• Your total family Income for the six months prior to 

dare you apply for MSP coverage-plus your projca 
income for the ncxi six months-is required 10 be le. 
than the amount shown below under Maximum Far 
Income for MsP. 

• U you arc eligible for the Pmnium Assistana l'fan, y 
arc not ellgil>le for the Dirra Coverage Pf4n. unless Y• 
toial family Income for the ll months prior 10 the da 
you apply for MSP coverage Is less than the amount 
shown below under Maximum Family Income for 
Direct Coverage Plan Hard.ship Waiver. 

Maxlmwn F•mlly M•xlmumf•mlly 
F•mflySlae Income lor MSP lnccwne for DI rec t 

Cover•g• H•rcbhl1 
W•lvff 

I S30.960 S\5.480 

2 S41.440 $20.720 

SSJ,920 $25,960 

4 S62.400 Sll.200 

s S72.880 S36.440 

6 $8).)60 S41.680 

7 S9l,840 $46.920 

s• SJ04,l20 S52.160 

•For tadr oddirionol family mtmbtr. oJJ SI0.480 to M4ximum 
Family lnamt for MSP turtl SS.140 to M4ximum Family lnmm. 
for Dirt</ Covtra!Jl Hardship Waivrr. 

Note that "toral bmily Income· docs no1 lndudc income of 
dcpcndcn1 childrrn. Your •projected Income" will be dctennin· 
by 1hc ~n. Nscd on 1hc lnlomulion )'Oil send us. plus )'Ollr 
proj«lcd uncmploymcn1 Income. 



-- - - . ---- t'LAH t'AYS YOU PAY 

Inpatient Hospital 
(Including matemtty) 
Room. bootd. and mcill.uy savlccs $250 lnpolicnl (pot admission) 100% lorlinr llOda~ Ihm 80% ahllowed Days 1-120: No<hins (•Ira Ille dcductiblcl 

diirgcs rar mnalndcrat Ille alcndu yar Day 121:20%at•llowedchorgcs 

l'bysldan'I IGWQ. lndudins SWICIY and 1ncsrhcli1 None 10% at .allowed chlrgcs 20% ol 1Jlowcd cholJCI 

Outpatient Hospital 
Noncmuscncr SI 00 (conaibucs 10 yearly d.cduaible) 100% at •no-.! charges Nolhlna !•Ira lh< deducriblc$ 

Acddau or suddal and serious lllness None 100% at •llawcd charges Nolhlna 

Physician's Services 
Oiiier. homt. cuipadml, or 11011eu1agcncy SI 00 (conaibuia IO yurly deductible) ao% ol ollowed charges 20% ol 1llowcd chorgn (•her lhc deduoiblc) 

EmaJCll(l 1raancn1 or lnpo1J.,n1 core None 30% o( 1ll0wed charges 20% ol •!lowed chlrgn 

&...b/X-ray Services None 100% ol 1llowed charzcs Nolhing 

weu.aaby care 
Routine- None 100% at •llowed chlrzcs less co-pay SS co-poy per vi5it 
(the llWllbcr of raudnt cxoms wries wlrh !he •sc at 
ihc duld. l'lcasc all CUSIOmcr Smlla !or mo« 
inCormollon11 l-I00-91+44SS.) 

Psychlatrfc:, Substance Abuse, and 
Alcohol Abuse Services 

/llpoliml•••-C.re in• psychiolric hospiul is limi<cd S250 inpo1ien1 (per odmissionl 100"4 or oUowcd chlrgn Nothing (•lr<r rhc deductible) 

· '° 60 mys. Subsunce •bu"' ond olrohoJ oi.u,., arc ore 
limill:d 1a JO mys each. 

~ A"""'1/ llnll s..bstana ,U..,,--Uml1ed IO SIOO (conaiburcs 10 yrorly deductible) 10"4 cl •!lowed chl11es (up ID $500 alcndor-ycor 20"4 ol 1llowed charges (•her Ille deductiblc) 
• mulnn1m of S500 per alcnd.ar ycor maximum) 

Olllptlliorl l'JJdl'aric-Umi...:1 IO I mllimum of SIOO (conaibures ro )'l'•rfy deductible) 70% or •!lowed chargcs (up ro S500 alcndor-ycor JO'JC. or •llo>mf chorgn (•lror lhe ded11Ct11>lcl 
SSOO per alcndar ycor moximuml 

Prescription Dnigs .... 
Anillblc lluough phonnodcs ponicipoling In ihc None 100% ol •Do>mf chlrgcs less co-poy $5 co-pay pcr prcscriprion for generic drugs 

PAID Rx mamgcd an: nctWOrlt S 10 co-pay pcr prescription lo< br.and-namc drugs 

Chiropractic 
Limited IO 20 vbits pcr alcndor )'1'll .... $100 (conaiburcs ro )'l'llly dcducu1>1c) 80% or ollowcd chorgcs (muimum •llowonce l>Nuctiblc. ii •ny. •nd bobnc< up 10 omO<ll!l billed 

oU50 per visit) 

• aa...1lt1 (or llaYica provided ouulde MassochUKUS u..only laduded when (l) la the Judgment of Blue Cross and Bl"" Shield of M.w.achllSdtS. you rcttlve services rmdem:l ln an urgent are situation or 
(2) savloes are fwnl>hed IO a fulklmc ltUde<it depaidenr rcsldlna O<IUldeor Musachusetu. Snvlca rmdettd In M.uslchUKtts must be fwnlshed by• Mass.ochu.eru provider who putklp.ales with Blue 
Cross and Bluc Sl*ld of M.usKhl.ISfttl. 

- You are rapomlble fon S:ZSO lnpallml deductlbleeuh dine )OU ora Wnlly manberco>ft'<d W>C!cr the MSP Is odmJtted roa l'ldllry.1beyarlydeductible forcaulnother scrvlca Is apped •• SIOO per 
lndlYldual or $JOO pa famDy. 

- lapadcal pqch1wic and subsQoce abme laTlces are..,.._.. oaly Cor ldmlssloas ro hosplcals or r.cmt1es putldpatlng with Blue Cross and Blue Shield oC Mass .. busnu. · 
- Y-anac praent,....... mcud ••• ~dng PAID Rxplwmlcr-

Applying is easy. We will au1oma1ically mail MSP 
applications to all Unemployment Insurance m::ipic 
We receive the names and addresses of Unemployrr. 
Insurance rcciplenlS each week from lhe Dcpanmer 
Eniploymcnt and Training (DEY). Once you have re 
your applica1lon. please mr out· !he appllcallon comp! 
Please make sure !hat you have provided aU lhe 
information requested. lnduding your four most rec· 
pay stubs (and your spouse's four most r«ml pay si 

applicable) and your DET Benefit Dcicrmlnatlon fon 
you arc applying !Jr a Direa Covcngc Plan hardship 
waiver. 10 avoid delays In processing. Once you have 
completed lhc application. please mall It to BCBSMA 
immediately. We will notify you or your eligibility In 
writing within I 0 business days of receiving your 
completed applica1ion. If you have not received your 
application. please Ice! free 10 contaa our MSP custor. 
service office at 1·800-914-4455, and a rep~ntativc 
gladly mail you one. You may begin using your health 
benefits as soon as you receive your ldentilicatlon can 

Getting Approval for Inpatient 
Admissions 

Medical. Surgical. Mental Health. and Substance 
Abuse Admissions 
For medical and surgical admissions. your physician 
or hospi1al is rc:sponsiblc for calling BCBSMA 1011-frcc. 
at 1·800-231·5295. 

For mental health and substance abuse admissio 
you. a friend. or a family member arc rc:sponsiblc for 
calling BCBSMA toU-free. at 1·800-524-4010. 

Your menral health and substana: abuse hospital 
benefits may be reduced ii BCBSMA docs not rtteive 
a telephone caU. 

Please call l-1100-524-4010 In any of the following 
situations: 
• Before you arc admiued for men1.1I heallh or 

substance abuse inpalicnt lrcatment 
• Within 1hrce days of an emergency mental heallh or 

substance abuse admission 
BCBSMA can be called 24 hours a day. any day or 

the week. 
You arc also required to con1.1a BCBSMA toU-lrec. 

at 1-800-:231-5295, within lhc first lhrcc months of 
pregnancy. 
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State ·makes· .·: 
liefilt~f pia.n:C\-~ .· 
: .e~iel; t_oj()m··· -: .. 

..... --·- .... --~-- - .... ··-·----: 

.. By Richard A Knox . 
· · · ··GLOBE STAFF .. · :· - ·· - ~ 

. ,, ·. The. Weld adinirustiiltio~ i 
: atung by criticism it is Bitting ·t 
:- on nearly $50 million~ tunm. .-. ,; 
,": inte.nded to prOvide health in-·· ~l 
· · surance for the unemployed, . ·1 · 
· hberalized the ineome guide- ... : 
. lines for the national:ly W.U~ue. .. 
· program yesterday . · -"· : · · · · 
· · · · Administration officials es-· :I 

· ' 'sentially" 8dmitted that overly · 1 
i - restrictive ·eligibility roles and · -~ 
· · poor marketing cll'orts are the · I 
, reasons that only 12,000 out or l 
the state's 247 ,000 unem-· . 

'' ploYed citizens have signed up. ' ~-
They proinised to do a bet- -· 

·.· ter job of notifying unem~ 
. ployed citi1.ens ~o might .be 
· _eligible for the program, which . · 

.. , was enacted in 1gg.g as part of . 
· !ormer Gov. Michael Dukakis' ' · 
universal health insurance law. ·· 

"We will make every effort 
to get the word out and im-

. prove the visibility o! the 
program." Jeffrey W. Ritter, 

·commissioner o( m~cal secu-
. rity, .told the Legislature's· · 
' joint Health Care Committee. ·. 
·. "It was· ·never c:iur intention, '· 

.• and it Will not ~ to niinimize ; -· 
· .. · enrollments in this program · 
· by trying to keep it _out ;or· ·f 

sight.,, . . . ' .... ·.·.' :·.:. :_ ....... _:""" 
. The Health Security Plan 
~-~~.hl nmvi6fe_basi_s.~ 
·. health insUranee for' !amilies . 
· and individuals who_los_t_h~th __ .• ! 
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Continued from Page 17 

coverage when they 
lost their jobs. It is funded by an an­
nual $16.8(}.per-worker payroll tax 
paid by every Massachusetts em­
ployer. 

For months critics 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 p~_gram in the first place. 

. new Income ceiling for lndivfdaal& 
will be $26,480, compared to $19,860· 
now. ·' . 

Otfici.als said they have invi.ted : 
33,000 chronically unemployed ·~- · 
zens, who did not qualify for the 
program under earlier income guide­
lines, to reapply. They predict hair 
will sign up in the next six weeks. 1 

. 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 chanl:ing 
the way applicants' earnings are fig­
ured and other steps. The legislation 

Meanwhile, the state Depart- was endorsed yesterday by the . 
ment of Medical Security and the ··Health Care Committee, with the .. 
Department of Employment and personal support of House Spe2:ker 
Training have squabbled over who is Charles F. F1aherty. 
responsible for. widespread igno- · " ·: 
ranee and confusion about the Ritter said that as of January 1 
program. Medical security officials, bis department has hberalized the 
for instance, have been frustrated in benefits paid by the Health Secm:ity 
obtaining computer tapes that would Plan. The amount of hospital bills . 
allow them to do direct-mail market- the subscriber must pay bas been 
ing to potential subscnbers. lowered from $1,200 to $300 per f11m-

. . ; ily, while subscribers' responsibility . 
"This isn't rocket science," Rep. for outpatient care, including dnigs, 

Carmen Buell, a Greenfield Demo- has been lowered from $300 to $150. 
crat, told Ritter. "We're talking · _PreScnption <kugbenefits·Wi:~ be 

I 
about getting computer tapes from improved beginning April 1, Ritter 
one place to another. What seems ~ . 
be the stumbling block?_" · · - ; · said. Subscribers will have to pay 

only $5 for a month's supply of a ge-
Only 12,000 unemployed people neric drug and $10 for a brand-name 

are now in the program, which had drug, compared to $10 for any pre­
been projected to serve up to 40,000 scription now. 
jobless citi7.ens under the prior eligi- . · ·· · ~ie~~-~~ and advocates say 
bility limits. With dependents, as they have many first..hand reports of 
many as 69,000 people might have unemployed people who did not 
qualified for coverage under the old know about the Health Secu:rity 
rules. Plan, including many who wc1uld 

Under the new rules taking ef- have been eligible. Workers at tbe 
feet March 1 Ritter said, thousands ·state'~ 42 unemployment_oma:s tiave 

' . . . sometimes been unfamiliar with tbe 

~J-~un.;~==~ ~!;!"'~~'-orJta.eligfu.iljty girl~~~~=:·' 
gram's income eligibility ceiling will according to some reports. . . 

be raised from 300 percent of the Some subscnbers say they ~'ere 
federal poverty standard to 400 not aware o! the benefit imp~:ive­
percent, ~ on the applicants' ments Ritter said went into ef!'ect on 

; earnings in the year prior to becom- January 1 and were given wrong: in­
; ing jobless. formation when they inquired about 
. This means a family of four coverage from John Hancock Mutual 

1

1 whose income bad been up to . Lite Insurance, which is paid more 
$53,600 would qualify for the cover- than $5 million a year to admini9ter 
age, up from $40,200 currently. The the program. 
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Jobless 
·miss out 
., 

on care 
Few made aware 
of health benefits 

By Richard A Knox 
GLOBE5rAFF 

A new Massachusetts program to 
pro\ide 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 \\ithout coverage. _ 

OnJy 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 S53 mil­
lion so far to fund the Health Securi­
ty Pion, as the program is called. 
Bul on1y $5.5 million has been paid 
out in medical claims, while John 

. ;Hancock Mutual Life Insurance Co. 
has collected $i.6 million to adminis­
ter the plan. 

Critics charge that the Weld ad­
ministration, which last \\inter 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. 
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"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 d.ra\\ing fire. State 
officials say they have negotiated a 
$1.5 million rebate from Hancock 
and lower administrative fees in the 
contract \\ith the insurer for the 
coming year. But they point out that 
the program is bound to be eA-pen­
sh·e to administer due to subscriber 
recruitment effort.$, eligibilit~· deter­
mination and rapid turno\"er. 

The plan is one of the lesser­
known and least contro\·ersial pan.:: 
of the Massachusetts universal 
health care law pas:;ed in 1988. !'\o 
other state has such a stopgap 
program to pro\ide health insurance 
to workers who lose their medical 
CO\"erage along \\ith their jobs. 

Leader,; of Massachusett.' bu:::i­
nesses. which fund the program 
through an annual $16.80-per-work­
er pa~Toll ta"\ on firms \\ith six 01· 

more employees. ha\"e grumbled in 
the past about the new tax. but their 
oppo:;ition to the Health Security 
Plan has been muted. To man~·. the 
program seemed fortuitous as unem­
ployment rate:; soared. 

"If there's anyplace you want to 
build a floor in the health care sys­
tem. this i:; where you want to do it,'' 
said Robert Hungate of Hewlett­
Packard Co., which pays $67,000 a 
year in pa:Toll taxes to support the 
Health Security Program. 

Business leader:; 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. "B\' no means should the state 
be sitti~g on money because the 
program isn't pro,·iding benefits. 
The~· should be reworking it." 

"We're concerned that the 
program is building up a lari~e 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 car·e 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.'' 

Jeffrey 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 .:if Em­
ployment and Training to make it a 
priority. That department i:5 sup­
posed to inform the unemployed 
about the arnilability of free health 
insurance. 

"I am at a loss to understand 
why. if a benefit is free and available. 
people would not appl~· for it," Ritter 
said. "The ob,ious reason is that 
they ha\"en't heard about it." 

Undersubscribed 
Few people benefit from a 
health care program for the 

• unemployed. Average monthly 
figures for Massachusetts 
residents during 
fiscal year 1991. 

:::·. 68-76% 
not eligible }.:.:::·:=.": 

•':··-· .. ·· 

·<·-~:¥~-- .. __ Jiff;:~{;,_. 
People collecting . 

unemployment benefits 
125,789 

. SOURC£: Mau. OepL at ~cal SeQll~ 

GlOBE SW'F C:HART 



.. ·o led 
In fact, last sumnier when 

1gram personnel were dispa~hed 
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 
:iuine demand for the program 
ce people know about it and un­
rstand it. 
"A decision on insurance is a 

mplicated decision to make,'' com-· 
mted Ritter. "Without someone to 
:eract \\ith and explain it in tenns 
u understand, it's difficult to make 
at decision, especially at a time 
1en you're confronting a lot of eco­
•mic uncertaintv." --·'· 

However, Ritter said one-on-one 
:cnliting at unemployment office:. 
too e:\.-pensive. His agency would 

\e to do direct mailings to new un· 
nployment insurance beneficiaries, 
-it so far has been unable to get the 
1epartment of Employment and 
raining to make available the nec-
5sary computerized mailing lists. 

Other means of infonning the un­
mployed about the Health Security 
'Ian, such as brochures and infor-
1ational kiosks in unemployment of· 
ices, ha,·e not been effective, state 
.fficials said. 

"We're struggling v.ith 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 
\·ell as we'd hoped," said Lukas. as­
;istant commissioner of medical se­
.:urity. 

One rationale for the Health Se­
~wity Plan was that it would take 
5ome pressure off the fund that pay::: 
for free hospital care. 

Pa)ing t\\1ce 
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 pro\iding insurance to un­
employed families. By pa)ing both 
the $16.80 tax and their share of the 
free care fund, however, Massachu-

• 
I 

setts businesses are paying twice for 
the care of eligible unemployed pa­
tients. 

So far, about 45,000 unemployed 
Workers and their families have 
benefitted from the stopgap insur­
ance program since it was launched 
in July 1990, Lukas said. Since tbe 
plan's health benefits end when peo­
ple are reemployed or their unem­
ployment insurance runs out, t_tie 
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 \\ith twins. Her baby girls 
were born prematurely in July aRd 
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 ha\·e 
done V.ithout 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
\'olved its low \isibility, the high out-· 
of-pocket costs that beneficiarie:. 
must contribute to their medical bill:; 
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 becallie 
their income while employed was 
barely above the eligibility limits. 
which require clients' income durinl!' 
the previous 12 mooths to be belOI~· 
300 percent of the federal poverty 
level. or ~0,200 for a family of fow·. 

fo ·jobles~ 
HJgb deductibles 

Once qualified, beneficiarie~ 
~ust pay ~e first ~1,200 of hospital 
bills, $300 in prescnption drug costs, 
$300 ?f hosp~tal physicians' charges, 
$300 in hospital outpatient fees and 
$50 in physicians' office fees. 

''We've heard that a lot of people 
see these deductibles and don't even 
bother to sign up," Lukas said. 

Ritter said his agency is studying 
the fiscal impact of more generom: 

1 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 agenc~· 
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 agencv i;; 
stuck v.ith implementing. Ritter. re­
plied: "A little bit of both in m\' heart 
of hearts. • 

"I think these dollars might be 
e~-pended a little more efficienth"." 
the commissioner said. "But th;t'!" 
not to say the program isn't worth­
~-h~e. For many who participate, it 
IS literally a lifesaYer, the difference 
h-?tween financial catastrophe ancl 
being made whole." 
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Plan can· help. illsure unemployed 
~ittle-known state. health program 
B p ) H S ks setts, only 7,000 to 8,000 have . 8'.r ;e:~~ ayes ac availed themselves or the health· 

: security pJan. : , . 

. financial problems to let t:ieallh In-\ are out of work, and they have no 
11urance go. Such a situation can health-care lnsurar1cc. If you have 
have tragic consequencea. he said. ' medical bllla or If JOU have kids. It 

Abbott told the story of a family . ~an be very lttgl\te[ilng." 

mCHBURQ - Thousands of 
unemployed people are laking the 
risk of going without health Insur­
ance because a state program thnt 
helps cover the cost has received 
JltUe publicity, according to health 

who came to. CAC to 1aek aid In The program w11.11 created under 
paying a mortgage. The father had the Universal Health Care law of 

"Something seems lo be wrong lost his Job al a bank but had found 1988 and was lm1plumented In July 
here," Rukavina said, adding that part-time work. The mother also 1990. It la apeclflc11Jly designed to 
unemployment Is hovering around· worked part time. Neither of them help those collecUng unemploy-
13 pereent.ln both Leominster and had health coverage. 'They were mentbenent.s. 
Fitchburg. .1 · ·able lo meet their monthly mort-

advocates. UTILIZATION LOW gage payments until their son be-
"We've' found uUllzaUon Is vecy came UL Their mortgage money 

low." he said. , . · · · . ·. · had lo be diverted to cover medical 

· There are two opUons for cover-
age: · ' 

• The state wtn subsidize part 
of the premium If II person wishes 

Mark A. Rukavina, a spokesman 
for Health Care for All, a private, 
non-pront coaUUon of 100 Massa-. i 
chusetts philanthropic organlza-,: 

. cost.a. : · : -~ 
Thomas V. ~bolt. director oq.he , DOUBLB WHAMMY : ,. , ·< . . . '..to continue coverage through the 

Comm~nlty Action ,Center'· of ,. 1 ,. . . . · .previous employ~r. CornP!l.nlea Uons, said that or the 300,000 peo- ; 
• pie on unemployment In M111&chu- ~ 

Fltchbu~mlnster; said ll Is 1 "People ~re hit with a .double , ·-·-·--· ---------­
common for those struggling with .~hammy,~" Rukavipa ••'4.· ~'They ''>"~. ·· Tumtot1~TH/P1g•A& 

ConUnued From Page One want to drop conUnulng coverage 
with 20 or more employees that with th' previous employer. Such 

: provide health coverage must allow ' coverqe coats nothlDI. but there 
those Jald otr to continue tor 18 . are deducUblu and co-pa,yments. 

: months at their own expense. The - For Instance, for maJor medical 
. state wtll provide $80 to $140 a · ·. coverage. tho deductible ta $300 
1 month ror Individual coverage or , with a W-Z!O co-payment; except for 
, S200 to $350 a month ror family cov- , prenatal and well-baby care, which 

erage. depending on the level or ls fully covered. 
· family Income. The lnaurarice program ls f\Jnd-

• The state wlll provide direct . ~ b~ ~ ~.~~&J;ge 9r up ~ ~~,:~ a 
coverage for those who have no ·: · 
health Insurance or those who · 

. . - - - r .. 

year per employee ·on unemploy-
' me1"4t taxes paid by empl<'ycrs. The 

rund now holdl between $30 mlh 
lion and $40 mllllon, Rukavina · 
said. · : 

Those seeking more information i 
should call tho Health Plan Service 1 

Center, 1-800-367-7781. Applfca- · 
Uons are avallable at the office of 
the Department of Employment 

. and Training in Fitchburg. . : 
•. . . i 



AUTHORITY: 

MEDICAL SECURITY PLAN: 
Health Insurance for the Unemployed 

Status report: December, 1995 

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 Mas:sachusetts 
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 
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HSP/MSPENROLLMENT 
mSTORY: 1990 - Present 
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MSP ENROLLMENT 
Fiscal Years 95/96 
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MeJical Security Plan 
# Nc1v EnJI."0Hees 1 by Plan 
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Medical Security Plan 
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HSJP was administered hy John Hancock 
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MeJiical Seicurify Plan 
Dem.ographic Breakdown 

~ m#jEn"rollees1 
~ ! :i~1-Jli~\f1t~~=r.··~~!. 
" !~,,e.r_e;7,/1/9.5';) 

4,904 2,282 47% 2,622 53% 15,461 20,365 3,630 

7,760 4,088 53% 3,672 47% 13, 196 20,956 3,946 

9,168 5,262 57% 3,906 43% 6,941 16,109 3,675 

;~~i~~ 
~ :i:~ 

jil 9,318 5715 61% ... ~J!;: 3,603 39% 4,432 13,750 2,809 
···w1;,·.~.m'f""'"''l'W 
~c1~~Wfi6~1ki~ 10,076 6348 63% 

1 

3,728 37% 
'I' 

3,101 13, 177 2,531 ~ 

j)!f.~U~r~~}~~~!~fJ~ijffi: 
oecei:nbelliir'. 12,081 8120 67% 3,961 33% 2,019 14,100 2,584 

Note: Demographic data is not available for members enrolled prior to July 1995. 
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MEDICAL SECUIDTY PLAN 
Claims Paid 0 

.... FY 95 & 96 

FY 95 Total = $33,799,727 
FY 96 Total through December= $7,876,989 8,206,010 
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Medical Security Plan 
Calendar Yeair Revenue Cycle 

_,._ $16 ~------------------------.. 
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MSP Revenue History 

Monthly Amounts 

NET 
Employer MSP D.E.T. MSP 

Sweep Refunds Revenue Fee REVENUE 

FY90 14,857,728 50,000 14,807,728 740,386 14,067,342 
FY91 38,563,746 310,000 38,253,746 1,912,687 36,341,059 
FY92 35,723,712 803,877 34,919,835 1,745,992 33,173,843. 

Jul92 FY93 2,060,742 141,992 1,918,749 95,937 1,822,812 
Aug 7,744,238 0 7,744,238 387,212 7,357,026 
Sep 282,730 60,000 222,730 11, 136 211,593 
Oct 965, 197 75,000 890, 197 44,510 845,687 
Nov 4,210,092 50,000 4,160,092 208,005 3,952,087 
Dec92 519,681 50,000 469,681 23,484 446,197.' 
Jan 93 1, 115,311 50,000 1,065,311 53,266 1,012,046 
Feb 2,943,741 55,000 2,888,741 144,437 2,744,304 
Mar 251,174 221,921 29,253 (141,037) 170,290 
Apr 2,709,331 82,429 2,626,903 273,845 2,353,057 
May 15,428,475 150,000 15,278,475 763,924 14,514,551' 
Jun 93 89,352 0 89,352 4,468 84,885 

FY93 TOTALS 38,320,063 936,342 37,383,721 1,869,186 35,514,53~ 

······· 
Jul93 FY94 2,442,409 194,275 2,248,134 112,407 2, 135,728 
Aug 8,311,629 0 8,311,629 415,581 7,896,048 
Sep 276,788 0 276,788 13,839 262,949 
Oct 766,355 0 766,355 38,318 728,037' 
Nov 4,798,485 75,000 4,723,485 236,174 4,487,311 ., 
Dec93 332,139 0 332, 139 16,607 315,532 ; 
Jan 94 246, 100 0 246,100 12,305 233,795 
Feb 3,733,270 0 3,733,270 186,663 3,546,606 
Mar 101,408 0 101,408 5,070 96,338 
Apr 1,483,298 195,000 1,288,298 64,415 1,223,883 
May 15,549,305 75,000 15,474,305 773,715 14,700,590 
Jun 738,443 100,000 638,443 31,922 606,520 
Jul94 837,645 20,000 817,645 40,882 776,763 

FY94 TOTALS 39,617,273 659,275 38,957,998 1,947,900 37,010,098 

Jul94 FY95 1, 109,756 250,000 859,756 42,988 816,768 
Aug 9,148,417 100,000 9,048,417 452,421 8,595,997' 
Sep 1,101,311 50,000 1,051,311 52,566 998,1~:5·· 
Oct 866,248 100,000 766,248 38,312 727,935-
Nov 5,051,623 50,000 5,001,623 250,081 4,751,542'' 
Dec94 89,868 10,000 79,868 3,993 75,874. 
Jan 95 416,530 40,000 376,530 18,826 357,7,04 
Feb 3,284,472 0 3,284,472 164,223 3,120,249 
Mar 142,567 35,000 107,567 5,378 102,189 
Apr 2,231,887 40,000 2, 191,887 109,594 2,082,293 
May 16, 176,320 15,000 16, 161,320 808,066 15,353,254 ; 
Jun 919,704 0 919,704 45,985 892,588 

FY95 YTD TOTALS 40,538,703 690,000 39,848,703 1,992,433 37,875,139 

Jul95 FY96 2,608,931 230,000 2,378,931 118,946 2,259,985 
Aug 8,987,745 50,000 8,937,745 446,887 8,490,858 
Sep 143,093 0 143,093 7,155 135,938 
Oct 1,617,836 75,000 1,542,836 77,141 1,465,695 
Nov 4,741,478 60,000 4,681,478 234,073 4,447,405 
Dec95 89,278 89.278 0 0 0 
Jan 96 0 
Feb 0 
Mar 0 
Apr 0 
May 0 
Jun 0 

FY96 YTD TOTALS 18,188,361 504,278 17,684,083 884,202 16,799,881 
PROGRAM TOTALS 
FY90 - FY96 to date: 

225,809,587 3,953,771 221,855,815 11,092,787 210,781,897 
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MEDICAL SECURITY PLAN 

-!;I.) 

l::l 
(;) 

$60 

$50 ---- - - . - - - - - - - - - - . - - -

$40 -- -- - - - - - - . - - . 

.:.= $30 -- - - - . - - -
~ 

~ -
$20 -

$10 

I 

• END OF QUARTER TRUST FUND BALANCE 
-(D-

CLAKMS & ADMllN. PAID DURING QUARTER 

Sep MAr 91 Sep MAr 92 Sep MAr 93 Sep MAr 94 Sep MAr 95 Sep 

/ 

Dec 90 Jun Deo 91 Jun Dec 92 Jun Dec 93 Jun Dec 94 Jun Dec 95 

Oua.rter ending in the month of ... 

Department cl Medical Security 01131196 



E:IAMYWIMSP\PMPM. WB 1 

MEDICAL SECURITY PLAN 

Per Member Per Month (PMPM) Costs of the MSP 

FY91 11, 148 $438,741 

FY92 20,087 . $1,204,395 

FY93 32,706 $4,573,954 

FY94 66,695 $4,603,353 

FY95 25,411 $2,821,271 

FY96 16,592 $1,312,831 

FY 96 figures are as of December and do not represent the complete fiscal year. 
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Administration and Kennedy-Kerry Bills 
(Kennedy-Kerry differences in !boldl) 

I. Federal Funds for States 

o 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 part1cipate. 
[Proz:ram is permanent and operated jointly by HRS llnd Labor.] 

o The funding would be a capped entitlement to the state. flnitial year funding would be $2 
billion in FY '99. The Administration bill in '99 would liave a cap of $2.34 billion.] 

o States would be allowed to accumulate a small surplus to cover years with shortfalls, and the 
federal govemment would 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 reallocate it in subsequent years.} 

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

II. Eligibility for Conrage 

o Recipients must be in active unemployment insurance claims status. 

o Coverage would not exceed 6 months. 

o Individuals must have had health insurance coverage thr0l.1gh their last employer for at least 
the six previou::; months (including plans where the employee paid the full cost). 

o A full subsidy is provided up to 1 00% of the poverty level for family income and phased out 
at 240% of the poverty leveL 

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

o The individual or fainily 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 th~ duration or <1.mount of unemployment benefits as the result 

~002 
llJ OOJ 
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of an individual participating in the health care coverage program. 

III. 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 private market; 
·-Alternative means of coverage (e.g., state high risk pools, Medicaid buy-in, special 

plan for the temporarily unemployed); 

o State would have the option of extending eligibility periods or providing a· more g(~t1erous 
package using state funds. 

o Any reduction in either the duration or extent of health 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 UI 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 Fw1ds from the grant will take the form of lellers of credit to the states. 

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

c:uil::k96.11.rh 
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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 

I 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 ironicalily 
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: It 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 practiC<J11ly 
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 Hous·e 
Committees and the Republican-controlled Senate Committees, they lost steam when the 
unemployment rate started to decline. Conservatives 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 believ1:: 
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 arc 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. 


