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Overview of Presentation

• Overview of SHADAC/SHARE

• Key Dimensions of Reform

• Update on State Activities

• Additional Resources
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State Health Access
Data Assistance Center

• Funded by the Robert Wood Johnson Foundation
– University of Minnesota, School of Public Health

• Goals:
– Help states monitor rates of health insurance coverage 

using state and federal data 
– Research factors associated with access and coverage 
– Provide targeted policy analysis and technical 

assistance to states

• Bridge between state and federal agencies; 
between survey data and state health policy 
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State Health Access 
Reform Evaluation

• National Program Office of the RWJF 
– Co-located with SHADAC at University of MN, SPH

• $7 million
• Goals:

– Fund and coordinate evaluations of state health reform
– Identify and fill gaps on research to identify what works 

and why
– Organize and disseminate findings in a manner that is 

meaningful and user-friendly  
– Inform state and national policy on health care access 

and coverage
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Drivers of State Health Reform Activity

• Increasing number of uninsured
– Drop in employer-sponsored coverage
– Kids impact moderated by SCHIP
– No safety net for adults

• Increasing number of underinsured
– Higher out-of-pocket costs

• Positive state revenue climate 
• Lack of National efforts for Reform

– Iraq, immigration, etc dominating Congress
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Drop in Employer-Sponsored Coverage (U.S.)

63.0%

59.5%

50%

55%

60%

65%

70%

2000 2005
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in the United States: 2005.
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Increase in Public Programs for Kids
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Source:  Quarterly Summary of State and Local Government Tax Revenue, U. S Census Bureau.
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Public Sector 
Initiatives

Employer-
Based 

Initiatives

Insurance 
Reform 

Framework for Reform 

Comprehensive Reform Typically Includes All Components
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Public Sector 
Initiatives

Employer-
Based 

Initiatives

Insurance
Reform 

Tax credits

HIFA expansion 
waivers

SCHIP 
premium 
assistance

Small 
employer 

purchasing 
pools

Framework for Reform 
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Public Program Initiatives

Primarily Medicaid/SCHIP
Goals: Increase coverage for low-income children 

and adults; reduce costs to states; reduce costs to 
low-income individuals; maximize federal 
financial participation.

Examples:  Expanded eligibility; reduced benefit 
products (e.g. primary care only); premium 
subsidies to purchase private indv or employer-
sponsored insurance;  public program buy-in for 
higher income; universal coverage for kids

States:  Primary Tool; Greatest Opportunity to 
Increase Access…Many States, primary focus on 
Kids
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Employer-Based Initiatives

Goals: Stop the erosion in employer-sponsored 
insurance; reduce premium costs to small 
employers; reduce premium costs to low-income 
employees

Examples:  Purchasing pools; reinsurance; public 
program premium subsidies; three-share 
programs; buy-in to state employee pool; public 
program premium subsidies to employers

States:  NY, NM, OK, WV

14

Insurance Initiatives

Goal: Reduce premiums to individuals and small 
employers 

Examples: rate bands; community rating; tax credits; 
defined contribution plans; premium and 
expenditures caps/targets; reduced benefit 
products; young-adult initiatives to remain on 
parents plan; subsidizing premiums in high risk 
pool; individual mandate; pooling indv and small 
group markets; connectors/exchange

States:  NJ, NY, MA, AR
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States Are in Different Phases of  
Reform Process

Illinois (kids)

Maine
Massachusetts
PA (kids)

Vermont
WI (kids)

California
Oregon
WI

Colorado
Minnesota
Illinois (all)
New Jersey
New Mexico
PA (all)
WI (all)

Post –
Implementation

Legislation 
Passed/ 

Implementation

Legislation 
Introduced

In
Discussion
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Potential to
Receive High-
Quality Health 
Care

Receive 
High-Quality 
Health Care

1.  Insurance Available

2. Enrolled in Insurance

3. Providers/Services Covered

4.  Informed Choice Available

5. Consistent Source of Primary Care Available

7. High-Quality Care Delivered

6. Referral Services Accessible

JAMA 284 (16). October 25, 2000. :2100-2107

Reminder:  Insurance is just one 
component of Access

Eisenberg’s Voltage Drops
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Some Terminology

• Universal Coverage
• Mandates
• ERISA
• Affordability
• Connector/Exchange

18

Universal Coverage

• Most states define universal coverage as health insurance 
coverage for all residents
– Or universal access to coverage 
– Or universal access to affordable Coverage

• Many states use a defined threshold :
– Massachusetts: 95% 
– Minnesota: 96%  (Minnesota Statute 62Q.165)
– Vermont: 96%

• Other states define target population
– Rhode Island:100% of citizens under 65 years of age
– Universal coverage for kids (<18 years of age)
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Mandates

State law requiring offer or purchase of health insurance:

• Employer Mandate to offer Coverage
– Hawaii is the only state with employer mandate
– Hawaii is the only state with official ERISA exemption
– ERISA is key obstacle (see next slide)

• Individual Mandate
– MA first state to require all citizens to have coverage
– Kids are not included
– Tax penalty for not having certified coverage

Personal Responsibility
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• Employee Retirement and Income Security Act (1974)
– Provided options for employers to self-fund health benefits
Supersedes any states laws that relate to employee benefit plans
– No STATE AUTHORITY

• Company assumes all the costs (risks) associated with the 
provision of health services

• Pays claims out of assets
• Administered by Third Party Administrator

Key State Reform Barrier:  ERISA

60% of MN
privately insured market

Source:  Health Economics Program, MDH
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Affordability

- Is an affordable policy an adequate one?
- Is catastrophic coverage adequate when it 

might be the most affordable?
- Should affordability address premiums only or 

premiums and out-of-pocket spending?  
- Should affordability differ for different levels 

of income? E.g. no one should spend more than 
10% of income on health care or for those with 
chronic conditions?

How do you define 
affordable coverage?
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Insurance Connector/Exchanges

– A purchasing mechanism connecting individuals and 
employers with affordable insurance products

– Target small businesses and individuals
– Goals:

• Simplify administrative functions for employers
• Pool risk over a broader group 
• Insurance coverage is portable across jobs
• Allows individuals working multiple jobs to pool 

employer contributions to purchase one plan
• If paired with a Section 125 or “cafeteria plan” can 

purchase coverage with tax free dollars
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Non-offered
Individuals

Small
Businesses

Sole
Proprietors

Non-working
Individuals

Blue Cross
Blue Shield

FallonHarvard Pilgrim

Insurance Connector

MA Connector

New Entrants

MMCOs
Tufts NHP

Insurance Plans

Uninsured
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State Reform Examples

• Comprehensive Reform
-Maine, Massachusetts, Vermont

• Universal Coverage for Kids
– Illinois, Pennsylvania

• Employer Purchasing Strategies
– West VA, New Mexico

• Comprehensive Under Discussion
Wisconsin Reform Proposals
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Maine Dirigo Health

First Comprehensive Reform – ‘03; Universal coverage by ‘09 
1. DirigoChoice Health Insurance Product

- Small employers access to subsidized health insurance 
through one large private insurer – Anthem

- Sliding scale subsidies for enrollees below 300% FPL
2. Cost Containment and Quality

- Rate regulation in small group market
- Voluntary caps on cost and operating margins of 

insurers, hospitals and practitioners
- Global budget for capital improvements
- Creation of Maine Quality Forum
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Maine Dirigo Health

3. Financing
- “Savings offset payment” – recovery of reductions in 

charity care and voluntary savings targets from 
insurance carriers and TPAs 

- 1.85-2.41% of paid claims
- Employer and individual contributions
- General Fund
- Federal match for Medicaid/SCHIP premium 

subsidies for eligible who buy-in to DirigoHealth 
Choice 
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27 Source:  AcademyHealth State Coverage Initiatives, Sept 2006
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Update Maine Dirigo Health

Enrollment
- 10,700 people have enrolled in DirigoChoice 
- 2,300 small businesses, 
- 5,100 MaineCare parents (eligible due to income and lack 

of access to health insurance coverage)

Offset Payment Assessment 
- $43.7 million (yr1); $34.3 million (yr2)
- Assessments upheld by Supreme Court-June 2007

Challenges
- Low take-up rates
– Large populations of rural, poor, self-employed
– Higher than expected claims due to “pent-up demand”
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Massachusetts Commonwealth Care 

• Passed in ’06; covering all 95% by ‘09
• Policy components focus on access and cost of 

coverage
– Individual mandate
– Employer requirement for fair contribution
– Creation of Health Insurance Connector
– Subsidies for low-income uninsured
– Insurance market reform to reduce premiums
– Financing strategies that include state, federal employer 

and individual support 
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Individual Mandate

• All adults must purchase health insurance 
• Policy number recorded on annual tax forms
• Premium subsidies for lower-income (<300%) 
• Penalty 

– loss of personal exemption on income taxes 
– fine equaling 50% of the monthly cost of health 

insurance for each month without insurance

• Does not include children
• Focus on Individual Responsibility
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Employer Responsibility

• Fair Share Assessment (>10 workers)
– Provide coverage or pay an assessment
– Up to $295 annually per employee

• Free Rider Surcharge (>10 workers)
– Employers w/uninsured workers using excessive use 

charity care

• All employers must offer a Section 125 “cafeteria 
plan” that permits workers to purchase health care 
with pre-tax dollars or face 

32

Financing

Source: http://www.bcbsmafoundation.org/foundationroot/en_US/documents/MassHCReformHighlights.pdf

$385 million
Federal match

Used to pay for 
Uncompensated

Care pool



17

33

Redeploying Existing Funding Makes the 
Program Financially Sustainable

Ratio of Premium Assistance to “Free Care” – FY06-09
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Source: MA Presentation to AHIP 2006 Annual Meeting,  6-8-06
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Update Massachusetts Health Reform

• 130,000 people enrolled (1/3 of uninsured)

• Concern about sustainability of $1.6 billion annual cost

• Concern about insurance products not “affordable” due to 
high deductibles

• If the young and healthy don’t comply with mandate the 
state could face higher than expected uncompensated 
care costs

• Despite a significant advertising campaign, many 
residents are unaware of the mandate
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Vermont Catamount Health

• Passed in ’06; universal coverage of 96% by ’10

• Catamount Health Product
– New affordable health insurance product for uninsured
– Typical non-group market product with…
– Capped cost sharing and limits on out-of-pocket costs

• Premium Subsidies for Low-Income 
– Sliding scale subsidies <300% FPL
– Additional premium subsidies to indv with access to 

employer-sponsored insurance
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Employer Responsibilities

• Employers pay $365 per FTE annual assessment 
if they don’t offer coverage

• Employers how offer coverage must pay the 
assessment for:
– Workers ineligible to participate in the plan
– Workers who refuse coverage and do not have 

coverage elsewhere
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VT Chronic Care Initiatives

• Public/Private Collaborative
• Goals (1) improve health of those living with 

chronic disease; (2) prevent the increase in 
chronic disease

• Based on “Chronic Care Model”
– Development of statewide database of chronic care 

information
– Patient registry for indv and population-based disease 

management
– Payment for quality
– Other patient/provider initiatives
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VT Reform Financing

• Increase in Tobacco Tax
• 1115 Federal Waiver: “Global Commitment to 

Health”
– VT agrees to cap on Medicaid growth in 

exchange for ability to use funds for health 
investments

• Enrollee Premiums
• Employer Assessments
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Characteristics of States Implementing 
Successful Reform

• High Medicaid eligibility levels before reform and low 
rates of uninsured

• Large commitment of federal money – either through 
matching or disproportionate share 

• Bipartisan support, and political climate of reform

• Evidence of past discussions and prior attempts at reform 

• Grassroots efforts for universal coverage and strong 
advocacy organizations 

• Involvement of various stakeholders in reform     
proposals and design 

Incremental Reform – Covering 
Kids

Universal Coverage for Kids
Illinois, Pennsylvania
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Illinois AllKids 

• Implemented July 1, 2006 
• All Illinois children are eligible

– No upper income limit; all uninsured kids are 
eligible

– Sliding fee scale starting at $40 a month with a 
$10 physician co-pay

• Phase-in of parents up to 185% of FPL 
• Has enrolled over 100,000 kids
• Financed with savings from est. savings from 

adoption of primary care case management     
model
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Pennsylvania Cover All Kids

• Expanded SCHIP from 200% to 300% FPL
• Sliding scale premiums 

– $36 to $57 per child per month
• Families with incomes >300% FPL may buy-in if:

– Coverage has been denied due to a preexisting 
condition, 

– Private insurance premiums are 150 percent higher 
than the state's monthly premium, 

– The cost of insurance exceeds 10 percent of annual 
family income. 

• Premium subsidies for parents who can access private 
insurance but cannot afford the premiums

Other states proposing:  OR, WA, NM, WI
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Focus on Purchasing Strategies for 
Small Employers

New Mexico, West Virginia
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Incremental Reform: New Mexico

• State Employer Insurance Program (SEIP), passed in ’05

• Employers, with 50 or fewer employees who had not 
been offered health insurance in at least 12 months can 
buy into the state employee health plan

• Administered by the state but is a separate risk pool, 
funded by employer/employee premiums and includes a 
reinsurance provision

• Enrollment is estimated at 3,000 for first year of 
implementation

• SEIP had general fund start-up but no continued state 
funds
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Incremental Reform: West Virginia

• West Virginia Small Business Plan, passed in ‘04
• Small employers (2 to 50 employees) to use purchasing 

advantage of state employee health plan 
• Participating carriers to access Public Employee health 

plan reimbursement rates, enabling the new small 
business coverage cost to be reduced (20-25% below 
market rates) 

• All groups assume equal responsibility in providing 
affordable health insurance to uninsured employees and 
employers are responsible for at least 50 percent of the 
premium

• As of 2005; 500 individuals representing approximately 
100 small businesses were enrolled
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Wisconsin Health Reform Discussion 

1.  Wisconsin Health Care Partnership Plan

2.  Wisconsin Health Plan

Both currently under discussion and call for 
comprehensive reform 
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Wisconsin Health Care Partnership Plan  (1) 

• All employees in public and private sector covered 
under one comprehensive health care plan 
administered by private insurance plan 
– Unemployed, self-employed and early retirees could buy 

in at cost.

• Employers pay a flat fee per employee per month 
(estimated at $340 per employee per month). 

• Employee share will be paid through co-pays and 
deductibles ($300 per year for a single person, 
$600 for a family). 
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Wisconsin Health Care Partnership Plan  (2)

• Requirements for medical home and use of 
primary care to contain costs

• Administrative cost savings 
– Through the use of one plan
– Bulk purchasing of prescription drugs and 

DME
– Capped provider payment rates
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Wisconsin Health Plan (1)

• Resident under age 65 would be eligible.
– BadgerCare and Medicaid clients would be phased in 

at a future date.

• Comprehensive coverage for medical care, hospital care 
and prescription drugs. No copays for preventative 
services.

• Adults would receive a comprehensive high-deductible 
policy for other services, plus a $500 Health Savings 
Account to help meet the deductibles.

50

Wisconsin HealthPlan (2)

• Financing primarily through a new payroll tax 
into a purchasing pool
– Workers: 2% of social security wages
– Employers: 3-12% of total wages

• Employees use to choose among three tiers of 
plans with different levels of deductibles 
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Some Concluding Thoughts
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Financing

• There appears to be new willingness of states to 
think about new fund sources
– Employer Assessments
– Insurer/TPA Assessments (savings offset payments)

• Re-energized efforts to maximize Federal 
Financial Participation 
– Forces states to focus on Medicaid/SCHIP expansions
– But looking for new ways to support employer-

sponsored insurance through premium support
• Sustainability

– General concern of states with recent experience with 
unexpected budget crisis – How to fund new    
programs with stable funding source
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Lessons Learned to Date (1)

• State reform is alive and well
– Many variations on the themes, many 

incremental reform strategies
• There are no free solutions to Access Issues

– Concern for states is sustainability without 
additional federal financial support

• There has been little success in addressing 
the underlying costs of health care 
– Some recent focus on chronic care may hold 

potential

Source:  Adapted from SCI, State of the States, 2007.
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Lessons Learned to Date (2)

• Voluntary purchasing pools for small employers 
are not likely to expand access without additional 
premium subsidies upfront or subsidized 
reinsurance at the back end

• Affordability and adequacy are key issues in 
determining access to WHAT and at WHAT 
COST but also most difficult to reach consensus

• New project – SHARE – will help to assess 
reform and influence both state and national 
policy
– National policy will depend on experience in the states 

on what works and why 
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Federal  DataFederal  Data
(e.g., CPS)(e.g., CPS)

Better Understanding of the Better Understanding of the 
Characteristics of the UninsuredCharacteristics of the Uninsured

STATE DataSTATE Data
(e.g., State Surveys)(e.g., State Surveys)

The SHADAC Vision

Increase Coverage and AccessIncrease Coverage and Access
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SHADAC contact information

www.shadac.org
2221 University Avenue, Suite 345  

Minneapolis Minnesota 55414                              
(612) 624-4802

Principal Investigator: Lynn Blewett, Ph.D. (blewe001@umn.edu)

Research Director: Michael Davern, Ph.D.  (daver004@umn.edu)

Investigator:  Kathleen Call, Ph.D. (callx001@umn.edu)

Center Director:  Kelli Johnson, M.B.A. (johns706@umn.edu)

SHARE Deputy Director:  Elizabeth Lukanen, MPH   (elukanen@umn.edu)


