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Executive Summary 
 

HRSA State Planning Grant activities commenced in late September of 2004 following the 
Notice of Grant Award.  This grant has and is providing North Carolina with an excellent 
opportunity to bring together some of our state’s top public policy experts to work with our 
leading policy makers in developing a plan to cover the uninsured. 

 
Structure: The lead agency for this grant is the North Carolina Department of Health and Human 
Services (NC DHHS).  A steering committee comprised of representatives from the Office of 
Research, Demonstrations, and Rural Health Development (ORDRHD) and the State Center for 
Health Statistics (SCHS) within the NC DHHS; the Department of Insurance (DOI); the Cecil G. 
Sheps Center for Health Services Research at the University of North Carolina at Chapel Hill 
(Sheps Center); and the North Carolina Institute of Medicine (NC IOM) plan and coordinate 
grant activities.  Two contractors are being used to provide support to this effort. One is 
providing actuarial services necessary to cost out potential policy and coverage options, while 
the other conducted focus group research.  

 
Process: The Secretary of the NC DHHS is co-chairing a statewide task force on the uninsured 
under the auspices of the NC IOM. Comprised of our leading policy makers, the goal is to create 
a consensus around a set of policy options to provide additional health coverage options to 
currently uninsured North Carolinians.  Beginning in February of 2005, six meetings have been 
held to date with at least two more planned.   

 
Key Activities: To support our efforts to engage key stakeholders in this deliberative process, the 
following occurred: 
 
1. Extensive quantitative research was conducted, primarily using existing data bases, 

including the Current Population Survey’s Annual Social and Economic Supplement 
(ASEC), the Medical Expenditure Panel Survey (MEPS), and the Behavioral Risk Factor 
Surveillance System (BRFSS).  We supplemented the BRFSS with additional questions 
designed to address additional areas of concern to us.  Data extracted was synthesized 
and used to provide detailed information to the task force for purposes of describing 
characteristics of the uninsured, evaluating trends, and providing analysis for various 
options being discussed.  Additional data analysis will continue as the Task Force 
considers its final recommendations.  Preliminary data is provided in the relevant sections 
of this report. 

2. Focus group research aimed at better understanding individual and employee or employer 
decisions to accept/reject or offer/not offer health insurance was conducted between 
March and May 2005 statewide.  Areas covered provide insight into issues of 
affordability, participation, and ideas on how to expand coverage to the uninsured.  
Findings from these focus groups were conveyed to the Task Force in the summer of 
2005. 

3. Examination of options commenced early on in the Task Force meetings and continues at 
this time. The data presented, results of the focus group research, and discussions at these 
meetings have lead the Task Force toward considering a combination of options, 
including: Medicaid expansion targeted to low-income families, establishment of a high 
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risk pool for uninsurable individuals, and multiple private options to increase the 
availability of  insurance through small businesses. Work is underway to cost out the 
various options under consideration, then select and refine them as final decisions are 
made.      
 

Next Steps: The Task Force is expected to make its final recommendations by the end of 
December 2005. A final report of these will be prepared by the NC IOM in 2006.  The report 
will be presented to the Administration and North Carolina General Assembly and through 
public forums. The Steering Committee is now considering what additional strategies are needed 
as we proceed through the legislative process.  
 
Section 1. Uninsured Individuals and Families 

 
Quantitative Research 

 
As anticipated in our State Planning Grant proposal, data analysis has formed an integral element 
of the process of seeking to expand health insurance coverage in North Carolina.  Quantitative 
data provides important insight into the types of policy options that would be most likely to 
facilitate expanding coverage in a cost-effective manner.  For our analysis, we pulled secondary 
data from a number of existing databases, including the Annual Social and Economic 
Supplement (ASEC) of the Current Population Survey [U.S. Bureaus of the Census and Labor 
Statistics]; the Medical Expenditure Panel Survey (MEPS) [Agency for Healthcare Research and 
Quality]; the North Carolina Hospital Discharge Database [Cecil G. Sheps Center for Health 
Services Research]; and the Behavioral Risk Factor Surveillance System (BRFSS) [North 
Carolina State Center for Health Statistics].  We also contracted with the State Center for Health 
Statistics to include twelve additional survey questions in the 2005 NC BRFSS that were 
specifically designed to elicit information not currently available.   
 
Throughout Sections 1 and 2 below, the source of the raw data from which we extrapolated our 
own conclusions is cited as “ASEC,” “BRFSS,” or “MEPS” although no individual table or 
report provided this information unless noted otherwise.  A citation at the end of the paragraph 
refers to all statistics listed in that paragraph.   
 
Population Characteristics 

 
There were more than 1.4 million uninsured, or almost one out of every five (19.4%) non-elderly 
uninsured in North Carolina in 2003. [ASEC] Between 2000-2003, North Carolina had the 
second largest increase in the numbers of non-elderly people without insurance coverage of any 
state in the country; more than 330,000 people lost coverage during this four-year time period.1 
 

                                                 
1 U.S. Census.  Health Insurance Coverage Status and Type of Coverage by State—Persons Under 65: 1987 to 2003 
(HI6).  Available on the Internet at: http;//www.census.gov/hhes/www/hlthins/historic/hihistt6.html.   (Accessed 
May 17, 2005). 
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Income 
 
People with incomes less than the federal poverty guidelines (FPG) are the most likely to be 
uninsured (Table 1).i  More than 35% of the people living in poverty are uninsured, as compared 
to 9.2% of those with incomes in excess of 300% FPG.  Low income people are less likely to 
have employer based coverage, and more likely to rely on Medicaid as their source of health 
insurance coverage.  [ASEC] 

 
Table 1.  Insurance Coverage by Poverty Status 
 

Insurance 
Type 
(Percent of 
<65) 

<100% 
FPG 
(15%) 

100-200% 
FPG 
(20%) 

200-300% 
FPG 
(17%) 

300% + 
FPG 
(48%) 

Total 
 
(100%) 

Employer 12.7% 30.5% 61.3% 80.8% 57.0% 
Medicaid 36.6% 19.6% 8.2% 2.0% 11.9% 
Medicare 6.6% 6.3% 3.4% 1.4% 3.5% 
Private 8.5% 12.1% 10.8% 6.6% 8.7% 
Uninsured 35.6% 31.6% 16.3% 9.2% 18.9% 
Total 100.0% 100.0% 100.0% 100.0% 100.0% 

  
More than three-fifths (62%) of the non-elderly uninsured have incomes below 200% FPG, 15% 
have incomes between 200-300% FPG and 23% have incomes in excess of 300% FPG. [ASEC] 
 
Age/Sex  
 
Young adults are more likely to be uninsured than either the very young or older adults (Table 
2).  Over thirty percent of 18-34 year olds are uninsured, and less than twenty percent of the 
other age groups lack health insurance.  Nearly half the uninsured are between the ages of 18 and 
34. 

 
Table 2.  Percent of Uninsured by Age 

 

Age Group 
Percent of the 

Uninsured 
0-17 17.5% 
18-24 21.7% 
25-34 26.6% 
35-44 13.8% 
45-54 12.8% 
55-64 6.9% 
65 and Over 0.7% 
 100.0% 

 
Males are more likely to be uninsured (19.5 vs. 15.1% for females) and comprise a larger portion 
of the uninsured (55% of the uninsured). [ASEC] 
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Health Status 
 
The uninsured have lower self-reported health status.  Approximately 42 percent of the non-
elderly uninsured claim good, fair, or poor health status, compared to 29 percent of the non-
elderly insured. [BRFSS]    
 
We used BRFSS data to identify barriers to care for people without health insurance coverage in 
North Carolina.  Uninsured North Carolinians in the most recent BRFSS survey (2004) were 
more likely to report that they had no personal doctor or health care provider (52%) than people 
with insurance (13%), despite the fact that they are less likely to report being in excellent or very 
good health.  They are more than four times more likely to report that there were times in the last 
twelve months when they needed to see a doctor but could not because of the costs (44% 
uninsured vs. 11% for people with insurance) and, similarly, uninsured people with diabetes 
were more likely than those with insurance to report that there were times when they were unable 
to obtain either testing supplies or medicines due to the costs (49% vs. 16% respectively).  
Uninsured women are less likely than insured women to report having ever had a mammogram; 
and of those who had a mammogram, they were less likely to report having a mammogram in the 
last year (45% vs. 70% respectively).  Uninsured adults who were 50 or older were less likely to 
report ever having a colorectal screening (e.g. sigmoidoscopy or colonoscopy), and uninsured 
men were less likely to have ever had a PSA test.  [BRFSS, 2004]    

 
ESI and Work Status 
 
Employer sponsored insurance (ESI) is the primary source of coverage for 58.5% of North 
Carolinians, but this source of coverage is rapidly declining.  There has been a steady decline in 
employer sponsored insurance over the last four years (2000-2003) across the country, but North 
Carolina’s loss of ESI has been more than twice that of the national average.  Nationally, there 
was a 6% decline in ESI (from 67.7% to 63.8%); however, there was more than a 13% decline in 
ESI in North Carolina (from 67.4% to 58.5%). [ASEC]    
 
Most of the uninsured live in a family where a person works full time.  Half (50%) of the 
uninsured live in a family where there is one full-time worker, and 18% live in a family with 2 
full-time workers.  Another 12% live in a family with only-part time workers.  Only 20% of the 
uninsured live in families with no workers. [ASEC]    

 
More than half of all uninsured workers (51.1%) work for small employers, with less than 25 
employees.  Another 13.3% work for medium-size firms (25-99 employees), and 12.6% work for 
larger firms (100-199 employees).  While most of the uninsured work for small firms, almost 
one-fourth (23%) of the uninsured work for very large firms (with more than 1,000 employees).   
[ASEC]     

 
According to CPS data from 2004, North Carolinians are more likely to purchase non-group 
coverage than the national average, with 8.1% of North Carolinians having non-group coverage 
vs. 6.5% in the United States.  [ASEC]      
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Public Insurance Programs     
 
North Carolina’s Medicaid program covered 1,138,352 individuals (July 2005). Of this number, 
412,470 are children, 22,850 are pregnant women, 316,143 are TANF recipients (children and 
caretaker relatives), 26,531 are aged, 217,882 are disabled or blind, 37,878 are under Medicare 
catastrophic care, and 4,598 are either in foster care, are refugees, or have breast and cervical 
cancer.2   NC Health Choice (SCHIP) covers 130,694 children.3     
 
Many eligible people do not enroll in Medicaid. Of the approximately 1.4 million uninsured 
people in North Carolina, an estimated 192,000 are children, 46,000 are uninsured adults with 
dependent children, 13,000 are uninsured pregnant women, and 4,000 are uninsured people with 
disabilities who appear to meet the Medicaid or NC Health Choice income eligibility criteria.4  
Many of these people may be eligible for Medicaid (or NC Health Choice), but have not enrolled 
in the program.  These numbers are probably an overestimate of potential eligibles; but it is safe 
to assume that there are thousands of uninsured individuals who are eligible, but not enrolled.      
 
Racial Disparities    
 
A majority (73%) of uninsured are white, which is similar to their percentage in the general 
population.  Latinos comprise 26% of the uninsured and nonwhite non-Hispanics (about 80 
percent of which are African-American) constitute 27.1% of the uninsured.   While not a 
majority of the uninsured, racial and ethnic minorities are more likely to be uninsured.  More 
than half (58%) of Latinos and 18% of non-white, non-Latino are uninsured, compared to 13% 
of white, non-Latino. [ASEC]     
 
The likelihood of being uninsured varies by nation of birth and citizenship, especially for 
Latinos.  North Carolina Latinos are more likely to be recent immigrants born outside of the 
United States and ineligible for publicly financed health insurance programs.  Latino immigrants 
are more likely to work in industries (such as construction or agriculture) that are generally less 
likely to offer health insurance coverage.  As a result of the combination of lack of public 
coverage and less access to private coverage, they are disproportionately likely to be uninsured. 
Latinos born in the United States are about equally likely to be uninsured as non-white, non-
Latinos (29%); however, Latino citizens born outside the United States are much more likely to 
be uninsured (51%), and those that are non-citizens are most likely to be uninsured (78%).  
[ASEC]     

 
Geographic Factors      

 
The uninsurance rate varies across the state, and is dependent, at least in part, on the county’s 
economic base (major industries and employers), the unemployment rate, and other socio-

                                                 
2 Division of Medical Assistance.   Authorized Medicaid Eligibles by County.  Report Month: July 2005.  Available 
online at: http://www.dhhs.state.nc.us/dma/elig/elig.html (Accessed July, 2005). 
3 Division of Medical Assistance.  Active NC Health Choice Clients by County Reported on WD 7385 – July 2005.  
Available online at: Available online at: http://www.dhhs.state.nc.us/dma/elig/elig.html (Accessed July, 2005). 
4 Holmes M.  Presentation to NC IOM Covering Uninsured Task Force, Apr. 2005.  Based on 2001-03 CPS data. 
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economic factors.  The Cecil G. Sheps Center for Health Services Research at The University of 
North Carolina at Chapel Hill used these factors to develop county level estimates of the 
uninsured.ii  The uninsurance rate varied from a high of 27.0% in Duplin County to a low of 
16.5% in Dare County in 2003.   

 
 The ten counties with the highest percentage of people without insurance coverage 

included: Duplin (27.0%), Sampson (25.1%), Greene (24.9%), Tyrrell (24.7%), 
Montgomery (24.7%), Graham (24.1%), Robeson (24.1%), Bertie (23.6%), Northampton 
(23.6%), and Alleghany (23.5%). 

 
 The ten counties with the lowest percentage of people without insurance coverage 

included: Dare (16.5%), Wake (16.6%), Carteret (17.5%), New Hanover (17.4%), Cabarrus 
(17.5%), Forsyth (17.6%), Gaston (17.7%), Buncombe (17.8%), Guilford (17.8%), and 
Iredell (18.0%). 

 
Based on these data, the Task Force identified two groups that have higher risks of being 
uninsured, and who comprise the majority of people who are uninsured: those with incomes 
below 200% FPG and those who work for small employers (with fewer than 50 employees).   
Trying to identify policy options to expand health insurance coverage to these groups of 
uninsured became the focus of the Task Force’s deliberations. 
 
Qualitative Research    
 
FGI Research, Inc. conducted 15 focus groups between March and May 2005. Five groups were 
comprised of uninsured individuals, eight of the groups were either employers or representatives 
of an employer and two groups were held with insurance agents and brokers. The purpose of 
these groups was to learn how decisions are made by individuals and employers with regard to 
seeking and offering health insurance, and what policy options are favored for expanding 
coverage by each group.     
 
Discussion topics included factors considered in making decisions about take-up or offering 
health insurance, consequences of being uninsured and/or not offering insurance and the 
willingness of both individuals and employers to pay for insurance. We also discussed possible 
trade-offs in lifestyle or benefits to make insurance more affordable. Finally, a number of 
insurance plans were presented to participants and we examined policy preferences.      
 
Focus groups were held across North Carolina, to be geographically diverse.  Sessions lasted 
approximately two hours and were tape recorded for accuracy.  All tapes were transcribed and 
analyzed by an external contractor.  Sample insurance benefit packages were priced by Mercer 
Government Consulting Group and were presented according to benefit package design and cost.   
 
Uninsured individuals were recruited from a random sample of telephone numbers within a 35-
mile radius of the group location. In an effort to gain a fair representation of individuals from 
across the state, groups were held in Beaufort, Cabarrus, Jackson, Robeson and Wake Counties. 
All business representatives were either responsible for managing their company’s health care 
benefits or for making decisions regarding whether or not to offer health insurance to employees.  



8 

Employers and their representatives were recruited from listed business sample of specific sizes 
for each group. Four groups were held with small employers (1-49 employees), two groups with 
medium employers (25-99), and two groups with large employers (100+). Both large and small 
employers were recruited within a 35-mile radius of the group location. The recruitment radius 
was extended to 50 miles for medium size employers in order to obtain sufficient sample size. 
Participants in these groups represented diverse fields, including agriculture, hospitality, 
government and construction.  Agents and brokers were recruited from listed sample within a 35-
mile radius of the group location.  To qualify for participation, health insurance had to be a major 
line of business for their agency and they had to focus on the small group market, the individual 
market or both.     
 
The final focus group report was delivered in mid-August along with final transcripts from the 
focus group sessions.     

 
Affordability    

 
Focus group participants were asked how much they would be willing and able to pay for health 
insurance.  Uninsured individuals generally discussed a price point that ranged from $50 to $150 
out of pocket; however there was no ability to determine what percentage of income these 
estimates represented.     

 
Participation 

 
Focus group participants demonstrated limited knowledge and understanding of public programs 
to assist individuals in accessing health care.  Uninsured individuals who participated in focus 
groups identified high premiums as a barrier to participating in employer sponsored health 
insurance coverage, when such coverage was available.  However, many of the participants did 
not have the option of enrolling in employer-sponsored coverage because they worked for 
companies that did not offer health insurance.      

 
Focus group respondents were mixed on whether they felt health insurance should continue to be 
tied to employment.  While some felt that health insurance should be based in the private sector 
and tied to employment, a number of people thought that there should be greater involvement of 
government in the provision of health insurance.  Several respondents commented that employer-
sponsored insurance is attractive only if the employer makes a significant contribution towards 
the insurance.  In several focus groups, participants discussed the merits of government taking 
over health insurance for the whole population.  Additionally, respondents discussed the 
challenges of obtaining health insurance while unemployed because of high COBRA premiums 
(if even available) and debated the merits of a public benefit program to assist people while they 
are seeking new employment.    
 
Options Discussed 
 
Focus group respondents were generally interested in the concept of subsidies to purchase health 
insurance, though the impact would depend on whether the subsidy was meaningful in making 
health insurance premiums more affordable.   
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Individuals did not express much interest in the idea of tax credits for health insurance purchases.  
However, employers did discuss the concept of tax credits in greater length.  Several respondents 
commented that employers already receive tax relief for the provision of health insurance.  
Employers who are self-insured expressed interest in a state-sponsored reinsurance program to 
help minimize their risk for rare or expensive health problems among their employee pool.   
 
Cost was the primary factor discussed by individuals as a barrier to purchasing health insurance.  
Uninsured individuals commonly talked about getting care in hospitals and clinics despite their 
lack of insurance coverage.  Several respondents commented that they felt they either received 
substandard care, were looked down upon because they did not have insurance coverage, and felt 
confused about the charges that were incurred during their visits.  Numerous respondents 
discussed the need for standardized prices for health care to address the vagueness in charges and 
to eliminate the inflation in charges for people who do not have insurance coverage.  Several 
respondents felt they were paying more for the same services that an insured person receives.    
 
Respondents were mixed on the value of a barebones benefit package, primarily because they did 
not see how an affordable benefit package could provide the coverage they wanted if they were 
to pay out of pocket. 
 
Section 2. Employer Based Coverage 

 
For most of the analyses of employer-sponsored insurance, we used data from the MEPS 
Insurance Component data available online from the MEPS website.5   Because the data can be 
used to identify individual establishments, AHRQ only releases these data in tabular form, thus 
limiting the available analysis.  In order to increase the statistical precision of these estimates, we 
combined the two most recent available years to generate two-year averages.  Because we 
considered employer sponsored insurance earlier this year, the 2003 MEPS data released in 
summer 2005 were not included in the two year averages.  We include the single year 2003 data 
here, but will present two year averages and an explanation of the methodology in the final 
report.    

 
Employer Size  

 
North Carolina small employers (with fewer than 10 employees) are far less likely to offer health 
insurance coverage than other size firms (Table 3).  In North Carolina, only 33.6% of these firms 
offer health insurance, compared to 67.5% of firms with 10-24 employees,79.2% of firms with 
25-99 employees, and more than 90% of larger firms.  (MEPS, Table II.A.2 2003).  In 2003, 
North Carolina employers were about equally likely as other employers across the nation to offer 
health insurance coverage. 

                                                 
5 http://www.meps.ahrq.gov/ 
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Table 3. Small Employers Less Likely to Offer Health Insurance Than Other Size Firms 
 

 Total Less than 10 
employees 

10-24 
employees 

25-99 
employees 

100-999 
employees 

1000 or 
more 

NC 56.5% 33.6% 67.5% 79.2% 99.0% 97.7% 
US 56.2% 35.6% 66.2% 81.0% 93.5% 98.6% 
 
The agriculture, forestry and construction industries (46.8%) and the retail and other services 
sectors (50.1%) are less likely to offer coverage than mining and manufacturing (87.3%) or other 
sectors (67.3%) (Table 4).    (MEPS, Table V.A.2 (2003)). 
 
Table 4. Employers in Certain Industries More Likely to Offer Health Insurance  

 
 Total Agriculture, 

fishing, forestry 
and construction 

Mining & 
manufacturing 

Retail, other 
services and 
unknown 

Professional 
services 

All 
other 

NC 56.5% 46.8% 87.3% 50.1% 57.9% 67.3% 
US 56.2% 41.7% 68.5% 51.3% 61.1% 66.8% 
 
Cost of Policies 
 
In general, North Carolina premiums are relatively comparable to premiums charged nationally.  
On average, premiums for employees were approximately $3,400/year for individual employee 
coverage (2003) or $8,500/year for family coverage (Table 5).  
 
Table 5.  Average Premium Costs Per Enrolled Employee at Private-Sector Establishments 
that Offer Health Insurance (2003, MEPS)    

Average 
Premium 

Total 
(employee 
share) 

< 10 
employees 
(employee 
share) 

10-24 
employees 
(employee 
share) 

25-99 
employees 
(employee 
share) 

100-999 
employees 
(employee 
share) 

1000 or 
more  
(employee 
share) 

<50 
employees 
(employee 
share) 

50+ 
employees
(employee 
share) 

Employee 
Only 

        

NC $3,411 
($541) 

$3,743 
($255*) 

$4,379 
($570*) 

$3,123 
($507) 

$3,733 
($516) 

$3,091 
($601) 

$3,801 
($434) 

$3,293 
($573) 

US $3,481 
($606) 

$3,834 
($476) 

$3,568 
($540) 

$3,470 
($637) 

$3,430 
($607) 

$3,430 
($632) 

$3,623 
($538) 

$3,438 
($627) 

Family 
Coverage 

        

NC $8,463 
($2,359) 

$9,060 
($2,155) 

$10,181 
($3,851) 

$8,447 
($3,637) 

$8,118 
($2,642) 

$8,421 
($2,051) 

$9,384 
($3,333) 

$8,336 
($2,225) 

US $9,249 
($2,283) 

$9,340 
($2,034) 

$9,233 
($2,663) 

$9,375 
($2,920) 

$9,038 
($2,569) 

$9,286 
($2,075) 

$9,321 
($2,494) 

$9,235 
($2,242) 
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*Figure does not meet standards for reliability or precision.  Source:  Agency for Healthcare Quality and 
Research.  Medical Expenditure Panel Survey.  Insurance Component Tables II.C.I., II.C.2., II.D.1, II.D.2 
(2003) 
 
North Carolina employees pay about the same share of premiums for individual coverage as 
nationally, but are generally required to pay more for dependent coverage (Table 6).  This is 
especially true for small employers (with fewer than 50 employees). 

 
Table 6. Average Premium Costs for Employee and Family Coverage 
 

Percent of 
Total 
Premium 
Contributed 
by 
Employee 

Total  < 10 
employees 
 

10-24 
employees
 

25-99 
employees
 

100-999 
employees
 

1000 
or 
more  
 

<50 
employees
 

50+ 
employees
 

Employee 
Only 

        

NC 15.8% 6.8%* 13.0%* 16.2% 13.8% 19.5% 11.4% 17.4% 
US 17.4% 12.4% 15.1% 18.4% 17.7% 18.4% 14.9% 18.2% 
Family 
Coverage 

        

NC 27.9% 23.8% 37.8% 43.1% 32.6% 24.4% 35.5% 26.7% 
US 24.7% 21.8% 28.8% 31.1% 28.4% 22.3% 26.8% 24.3% 

 
*Figure does not meet standards for reliability or precision.  Source:  Agency for Healthcare Quality and 
Research.  Medical Expenditure Panel Survey.  Insurance Component Tables II.C.3,  II.D.3 (2003) 
 
 
Participation of Employees   
 
With the exception of very small employers (under 10), North Carolina employers are about 
equally likely to offer health insurance coverage as their national counterparts.   North Carolina 
employees are about equally likely to be eligible for coverage and be enrolled in coverage than 
other employees nationally.  The problem in North Carolina appears to be concentrated in the 
very smallest employers, who are less likely to offer coverage (Table 7). 
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Table 7. When Insurance Offered, NC Employees More Likely to Enroll 
 

Percent of Employees in Private 
Sector Establishments: 

Total <10 
employees

<50 
employees

50+ 
employees 

That Offer Insurance     

NC 86.6% 38.4% 58.8% 96.9% 

US 86.8% 45.8% 61.6% 96.8% 

Eligible for coverage     

NC 79.0% 88.9% 83.8% 78.0% 

US 78.5% 82.2% 78.5% 78.5% 

Enrolled in coverage      

NC 65.8% 77.8% 65.6% 65.8% 

US 63.0% 65.1% 60.7% 63.5% 

 
Source:  Agency for Healthcare Research and Quality, Medical Expenditure Panel Survey Data (MEPS)-Insurance 
Component.  2003. Tables II.B,2, II.B.2.a, II.B.2.b.   
  
These data shaped the interest of the Task Force to examining employer sponsored health 
insurance in the small employer market.  Task Force members have interpreted the data as 
suggestive that the primary problem is encouraging employers to offer insurance.  Those 
employees that are offered coverage tend to enroll, and the employee’s share of the premium (as 
a percent) tends to be comparable to other benchmarks. The Task Force is attempting to 
formulate policy options that would address this feature of the ESI market. 
 
Qualitative Research 
 
Focus groups, while not a way to gather information that is scientifically representative of the 
population, allow us to gather impressions and ideas from those who attend. The employers who 
came were, for the most part, employers from small firms. These are the ones who are having the 
most difficulty in finding affordable coverage. A common theme among employers was that 
health insurance is an important employee benefit, and to be competitive in their industry, it is 
desirable to offer it. However, increasingly, they are having trouble with the affordability.  
 
Like uninsured individuals, employers discussed cost as the main factor in deciding whether to 
offer health insurance coverage to employees.  Small employers also raised concerns about 
insurance carrier requirements for minimum participation and 50% employer contribution, which 
they felt kept them from offering coverage to any employees because they could not guarantee 
participation among their workforce and could not necessarily afford it.   
 
Most employers described an earnest interest in providing comprehensive benefits to employees, 
but felt they could not afford to do so.  In fact, many employers discussed their recent need to 
scale back benefits or increase cost sharing because of premium increases.  Employers explained 
that increases in premium costs were forcing them to redesign benefit packages, increase cost 
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sharing, and consider eliminating health insurance benefits altogether.  Employers did express 
some interest in tax incentives, though several commented that beneficial tax policies already 
exist for employers to provide health insurance coverage.    

 
Section 3. Healthcare Market Place     

 
The healthcare market place in North Carolina with respect to health insurance is a mix of 
private insurers and State/Federal insurance programs. The private market is composed of 
several large insurance companies, and a number of smaller entities. HMO coverage has been 
steadily declining since 1998.  PPOs are the predominant type of insurance coverage. The public 
market consists primarily of Medicare, Medicaid and Health Choice, and their coverage is 
mostly fee-for-service with some managed care.  Information about the North Carolina 
marketplace was gathered from reports and websites of the private and public programs.     

 
Adequacy     

 
The cost of non-group coverage is more costly than employer-based health insurance.  The 
largest insurer in the non-group market provides insurance to any individual, regardless of health 
status or preexisting conditions.  However, the premium costs vary considerably, depending on 
the person’s age, health status, county of residence, and chosen plan coverage.  For example, the 
premium costs for a comprehensive benefit package ($250 deductible, 80/20 coinsurance) for a 
35 year old man could range from approximately $1,680-$15,600/year, depending on health 
status and residence (Source: www.bcbsnc.com) .  That same policy for a 55 year old man could 
range from $4,200-$36,000/year.  A higher deductible plan with more cost sharing ($1,000 
deductible, 70/30 deductible) would range from approximately $1,320-$12,000/year for a 35 
year old man, or between $2,880-$26,400/year for a 55 year old man.  The premium costs for a 
woman is higher, especially if the woman selects maternity coverage.   
 
Choices of insurance products are available in North Carolina to most group and individual 
subscribers. Those with significant pre-existing health care problems may only have one option, 
that being a BCBSNC product. Though most persons have options, if one defines “adequate” 
products as ones that are affordable, there is evidence from the focus groups that we do not have 
such products in this state. The consensus of the uninsured members of the focus groups was that 
the insurance products available to them, either through an employer’s or an individual product 
were not affordable.   
 
Variation in Benefits    
 
There are literally thousands of configurations of health benefit packages in North Carolina. The 
individual market products maybe more standardized by the insurers, but the group plans, 
particularly the large group and self insured are tailored to the desires of the employer. The most 
prevalent coverage in North Carolina is a preferred provider product. HMO products are less 
popular, and membership is declining annually.    
 
Based on the policy forms that are filed with the Department of Insurance, there is not any 
notable difference in benefits and coverage options available to individuals, small groups and 
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large groups, except for the fact that deductibles tend to be higher, and lifetime maximums lower 
in the nongroup (individual) market than with other group plans.  There are a few mandated 
benefits that apply to large and small group plans (e.g., insurers must offer chemical dependency 
coverage to groups), but for nongroup coverage these are relatively minor.  We do not have 
information about the benefit plans offered under self-funded employers, so we cannot comment 
on how this segment of the health plan market compares to the insured segment.    

 
Self-Insured Firms 

 
In North Carolina, 67.8% of private sector enrollees are enrolled in self insured plans at 
establishments that offer health insurance, compared to 56.1% nationally.  This may be because a 
higher percentage of North Carolina employees work for very large firms with 1,000 or more 
employees (47% of NC private sector employees vs. 45.9% nationally) and employees in these 
firms are more likely to be enrolled in a self insured plan (92.7% in NC vs. 83.2% nationally).  
(MEPS, Tables II.B.1.a and II.B.2(1) (2003)) 

 
The largest of the self insured plans are more likely to be national accounts. That is, these groups 
have a presence in multiple states. If North Carolina is not their headquarters, decisions on health 
care coverage will be made outside of North Carolina. This limits the ability for local policy to 
influence coverage decisions.    

 
State as Purchaser of Health Care     

 
The state covers approximately 15% of the state through Medicaid and NC Health Choice and 
another 7% of the state through the Teachers and State Employees’ Comprehensive Major 
Medical Program (“State Employees Health Plan”).  However, to date, the state has not 
combined the purchasing power of these programs.    

 
Medicaid has helped improve the quality of care provided to Medicaid recipients, with positive 
spill over effects on care provided to the uninsured and other people with insurance coverage.   
Medicaid recipients with certain chronic or high-cost health conditions receive care coordination 
and disease management services through Community Care of North Carolina (CCNC).  CCNC 
consists of community networks of primary care providers, hospitals, departments of social 
services, and health departments that provide disease management and case management 
services to help patients manage chronic or high-cost health conditions.iii  There are currently 14 
regional networks covering 650,000 Medicaid recipients in 92 of 100 counties, and the program 
is expected to be expanded statewide by December 2005.  The initial results of this initiative 
have been promising, both in terms of improved clinical care and reduced health expenditures.  
As a result, the General Assembly in the 2005 session instructed the Department to expand the 
program to the dual eligibles and to children enrolled in NC Health Choice.  (North Carolina has 
historically operated a separate SCHIP program; the services are provided through the State 
Employees’ Health Plan so have not heretofore been enrolled in CCNC).    
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Evaluation of Safety Net Providers    
 

The NC IOM examined the adequacy and financial viability of North Carolina’s Health Care 
Safety-Net in 2004. The study was able to quantify that only about 25% of the uninsured in the 
state received primary care services from a FQHC, local health department, free clinic, state-
funded rural health clinic, AHEC residency clinic, or other non-profit providing care to the 
uninsured. The report is available at 
<http://www.nciom.org/projects/SafetyNet/safetynetreport.html>.  The information from the 
Safety-Net Task Force was shared with the Task Force on Covering the Uninsured.  Further, 
there was significant overlap of members on both Task Forces, with representatives of different 
safety net organizations serving on the Task Force to explore options to expand health insurance 
coverage.  Key recommendations made to NCDHHS by the Safety-Net Task Force are included 
in the Appendix III.   

 
Consideration of Other States’ Experiences      
 
Staff have synthesized policy options collected from other states and from the SPG national 
meetings, and have presented this information in Task Force meetings.  This information is being 
used in the deliberations about different policy options to expand coverage to the uninsured.  
Specifically, the staff have gathered information on publicly-funded expansion options, high risk 
pools, and public-private partnerships focused on expanding coverage to small employers.    
 
Publicly-funded options:  We are examining what other states have done to expand Medicaid 
coverage to the uninsured, including outreach and simplification (to facilitate enrollment of 
people who are currently eligible), income levels for coverage of children and parents, and 
waivers to develop limited benefit packages.  One of the work groups of the Task Force has used 
this information to identify ways in which North Carolina could increase its outreach and 
simplification activities.  We are also exploring the possibility of designing a limited benefits 
package that could be offered through an 1115 waiver to low-income parents.     
 
High risk pools:  There are currently 34 other states that have high risk pools; North Carolina is 
one of the minority of states that does not yet have a high risk pool.  We have been using 
information from other states to identify policy options that must be addressed in designing a 
similar product for North Carolina (for example, caps on premiums, how the high-risk pool 
would be financed, and premium subsidies for low-income families).  
 
Public-private partnerships for small employers:   The Task Force is considering other states’ 
experiences with public/private partnerships.  Specifically, the Task Force is actively considering 
a North Carolina version of the Healthy New York reinsurance model.  We have also been 
following Kansas’ reinsurance initiative, but it is too early to draw lessons. 

 
The North Carolina General Assembly is actively considering both approaches.  The NC Senate 
considered legislation to develop a Healthy North Carolina reinsurance plan and the House has 
introduced several pieces of legislation to consider a high-risk pool (H180, S534, H1535).  These 
issues will be studied further during the short-session and will be revisited during the 2006 
legislative session.    
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The NC Department of Insurance contacted the National Association of Insurance 
Commissioners to determine if any states had made major revisions to their small group rating 
reform laws in the last few years.  Unfortunately, there were no systematic data about other states 
experiences or changes in small group reform (and specifically, adjusted community rating 
bands).   
 
The Task Force was also interested in other states experiences in developing “pared-down” 
benefit packages; and the flexibility that would be needed to develop mandate-light insurance 
products.   

 
Section 4. Options for Expanding Coverage  
 
Early in the Task Force’s deliberations, we presented a range of policy options for the Task 
Force to consider.   We began meeting in February 2005, and spent the first day presenting 
information on the uninsured (demographics of the uninsured, reasons for lack of coverage, and 
health consequences of being uninsured).  However, by our second meeting (March 2005), we 
began discussing policy options.   Consultants from Mercer presented an overview of private 
options, publicly-funded options and public/private partnerships.  Specifically, they presented 
information on: 
 

 Private sector approaches: managed care, major medical/catastrophic plans, consumer 
directed health plans, limited benefits packages, and purchasing pools. 

 Publicly-funded options:  Medicaid expansions, high-risk pools, and safety-net options.  
 Public-private partnerships: Three-share programs, premium assistance, tax credits, 

reinsurance, and state employee plan buy-in. 
 
More detailed information about some of these approaches was presented in subsequent meetings 
(April, June and July).  The Task Force also heard presentations from consultants about the 
results of focus groups with employers, uninsured individuals and insurance brokers about policy 
preferences (July).   
 
Based on the data of the uninsured in North Carolina, and the focus group results, the Task Force 
focused its work on three primary sets of policy options:  Medicaid expansion, high-risk pools, 
and private options to expand coverage to small employers.  The Task Force is considering, but 
has made no final recommendations regarding, these various public and private options to 
expand health insurance coverage to more uninsured.   
 
Public Options: In terms of public options, the Task Force is considering: 
 
1) Expanding outreach and simplification to encourage Medicaid and NC Health Choice 

(SCHIP) eligible individuals to apply and maintain their coverage.  Data from the Current 
Population Survey suggests that there may be more than 100,000 uninsured individuals 
who currently meet the categorical and income requirements for Medicaid or NC Health 
Choice but are not enrolled.  The Task Force is considering several options to increase 
outreach and enrollment simplification, including but not limited to: increasing the number 
of out-stationed eligibility workers; eliminating the requirement for face-to-face application 
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interview for adult coverage (i.e., for people who are blind or have disabilities and elderly 
people); simplifying the adult application form; eliminating the asset (resource) test for 
low-income parents; expanding the eligibility certification period from six months to 12 
months; and streamlining the recertification process.   

2) Expanding Medicaid to cover more uninsured individuals.  The Task Force is exploring 
Medicaid expansions to cover more children and parents.  Mercer is preparing cost 
estimates for a Medicaid expansion for children (between 200-300% FPG), and for parents 
(37-100% FPG, 100-150% FPG, 150-200% FPG, and 200-300% FPG).  Mercer is 
developing the cost estimates for a full Medicaid expansion (with limited cost sharing), and 
a more limited benefits package.  The Task Force is waiting for the final cost estimates 
before determining the priority recommendation for coverage expansion.     

3) Premium assistance.  The Task Force is discussing the idea of coupling the Medicaid 
expansion with a voluntary premium assistance program.  Eligible individuals would be 
given the option of enrolling in Medicaid, or using Medicaid funds to pay for their 
premiums for employer sponsored or non-group insurance (as long as it was cost effective 
to the state to do so).   

 
There are several factors that work in favor of Medicaid expansion:  1) Leveraging federal funds 
to help pay for the coverage expansion; 2) Strong support for Medicaid among the provider 
community; and 3) Support in the NC General Assembly for Medicaid’s primary care case 
management program (Community Care of North Carolina) that combines disease management 
and case management delivered through community-based networks of care.  The primary 
barriers to Medicaid expansion are the cost and the fear of enacting a new entitlement program 
among state legislators.   

 
High-risk pools:  North Carolina does not currently operate a high-risk pool.  Blue Cross Blue 
Shield of North Carolina does offer non-group coverage on a guarantee issue basis, but they 
charge the individuals up to seven times the standard rate, depending on the person’s health 
status.  The Task Force is exploring the idea of creating a high-risk pool, with capped premiums, 
to enable individuals with preexisting health conditions to purchase health insurance in the non-
group market. 

 
There is already support in the NC General Assembly among some legislators to develop a high-
risk pool, with proponents among their constituency to support this proposal.  The NC 
Department of Insurance has also historically supported the creation of a high-risk pool.  The 
availability of federal funds to underwrite some of the costs of developing a high-risk pool is also 
beneficial.  The major barriers to implementation are the ongoing costs of operating a high-risk 
pool, as well as identifying financial mechanisms.   

 
Private options:  Options for expanding health insurance coverage through the private market 
has been focused on three main strategies:  a Healthy North Carolina Program; studying the 
rating process for small group policies; and encouraging the development of a tiered benefit 
package design that features benefits more limited than are currently available through 
commercial carriers in North Carolina.   
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The first strategy is the idea of a Healthy North Carolina program, closely modeled around 
Healthy New York.  This program would include the offering of a basic health insurance benefit 
package to an eligible population and a state-sponsored reinsurance program.  The Task Force is 
currently discussing ideas for refining a Healthy North Carolina program to more specifically 
address the problem of uninsurance in North Carolina.     

 
Secondly, the Task Force is discussing the current process of rate setting for small group 
policies, how Small Group Reform of the early 1990s may have impacted small group insurance 
in the State, and is discussing the merits of further study of the issue.    

 
Lastly, the Task Force is working with Mercer Government Consulting to design and price out a 
three tiered benefit package, with limited benefits and cost-sharing.  These benefit packages 
would be offered through private commercial insurers.  The Task Force is still working out 
details on the design of these benefit packages and a method for how they might be offered in 
North Carolina.   

 
The Task Force has been meeting in small groups to consider the various policy options, but will 
begin the final deliberations as a larger group in November.  The Task Force expects to complete 
its deliberations by December, and issue a final report in early 2006.    

 
Section 5. Consensus Building Strategy      
 
The North Carolina State Planning Grant project was led by a smaller steering committee 
(Appendix  IV) comprised of the different state agencies involved in the project: the Office of 
Research, Demonstrations, and Rural Health Development (ORDRHD) and the State Center for 
Health Statistics (SCHS) within the North Carolina Department of Health and Human Services 
(NC DHHS); the NC Department of Insurance (NC DOI); the Cecil G. Sheps Center for Health 
Services Research at The University of North Carolina at Chapel Hill (Sheps Center); and the 
NC Institute of Medicine (NC IOM).  NC DHHS provided the overall leadership, direction and 
coordination of activities.  The SCHS collected and analyzed state-level data on insurance 
coverage, ability to access health care and out-of-pocket costs. The NC Department of Insurance 
assisted in identifying policy options to reduce health insurance costs and to expand coverage in 
the private market. The Sheps Center collected and analyzed the existing data on the uninsured 
from the Current Population Survey and Medical Expenditure Panel Survey.  In addition, the 
Sheps Center had a contract with FGI to conduct focus groups of small and large employers, 
insurance agents/brokers and the uninsured to find out more about their willingness to pay, the 
policy options that are most attractive, and the trade-offs that may be reasonable to make health 
insurance coverage more affordable.  The Sheps Center also had a contract with Mercer to 
develop cost-estimates of different cost-containment options as well as different models to 
expand coverage.  The NC Institute of Medicine had primary responsibility for convening a task 
force to study the data on the uninsured, and to develop policy options to expand coverage.     
 
Each of the participating organizations helped identify members to serve on the NC IOM Task 
Force on Covering the Uninsured.  The Task Force was comprised of 55 members, (Appendix V) 
including state and local policy makers (legislators, county commissioners, and representatives 
of state and local agencies), business leaders (small and large employers), health care providers, 
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insurers and agents, consumer groups, community leaders, and representatives of the faith 
community.  The Task Force was led by the Honorable Carmen Hooker Odom, Secretary of the 
NC Department of Health and Human Services, and by Tom Lambeth, retired Executive Director 
of the Z. Smith Reynolds Foundation in North Carolina.  The Governor’s Office participated in 
the steering committee and in each of the Task Force meetings.    
 
After the Task Force makes its recommendations on policy options, we may hold a series of 
policy forums across the state to obtain feedback from the public and key constituencies.  All of 
the information from the Task Force is available on the NC IOM web page: 
http://www.nciom.org/projects/uninsured/uninsured.html.  Issue briefs focusing on specific 
aspects of the uninsured as well as policy options may be developed and distributed widely.  We 
may also meet with the editorial writers of the major media markets to describe the process and 
key findings.     
 
The process of pulling together key governmental, provider and advocacy organization 
representatives into a Task Force setting allows for a thoughtful and deliberative evaluation of 
the problem of lack of health insurance coverage to North Carolinians. This is giving rise to 
practical options that have the best opportunity to result in a substantive set of policy 
recommendations that can be supported by the Task Force member organizations as they are 
carried forward through the legislative process.     
 
Much of what can be achieved will be predicated on the economic recovery of the State.  While 
we were able to maintain Medicaid funding at current levels during the recent legislative session, 
the State’s continuing fiscal health is dependant upon a strengthening economy that will generate 
sufficient revenue to support needed reforms such as those that we will put forward.     
 
Section 6. Lessons Learned     
 
A combination of both quantitative and qualitative research that provides our leadership with the 
best possible information for decision-making is a critical foundation piece.  The data collection 
activities described in previous sections are being used to explain both similarities and 
differences between North Carolina and the US and as accurately as possible focus our attention 
on sub-populations that are adversely affected by lack of insurance.     
 
The process of further data collection and refinement of our analysis is occurring this year. The 
Task Force is now considering a number of different options both public and private. We expect 
the Task Force to request additional data and require more analysis as we drill down to a final set 
of recommendations. Subsequent to this, the baseline we are creating will be a critical resource 
to help address issues and answer questions objectively as we move forward through various 
public forums and legislative committees.     
 
Section 7.  Recommendations to the Federal Government    

 
We will make recommendations in our final report. We, of course, appreciate the opportunity to 
participate as a grantee.     
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APPENDIX I: BASELINE INFORMATION    
 

Please provide the following baseline information about your State (if possible).  Also include 
any additional baseline information especially relevant to your coverage expansion strategies: 

 
Population:   In July 2005, there were an estimated 8,663,674 people in North Carolina.  
(Source:  State Demographics.  NC Office of State Budget and Management.  Project Annual 
County Population Totals: 2005-2009.) 
 
Number and percentage of uninsured (current and trend):  

 

Year 
Number 

Uninsured 
Annual 

Increase
Percent 

Uninsured 
Annual 

Increase 
2000 979,692  13.0%  
2001 1,166,694 19.1% 14.4% 10.6% 
2002 1,367,573 17.2% 16.8% 16.3% 
2003 1,423,649 4.1% 17.3% 3.0% 
2004 1,321,568 -7.2% 15.7% -9.1% 
Trend: 2000-2004  34.9%  20.3% 
Average 1,251,835  15.4%  

 
(All individuals including elderly.  Source: 2001-2005 ASECs) 
 

 
Average age of population:    Average age in 2004 was 35.8. (Source: 2005 ASEC)     

 
Percent of population living in poverty (<100% FPG):     In 2004, 14.7% of the population 
had incomes below 100% of FPG.  (Source: 2005 ASEC.)   

 
Primary industries:  Industries with the most full time workers in 2004 included health and 
education (21%), manufacturing (21%), trade (13%), and construction (11%). The number of 
full-time workers in construction rose 21% from 1999, while the number of full-time workers in 
manufacturing fell 34 percent from 1999.  (Source: 2005 and 2000 ASEC.)     

 
Number and percent of employers offering coverage:    In 2003, 56.5% of employers 
(approximately 100,000 private employers) offered employees health insurance.  (Source: MEPS 
IC 2003, Tables IIA1 and IIA2.)    

 
Number and percent of self-insured firms:  In 2003, 35.1% of employers (approximately 
62,000 private employers) self-insured their employees’ health insurance plans.  (Source: MEPS 
IC 2003, Tables IIA1 and IIA2a.) 
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Payer mix:    
 

Insurance 
Type Number 
Employer 4,452,718
Medicaid 825,999
Medicare 1,124,668
Private 706,536
Uninsured 1,321,568
Total 8,431,489

 
(Source: 2005 ASEC) 
 
Insurance market reforms: North Carolina implemented small group reform in the early 
1990's, including guaranteed availability and renewability and limits on pre-existing 
conditions, and later amended its laws in order to comply with HIPAA.   Guaranteed issue 
requirements are met by carriers offering all or two representative products.  All small group 
carriers are also required to guarantee issue two statutory plans, known as the Basic and Standard 
plans.  The Basic Plan is exempt from most State mandated benefits and it represents only a 
small fraction of the small group market.  The small group market includes self-employed 
individuals, with small group being defined as those with 1 to 50 employees, but guaranteed 
issue for groups of 1 is limited to the Basic and Standard plans.  North Carolina included rating 
restrictions in its small group reforms.  Small group carriers must rate each small group using 
adjusted community rating (adjusted for age and gender of covered person, number of family 
members covered, and geographic location), with the ability to apply rate bands of +/- 20% upon 
initial issue and +/-15% upon renewal.  Small group carriers have the option of participating in a 
small group reinsurance pool, and participating carriers can cede entire groups or individual 
lives; this pool is utilized by only a few carriers.  North Carolina does not have a high-risk pool 
for individuals, or have any other requirements directed at availability.     

 
Eligibility for existing coverage programs (Medicaid/SCHIP/other):    In July, 2005 there 
were 1,138,352 people receiving Medicaid.  They were eligible under the following categories: 
 

 Aged:  26,531 
 Blind:  1,911 
 Disabled: 215,971 
 TANF: 316,143 
 Foster Care: 4,159 
 Pregnant women: 22,850 
 Infants and Children (Poverty-related groups): 412,470 
 Medicare Catastrophic: 37,878 
 Refugees/Aliens: 329 
 Breast/Cervical Cancer: 110 

 
In addition, there were 129,359 children receiving NC Health Choice (SCHIP) in North Carolina 
during July 2005. 
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Analysis of 2001-2003 CPS data suggest, that of the approximately 1.4 million non-elderly 
uninsured in 2003, more than 200,000 may be eligible for Medicaid or NC Health Choice, but 
not enrolled.  This includes:   
 

 192,000 uninsured children 
 46,000 uninsured adults with dependent children 
 13,000 uninsured pregnant women 
 4,000 uninsured people with disabilities 

 
Use of Federal Waivers:   

 
North Carolina does not have an 1115 waiver.  However, the state does operate a number of 
other federal Medicaid waivers, including: 
 

 Family planning waiver.  Initially approved November 5, 2004. 
 Community Care of North Carolina (originally called Access), North Carolina’s 

primary care case management program.  It was initially approved as 1915(b) waiver 
in 1991.  

 Piedmont Cardinal Health Plan.  Mental health managed care waiver.  Initially 
approved as a 1915(b) waiver on October 6, 2004.   

 Community Alternatives Program for Disabled Adults (CAP/DA).  A 1915(c) home 
and community based waiver that was initially approved on September 28, 1998. 

 Community Alternatives Program for Children with Complex Medical Conditions 
(CAP-C).  A 1915(c) home and community based waiver that was initially approved 
on June 30, 2000. 

 Community Alternatives Program for People with Mental Retardation or 
Developmental Disabilities (CAP-MR/DD).  A 1915(c) home and community based 
waiver that was initially approved on March 27, 2001. 

 Community Alternatives Program for People with HIV/AIDS.  A 1915(c) home and 
community based waiver that was initially approved on December 18, 1998. 
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APPENDIX II: LINKS TO RESEARCH FINDINGS AND METHODOLOGIES 
 
All of the presentations made to the NC IOM Task Force and minutes from each of the meetings 
are available on the Internet at:  http://www.nciom.org/projects/uninsured/uninsured.html.     The 
following are a list of documents that are available on this site: 

Data on the Uninsured in NC and Insurance Coverage    

Employer Sponsored Insurance in North Carolina  
Mark Holmes, PhD - June 24, 2005    

The Low Income Uninsured in North Carolina  
Mark Holmes, PhD - April 22, 2005 

The Impact of Premiums and Cost Sharing on Take-up Rates and Use of Services  
Mark Holmes, PhD - April 22, 2005 

Overview of the Uninsured  
Mark Holmes, PhD - February 24, 2005 

The Impact of Being Uninsured on Health Status  
Kevin Schulman, MD, MBA - February 24, 2005 

Policy Options 

Encouraging Responsibility for Health and Wellness  
Barbara Morales Burke, MHA - August 11, 2005 

Focus Group Results  
Kathleen Holladay - July 15, 2005 

Public Options to Expand Health Insurance Coverage  
Pam Silberman, JD, DrPH - July 15, 2005 

Review of Private Insurance Options  
Pam Silberman, JD, DrPH - June 24, 2005 

Actuarial Analysis of Public Insurance Options  
Tim Doyle, FSA, MAAA and Stacey Lampkin, FSA, MAAA - June 24, 2005 

Making Health Care Work in North Carolina: The IEI Reform Agenda  
Michael Sparer, PhD - April 22, 2005 

Public Options to Expand Health Insurance Coverage  
Pam Silberman, JD, DrPH - April 22, 2005 
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Private and Public Private Options to Expand Coverage to the Uninsured  
Pam Silberman, JD, DrPH - April 22, 2005 

Overview of Sources of Health Insurance and Health Care for the Uninsured  
Pam Silberman, JD, DrPH - March 18, 2005 

Different Approaches to Expanding Health Insurance  
Jeff Smith and Stacey Lampkin, FSA, MAAA - March 18, 2005 

Potential Evaluation Criteria  
Pam Silberman, JD, DrPH - March 18, 2005 

State Planning Grant Overview  
Pam Silberman, JD, DrPH - February 24, 2005 

Exploring Pathways to Increasing Coverage: Information Support to the Task Force  
Sandra Greene, DrPH - February 24, 2005 

Healthcare Costs 

Drivers of Rising Healthcare Costs  
Sandra Greene, DrPH - March 18, 2005 
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APPENDIX III: RECOMMENDATIONS OF THE NC IOM HEALTH CARE SAFETY-NET TASK 
FORCE  (PRIORITY RECOMMENDATIONS ARE LISTED IN BOLD) 
  
1. The North Carolina General Assembly should take steps to make health insurance coverage 

more affordable and to expand health insurance coverage to more uninsured individuals.  
(Rec. 2.1) 
 

2. The Office of the Secretary of the NC Department of Health and Human Services should continue 
its efforts to monitor access to behavioral health services for the uninsured and other underserved 
populations.  The Office of the Secretary should examine access to services for both the priority 
(target) populations and for those with less severe behavioral health problems and should seek 
input from a wide variety of stakeholders including, but not limited to, publicly funded local 
management entities, children’s development services agencies, behavioral health providers, 
primary care providers, safety net organizations, and representatives of consumer groups.  (Rec. 
3.1) 
 

3. The Office of the Secretary should work with the NC Pediatric Society, NC Academy of Family 
Physicians, NC Chapter of the American College of Physicians, NC Psychiatric Association, 
other interested professional associations, and NC Area Health Education Centers program to 
examine ways to expand the capacity of primary care providers to address some of the behavioral 
health needs of the uninsured and/or underserved populations.  Information on this initiative 
should be reported to the NC Commission for Mental Health, Developmental Disabilities and 
Substance Abuse Services.   (Rec. 3.2) 
 

4. The NC Office of Research Demonstrations and Rural Health Development (ORDRHD), in 
collaboration with the Cecil G. Sheps Center for Health Services Research at the University 
of North Carolina at Chapel Hill, should assume responsibility for collecting data and 
monitoring the capacity of the safety net on an ongoing basis.   
a) The data should include information on safety net organizations that provide the full 

array of primary care services, as well as those that provide dental, behavioral health, 
preventive services only, or a less comprehensive array of clinical services.  In addition, 
data should be collected on the numbers uninsured who receive services through non-
profit or public dental clinics, pharmacy clinics, or other specialty providers.   

b) Safety net healthcare organizations that receive state funding (through Medicaid, the 
Division of Public Health, or Community Health Grant funds) should be required to 
report information to the ORDRHD on the unduplicated number of and the total 
number of visits (encounters) for uninsured patients who receive comprehensive 
primary care, dental, behavioral health, or other clinical services.  The ORDRHD 
should create a standardized reporting form to ensure that the data are collected 
consistently across healthcare organizations.  Other organizations that do not receive 
any state funding, such as free clinics, should be encouraged to provide similar 
information.   

c) The ORDRHD should share these data with local Community Care of North Carolina 
groups, Healthy Carolinian organizations, local health departments, the NC Association 
of Community Health Centers, the NC Hospital Association, the North Carolina 
Medical Society, the NC Free Clinic Association, the NC Division of Facility Services, 
and local medical societies so that they can use these data to identify areas of unmet 
need.  Similarly, the data should be shared with North Carolina health foundations, to 
help inform their grant making process.   
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d) The ORDRHD should report these data to the Secretary, Governor, General Assembly, 
and NC Association of County Commissioners on a yearly basis to help inform 
policymakers of areas of greatest unmet need.  (Rec. 4.1) 

 
5. The NC Office of Research, Demonstrations and Rural Health Development should take the 

lead in pulling together a statewide collaborative of safety net organizations to develop a 
planning package for communities interested in maintaining or expanding their safety net 
capacity.   
a) The collaborative should include, but not be limited to: the Division of Public Health, 

the NC Community Health Center Association, the NC Hospital Association, the North 
Carolina Medical Society, the NC Free Clinic Association, and the NC Area Health 
Education Centers (AHEC) program.  These groups should collaborate to provide 
technical assistance to communities.  Priority should be given to low-wealth, high-need 
communities to help them develop additional safety net capacity.  Cross-county or 
regional approaches should be considered, particularly for smaller, less-populated, or 
resource poor communities.   

b) The planning package should include information on financial planning, possible 
funding sources, healthcare information systems, record access and confidentiality, 
federal and state laws and regulations affecting the provision of safety net services, and 
the organizational aspects of interagency cooperation with such issues as eligibility 
determination.  Once developed, information about the availability of the planning 
package and technical assistance should be provided to county commissioners, local 
healthcare providers, community collaborations (such as Healthy Carolinians and 
Community Care of North Carolina networks), and other interested non-profit 
organizations.  (Rec. 4.2) 

 
6. The North Carolina Medical Society, local medical societies, free clinics, Project Access models, 

and other community initiatives that encourage private providers to donate their services to the 
uninsured should develop systems to recognize providers for their services.  Recognition should 
be provided at both the local and state levels.  (Rec. 4.3) 
 

7. The NC Free Clinic Association should take the lead in pulling together a group of health 
professionals and safety net organizations, including, but not limited to, the North Carolina 
Medical Society and NC Project Access organizations to identify options to reduce the fear 
of and/or threat of malpractice lawsuits against providers who volunteer their time to serve 
the uninsured without compensation.  At a minimum, the group should examine the existing 
Good Samaritan law to determine if further changes are needed to provide protection to 
physicians and other healthcare professionals who volunteer to provide services to the 
uninsured upon referral from an organized system of care for low-income uninsured.  (Rec. 
4.4) 
 

8. The Office of Research, Demonstrations and Rural Health Development and other safety net 
organizations should create a workgroup to meet with pharmaceutical companies to discuss: 
a) Simplifying and streamlining the Patient Assistance Programs, including the application 

forms, verification requirements, and eligibility requirements; 
b) Creating bulk replenishment programs and other ways the pharmaceutical industry could help 

provide medications to safety net organizations.  
c) Information should be disseminated to safety net organizations and private physician 

practices about the best way to access existing pharmaceutical resources.  (Rec. 5.1) 
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9. The NC General Assembly should support the Health and Wellness Trust Fund’s efforts to 
support and expand prescription assistance programs, including, but not limited to, expanding the 
availability of MARP and medication assistance programs.  (Rec. 5.2) 
 

10. North Carolina private foundations should consider three-year start-up funding at 
$180,000/year to the NC Office of Research, Demonstrations and Rural Health 
Development to create a bulk medication replacement system.  (Rec. 5.3)      

11. The NC Office of Research, Demonstrations and Rural Health Development should explore 
opportunities to expand 340B drug discount prices to low-income patients of other safety net 
organizations.  (Rec. 5.4)    
 

12. The NC General Assembly should enact legislation that clarifies existing state confidentiality 
laws to ensure that safety net providers are allowed to share identifiable health information with 
each other when providing care to the same patients, consistent with applicable federal law.  The 
legislation should include heightened protections for particularly sensitive information, such as 
mental health and communicable disease information.  (Rec. 6.1) 
 

13. The NC Office of Research, Demonstrations and Rural Health Development should collect and 
disseminate descriptions of various models of collaboration and integration found to work well in 
particular communities.  (Rec. 6.2) 
 

14. In addition to healthcare providers, local safety net collaborations should encourage the 
participation of business and industry, colleges and universities, faith-based organizations, social 
service agencies, non-profits, and other interested groups in community collaborations to provide 
care to the uninsured. (Rec. 6.3) 
 

15. North Carolina foundations should help convene a best practices summit of safety net 
organizations that will focus on collaboration and integration.  This summit would help 
local communities identify ways to build and strengthen their capacity to meet the 
healthcare needs of the growing uninsured population, and to reduce barriers to 
interagency collaboration and integration.  Summit participants should include 
representatives of existing safety net organizations at the state and local levels.  One of the 
outgrowths of this summit would be to develop clearer and measurable criteria of 
collaboration to guide future decisions for safety-net program support by public and 
private funding agencies.  (Rec. 6.4) 
 

16. Hospitals should take the lead to develop collaborations with local safety net organizations to 
help ensure that the uninsured have appropriate medical homes and after-hours care for persons 
requiring non-emergent attention.  (Rec. 6.5) 
 

17. The NC Institute of Medicine should create an on-going state-level Safety Net Advisory 
Council that can encourage state-level and local safety net collaborations and can help 
monitor the implementation of the Safety Net Task Force’s recommendations.  The group 
should include the full array of existing safety net organizations, including health 
departments, federally qualified health centers, free clinics, hospitals, medical societies, 
Project Access and Healthy Communities Access Programs, medication assistance 
programs, and other non-profit agencies providing care to the uninsured.  (Rec. 6.6) 
 

18. The NC Department of Health and Human Services, NC Community Health Center 
Association, NC Association of Free Clinics, North Carolina Health Directors Association, 
NC Hospital Association, NC Medical Society, and other safety net organizations should 
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work with the NC congressional delegation to support North Carolina safety net 
organizations.   
a) The NC congressional delegation should oppose any efforts to create a Medicaid block 

grant or otherwise limit the availability of federal Medicaid funds to the states.   
b) In order to ensure that North Carolina receives its fair share of federal funding for 

federally qualified health centers (FQHCs), the NC congressional delegation should 
work to ensure that priority for new FQHC funding should be given to states that have 
higher than average proportions of uninsured, racial disparities, and/or a lower than 
average receipt of federal FQHC funds per low-income person.   

c) The NC congressional delegation should also work to ensure that North Carolina 
receives its fair share of federal State Children’s Health Insurance Program (SCHIP) 
and Ryan White CARE funds, and that Congress continues funding the Special AIDS 
Drug Assistance Program (ADAP) Initiative.  

d) The NC congressional delegation should work to expand the 340B program to include 
free clinics, local health departments, and other non-profit or governmental agencies 
with a mission to serve low-income uninsured patients.  (Rec. 7.1) 

 
19. The NC Health Directors Association should develop a legislative proposal to amend state laws to 

enable local boards of public health to create governance structures that would make them 
eligible to participate in additional federal programs through which funding is available to 
support care for the uninsured.  (Rec. 7.2) 
 

20. The North Carolina health foundations should consider additional funding to meet the capital and 
infrastructure needs of healthcare safety net organizations. (Rec. 7.3) 
 

21. The NC General Assembly should appropriate, on a recurring basis, $6 million to be used 
for federally qualified health centers and those health centers that meet the criteria for 
federally qualified health centers, and $5 million to be used for state-designated rural health 
centers, public health departments, and other non-profit healthcare organizations with a 
mission to serve the uninsured and other medically underserved populations.  The funds 
shall be used to: 
a) Increase access to preventive and primary care services by uninsured or medically 

indigent patients in existing or new health center locations; 
b) Establish health center services in counties where no such services exist;    
c) Expand the Office of Research, Demonstrations and Rural Health Development’s 

Medical Access Program (MAP) to safety net providers who currently receive no 
financial support for indigent care and who are located in high-needs counties;    

d) Create new services or augment existing services provided to uninsured or medically 
indigent patients, including primary care and preventive medical services, dental 
services, pharmacy, and behavioral health;  

e) Increase capacity necessary to serve the uninsured by enhancing or replacing facilities, 
equipment, or technologies; and   

f) Create or augment community collaborations or integrated delivery systems that have 
the capacity to expand health services to the uninsured or medically indigent patients. 

Of the $5 million appropriated to state-designated rural health centers, public health 
departments, and other non-profit healthcare organizations, $140,000 shall be provided to 
the Office of Research, Demonstrations and Rural Health Development to develop planning 
packages for local communities interested in developing safety net programs, provide 
technical assistance, and collect data on the capacity of the existing safety net to meet the 
needs of the uninsured and medically uninsurable.  (Rec. 7.4) 
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22. The NC General Assembly should appropriate $11.35 million in SFY 2005-2006 and $25.95 
million in SFY 2006-2007 to expand the number of school health nurses with the goal of 
fully implementing the school health nurse initiative over the next five years.  (Rec. 7.5) 
 

23. The Division of Medical Assistance should explore different Medicaid payment rules that would 
provide higher reimbursement to FQHCs, FQHC look-alikes, and rural health clinics (RHCs) that 
serve a disproportionately high percentage of uninsured.  New funds should be used to support 
and expand care to the uninsured.  (Rec. 7.6) 
 

24. The Division of Medical Assistance should assure that reimbursement to local health departments 
for Medicaid services will be at actual cost (same as for FQHCs, RHCs, and CHCs).  Rates 
should be adjusted annually to account for the full cost to provide services or the annual cost 
settlement payment should include the full share (county, state, and federal) of Medicaid 
payments.  New funds should be targeted to providing care to the uninsured (comprehensive 
primary care, population-based services, or other more targeted clinical services).  (Rec. 7.7) 
 

25. The NC General Assembly, NC Division of Medical Assistance, and NC State Employees Health 
Plan should consider options to enhance payments to hospitals that serve high proportions of 
uninsured patients or that meet identified health shortage needs by providing other critical health 
services.   
a) Options may include, but are not limited to, increasing Medicaid or other reimbursement to 

achieve this goal or exploring whether Disproportionate Share Hospital-related supplemental 
payments can be used for this purpose.   

b) The General Assembly should appropriate new funds for this purpose. 
c) In distributing new funds, the state should recognize other funds the hospitals receive to serve 

the uninsured. 
New funds should be targeted to expanding care to the uninsured. (Rec. 7.8) 
 

26. The Division of Medical Assistance should explore the possibility of creating a system of “shared 
savings” with regional Community Care of North Carolina (CCNC) networks.  Savings that are 
retained by regional networks should be used to provide similar health services to the uninsured. 
(Rec. 7.9) 
 

27. The NC Division of Medical Assistance (DMA) should ensure that the federal Medicaid spend-
down rules that allow applicants to use the value of healthcare services paid by state and county 
programs in meeting their spend-downs are fully implemented.  In so doing, the DMA should:  
a) Explore which programs are eligible for this deduction, including, but not limited to, DPH 

purchase of care programs, AIDS Drug Assistance Program (ADAP), mental health, and 
MAP programs.   

b) Work with the other state agencies that administer these programs to develop cost of care 
statements, and, ultimately, develop systems to facilitate the exchange of information about 
the value of services provided across programs to simplify the spend-down process for 
applicants. (Rec. 7.10) 
 

28. The Division of Medical Assistance should continue its work to simplify the Medicaid 
application process for parents, people with disabilities, and older adults.  Specifically, the 
Division should:  
a) Create a simplified application form 
b) Extend the length of time for recertification 
c) Explore the possibility of eliminating the assets test for families with children.  (Rec. 7.11) 
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ADDITIONAL FOOTNOTES:   
                                                 
i  The federal poverty guidelines are set annually by the US Department of Health and Human Services, as 
a means of determining eligibility for certain federal programs.  They are based on the federal poverty 
threshold, developed by the US Census.  The federal poverty guidelines vary, by size of the family.  In 
2005, the federal poverty guidelines are: 
 

Family Size 2005 Federal Poverty 
Guidelines (FPG) 

1 $ 9,570 
2 $12,830 
3 $16,090 
4 $19,350 
5 $22,610 
6 $25,870 
7 $29,130 
8 $32,390 
For each additional 
person 

$ 3,260 

 
Source:  2005 HHS Federal Poverty Guidelines.  Available online at: 
http://aspe.hhs.gov/poverty/05poverty.shtml (accessed May 17, 2005). 
ii Holmes M.  County-level Estimates of the Number of Uninsured in North Carolina: 2003 Update.  Cecil 
G. Sheps Center for Health Services Research.  University of North Carolina at Chapel Hill.  Available 
online at: http://www.shepscenter.unc.edu/publications/NorthCarolinaUninsured2003FindingsBrief.pdf 
(Accessed May 23, 2005). 
iii Providers are paid $2.50 per member, per month to manage all of the patient’s care (e.g., be available 24 
hours-a-day, seven days-a-week, 365 days-a-year, coordinate referrals, etc.). Networks receive an 
additional $2.50 per member, per month.  A network of providers improves care by using a team of 
providers to coordinate referrals at the local level, and also by becoming part of the statewide medical 
management team.  
 
 
 


