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Executive Summary

Wisconsin continuesto enjoy one of the lowest rates of uninsurance in the nation. Based on
estimates from the 2000 Wisconsin Family Health Survey (FHS), there were 209,000 state
residents who were uninsured for a continuous period of 12 months or more. Thiswasjust 4%
of the State’ s household residents. A point-in-time measure of the insured and uninsured from
the FHS shows that just 6% (310,000) of Wisconsin household residents were uninsured at a
given point in time during 2000. About 4.8 million residents (94%) had some type of private or
public health insurance coverage.

Wisconsin has made and continues to make significant investments in public programs that
expand access to heath insurance coverage for its citizens. Since July 1999 alone, Wisconsin has
implemented or authorized new public programs that expand eligibility for either comprehensive
or single service coverage to over 275,000 peoplein the State. These programsinclude:

? BadgerCare, Wisconsin's State Children’ s Health Insurance Program (SCHIP) that provides
comprehensive benefits to 89,000 family members, including 61,000 adults (parents) and
28,000 children with family income bel ow 200% of the federal poverty level (FPL).

? Medicaid coverage to uninsured women diagnosed with breast or cervical cancer. This
program expansion authorizes comprehensive h ealth benefits for women who are screened
for breast or cervical cancer through an existing federal breast and cervical cancer-screening
program. It is expected to cover several hundred women.

? SeniorCare, Wisconsin's newly authorized program projected toprovide prescription drug
coverage for over 160,000 seniors with income below 240% FPL, beginning in September,
2001. Seniorswith income above 240% of the federal poverty level can use prescription
drug expenses to “ spend-down” to become eligible.

In addition, the State anticipates federal approval by year’'s end of a pending Section 1115
Medicaid waiver to implement an eligibility expansion for family planning services. The waiver
would expand coverage to an estimated 40,000 women between the ages of 15 and 44 whose
incomeis at or below 185% FPL.

Summary of Grant Activities

Wisconsin is clearly committed to maintaining its low rate of uninsured. Through publicly-
funded health care programs alone, the State invests nearly $4.0 billion annually in h ealth care
benefits for its most vulnerable and low-income citizens. In September 2001, Wisconsin's
combined Medicaid and BadgerCare enrollment reached 534,500, its highest level ever.

Wisconsin further demonstrates this commitment with its high level of employer-based, private
health insurance coverage. Based on the 2000 Wisconsin FHS an estimated 80% (4.1 million) of
Wisconsin residents who do not have Medicare are covered by an employer group insurance plan
(74%) or other privately -purchased coverage (6%). Because of its high rate of employer-based,
private coverage and the fact that a majority of Wisconsin’s uninsured live in households
connected to full-time employment, Wisconsin elected to invest a significant portion of its State
Planning Grant (SPG) funds in research on employer-based health insurance, including:
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? Adding anew question set to the FHS to obtain additional information from Wisconsin
househol ds regarding the relationship between employment and health insurance coverage;

? Theconduct of focus groups and interviews with small employers and low-wage employees
to better understand their perspectives on health insurance coverage;

? Purchasing alarger sample size and conducting detailed analysis of Medical Expenditure
Panel Survey (MEPS) datafor Wisconsin; and

? Receiving technical assistance and assessment services from national experts with regard to
Wisconsin’ stwo existing programs that rely on public-private partnershipsin their approach
to increasing access to health insurance coverage.

These research activities have provided new insights regarding the characteristics of employer-
based coverage in Wisconsin. When offered insurance by their employer, the vast majority
(78%) of Wisconsin employeeswill take that coverage. Among the remaining employed adults
not insured by their own employer, many are insured by a spouse’ s employer, public coverage,
or privately - purchased insurance. Employees of large employers (those with more than 50
employees) are more likely than employees of small employers (those with 50 or fewer
employees) to have insurance through their own employer. Thisislikely due to differencesin
offer rates, eligibility rates and decline rates between the two employer groups.

Employees of small employersarelesslikely to be offered coverage and are less likely to be
eligible for offered coverage than their large employer counterparts. Nearly 79% of employees
who work for large employers are eligible for the insurance offered by their employer, but only
51% of employees who work for small businesses are eligible. Employees of small employers
are also more likely to decline offered coverage. On average, 15% of employees of small
employers decline coverage as compared to 9% large business employees. Thismay be due, in
part, to differencesin contribution rates and premium costs between small and large employers.
While small employers and large employers contribute the same amount, on average, toward
single coverage for their employees, small employers contribute less on average than large
employersfor family coverage. Thislower employer contribution toward family coverage
coupled with higher overall premium costs would result in higher out-of-pocket costs for
employees of small employers.

Preliminary data from the 2001 Wisconsin FHS suggests that |ow-income employees are also
much lesslikely to be offered insurance by their employers. Low-income FHS respondents were
twice as likely (34% compared to 17%) to report that their employer did not offer health care
coverage to them. Decline rates were also higher for lowincome employees, 28% of lowincome
employees reported declining the coverage as compared to 22% of al employees. Similar to
employees of small business, low-income employees may be declining coverage at higher rates
because they are faced with higher out-of-pocket costs than employees, in general. In fact, 1998
MEPS dataillustrates a correlation between wages and health benefit |levels among Wisconsin
employers. The dataindicate that employeesin establishments that pay relatively lower wages
have to contribute significantly more toward their coverage than employees in establishments
that pay higher wages.
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Wisconsin'svery low rate of uninsurance challenges researchers to identify the specific
characteristics of the largest (numerically or proportionally) subsets of uninsured persons among
the small share of uninsured residents statewide. Wisconsin used the FHS to do exactly that in
order to target certain groups for research projects under its SPG program. Among the 209,000
Wisconsin residents who were uninsured for the 12 months prior to the survey, the numerically
largest groups are as follows:

& Individuals with income below 200% FPL (117,000 individuals);

& White, non-Hispanic residents (157,000 individuals);

& Uninsured adults without dependent children (108,000 individuals, 50,000 of whom are
below 200% FPL); and

& Uninsured individuals connected to employment (187,000 individuals).

Certain groups in Wisconsin are disproportionately more likely to be uninsured, including:

Y oung adults ages 18-24 (9% uninsured);

Individuals with income below 200% FPL (9% uninsured);

Adults who were employed part-time (10% uninsured);

Adults who were not employed (8% uninsured);

Members of some minority race and ethnicity groups (7% to 12% uninsured); and
Farm residents (10% uninsured)

RRRKREKRK

To obtain information about certain of the above groups, Wisconsin conducted the following
population-based research activities:

Focus groups with Hmong, Latino and African American residents

Surveys and focus groups with young adults

Surveys of farm families

Analysis of the relationship between health insurance and health care utilization

Redesign of the Family Health Survey to better meet the State’ sinformation needs so asto
inform policy decisions on current and emerging issues

? Ananalysisof health care costs and utilization by Milwaukee County’ s general assistance
medical program participants

NN ) ) N

Through these popul ation -based research projects, it has become evident that the remaining
uninsured groups in Wisconsin each have unique circumstances creating avariety of barriersto
accessing health insurance coverage. The development of effective solutions or approaches for
specific groups of uninsured will require partnerships between state and local governments as
well as private entitiesinvolved in the business of providing health care and insurance coverage.

Policy Options
Wisconsin SPG projects were designed and implemented prior to the Administration’s
introduction of the state b udget bill and simultaneous to the Legislature’ s budget debates. Asa

result, the timing of the grant period was not conduciveto initiating legislative policy discussions
based on research evidence and projectsinitiated through the SPG program. However, although
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Wisconsin has not enacted a program to expand coverage as a direct result of the State Planning
Grant, as previously noted, it has recently made significant gains in expanding accessto
coverage through new programs that have been authorized or implemented by the State over the
course of thelast two years.

Certainly, the SPG research allowed the State to devel oped a more comprehensive understanding
of the remaining uninsured that will serve the State extremely well in the yearsto come as policy
discussions on expanding access to health insurance continue to emerge.

Recommendations for Federal Action

SPG funds were used successfully by Wisconsin to identify the state’ s remaining uninsured
population and to identify remaining barriers to accessing coverage for this population. The
State would like to makes the following recommendations with regard to how the Federal
government could further support states’ effortsto collect data and devel op effective strategies
for expanding access to the remaining uninsured:

?  Wisconsin recommends that the Federal government consider continuing financial support
for States to administer data collection efforts that help States better understand health
insurance coverage issuesin their respective states. The value of having current, state-
specific data that adequately informs policy decisions and debates cannot be overstated.

? Wisconsin recommends that the Federal government invest in research on new health care
cost containment strategies. Efforts aimed at improving access to health care coverage need
to be partnered with efforts to address rising health care costs. As a State and a Nation, we
need to get to the root causes that create the greatest barriersto accessing coverage. We
cannot have increased access unless health care costs are contained.

? Inthe context of current Federal and State budget challenges, it is recommended that the
Federal government focus on assembling the information obtai ned through the various SPG
programs to develop viable strategies for improving access to health care coverage when
adeguate resources again become available. It would not, seemingly, beinthe States’ best
interest to make federal funding available for programs that increase access to health
insurance coverage and to pressure states to find the matching funds at a time when simply
sustaining funds for existing programs will be difficult.
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Wisconsin State Planning Grant
Final Report to the Secretary

SECTION 1. SUMMARY OF FINDINGS:
UNINSURED INDIVIDUALS AND FAMILIES

Using data from the Wisconsin Family Health Survey (FHS), State Planning Grant project staff
were able to identify the population groups with the greatest risk of being uninsured. Various
projects to better understand the availability of insurance coverage for these populations were
undertaken as part of the State Planning Grant. This section provides: (a) data on the
characteristics of the uninsured in Wisconsin; (b) qualitative research findings from focus groups
and surveystargeted to these populations; and (c) asummary of the network of safety net
programs serving the uninsured. Finally, ashort discussion and some data on the problem of
underinsurancein Wisconsin is provided.

Char acteristics of the Uninsured

For calendar year 2000, there were an estimated 209,000 Wisconsin residents who were
uninsured for a continuous period of 12 months or more. Thiswas 4% of all State household
residents. Another 380,000 were uninsured for one to el even months, and also were insured for
some time during the previous year (7% of State residents).

All of the data reported on the characteristics of the uninsured are estimates from recent
Wisconsin Family Health Surveys. This random sample telephone survey isan ongoing project
in the Wisconsin Department of Health and Family Services, providing estimates of health
insurance coverage, health status, health problems, and health care utilization to program
managers and policymakers within the Department and across the State. Additional information
about the FHS design and methodology isin Appendix I11.

Table 1 displays characteristics of the 209,000 Wisconsin residents who had no health insurance
for a continuous 12-month period. Data were collected through telephone interviews during May
through December 2000, so the 12-month period of being uninsured can be any consecutive 12
months starting in May 1999 and ending in December 2000.



Table 1. Characteristicsof People Uninsured for 12 Months, Wisconsin, 2000

DO10029P

Number Percent
Uninsured Uninsured

Total 209,000 4%
Household Income Reported in
1999

L ess than $25,000 102,000 10

$25,000 — 49,999 59,000 4

$50,000 — 74,999 13,000 1

$75,000 or more 7,000 1

Not ascertained 27,000 4
Age Group

Y ounger than 18 years 30,000 2

1824 years 43,000 9

2534 years 42,000 6

3544 years 32,000 4

45-64 years 57,000 5

65 years and older 4,000 1
Gender

Mae 118,000 5

Female 91,000 3
Family Composition

Lives in household that includes at 100,000 4
least one child

Livesin household with no children 108,000 5
present
Health Status (selfreported)

Excdlent 48,000 3

Very good 68,000 4

Good 57,000 6

Fair or Poor 34,000 6
Employment Status (Ages 18-64)

Employed full time 85,000 4

Employed part time 39,000 10

Not employed 48,000 8
Race/Ethnicity

White Non-Hispanic 157,000 3

Black Non-Hispanic 17,000 7

American Indian Non-Hispanic 8,000 11

Hispanic 16,000 12




Number Percent
Uninsured Uninsured

Geographic L ocation

Milwaukee County 44,000 5

All other metropolitan counties 79,000 3

Nonmetropolitan counties 86,000 4
Farm Resident 35,000 10
Poverty Status

Below 200% poverty level 117,000 9

At or above 200% poverty level 72,000 2

Not ascertained 20,000 10

Source: 2000 Family Health Survey, Wisconsin Department of Health and Family Services

Note: The column titled “Percent Uninsured” displays the percentage uninsured in the group identified in
the left-hand column. For example, 10% of all people with household incomes less than $25,000 were
uninsured, while 4% of people with household incomes between $25,000 and $49,999 were uninsured.
Both the number and percent uninsured are estimates, based on sample survey data.

The Wisconsin Family Health Survey asks a series of questions about current health insurance coverage,
followed by one question about coverage over the past year: Thinking about all kinds of private and
government health insurance, including Medicare, Medical Assistance, Badger Care, employer provided
coverage, and insurance that you pay for, were you covered for all 12 months since [date one year ago], or
covered for part of that time, or not covered at all by health insurance since [date one year ago] ? All
persons who were not covered atall are defined as those uninsured for 12 months, and are described in this
table. This measureisroughly comparable to the Current Population Survey measure of persons uninsured
for an entire calendar year.

Race and ethnicity are measured by two questions; results are combined for thistable. The questions are:
Are you Hispanic or Latino? Which one or more of the following is your race: American Indian or Alaska
Native, Asian, Black or African American, Native Hawaiian or other Pacific Islander, or White?
Race/ethnicity estimates are presented only for groups with a sample size of 100 or greater. Employment
status is reported for the time of the survey interview. Poverty status is based on reported household
income for 1999 relative to federal poverty guidelines for size of family unit and annual income.
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The Wisconsin FHS also provides information on the availability of employer-sponsored
insurance. Table 2 provides data on the number and percentage of employed adults ages 18-64
who are offered insurance through their employer and among those the number and percentage
who “take up” the offered coverage.

Table 2. Offer and Take Up of Employer-Sponsored I nsurance
Among Employed Adults Ages 18-64, Wisconsin 2001

Number of Employed Adults Per cent
Total employed adults 2,349,000 100%
Insurance not offered 394,000 17
Insurance offered 1,919,000 82
Taken 1,488,000 64
Declined 431,000 18
Not ascertained 36,000 1

Source: 2001 Family Health Survey, interviews conducted January-June 2001, Wisconsin
Department of Health and Family Services

Calculations using the data shown in Table 2 yield atake-up rate of about 78% among
employees who were offered insurance coverage by their employers. It isworth noting that
substantial proportions of employed adults not insured by their own employer areinsured by a
spouse's employer, by public coverage, or by privately-purchased insurance.

The Family Health Survey also collects information about health insurance coverage at the time
of the suvey interview, for a point-in-time measure of the insured and uninsured. Statewide, an
estimated 310,000 Wisconsin household residents were uninsured at a given point in time during
2000; this was 6% of all residents. About 4.8 million residents (94%) had some type of private
or public health insurance coverage. Thisincluded 3.8 million residents (74%) who were
covered by an employer group insurance plan, and another 318,000 (6%) who had privately -
purchased coverage.

Asillustrated in Table 3, a significant percentage of Wisconsin residents also receive al or a
portion of their health care services through Wisconsin's two major, publicly funded program’ s-
Wisconsin Medicaid and BadgerCare. Together, these programs provide coverageto over 10%

of the State’ spopulation.
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Table3

Medicaid and Badger Care Enrollment

September 2001
Category Description Eligible
Individuals
AFDC AFDC- related Medicaid 145,700
Bajga'care BadgerCareEligibles 88,912
Healthy Start Pregnant women, children under 6 and 117,570
OBRA "90 children
Presumptive Eligibility Pregnant women presumed to be eligible by 334
qualified providers
Family CoverageSubtotal 352,516
SS| Receiving or deemed to be receiving an SSI 99,379
payment
SSI-Related Meet SSI income and asset requirements, 18,754
not receiving SSI
Institutionalized Residing in nursing home or other long term 27,683
careinstitution
Waiver Eligible under a community waiver program 11,514
Elderly & Disabled — Subtotal 157,330
TB-related Hastuberculosisand is eligible for TB 112
related services
Medicare Beneficiaries Medicaid pays only for Medicare 4,984
premiums, copayments, etc.
Foster Care Children in foster care placements 10,300
Subsidized Adoption Medicaid coverage is part of the adoption 9,168
contract
Miscellaneous Miscellaneous 85
Other Cover age Subtotal 24,649
TOTAL 534,495

Source: Medicaid Management Information System, September Eligibility Reports.

Key Population Groups of Wisconsin’'s Uninsured

Several groups stand out in importance rel ative to development of policy and programs for the
uninsured. Among the 209,000 Wisconsin residents who were uninsured for the 12 months prior
tothe survey, the numerically largest groupsare asfollows:;

? Individuals with income below 200% FPL (117,000 individuals);

? White, non-Hispanic residents (157,000 individuals);

? Uninsured adults without dependent children (108,000 individuals-50,000 of whom
are below 200% FPL); and

? Uninsured individuals connected to full time employment (187,000 total individuals-
124,000 employed adults and 63,000 who live in a household with an employed

adult).

DO10029P
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Certain groupsin Wisconsin are disproportionately more likely to be uninsured; that is, their

uninsured rate is higher than the statewide popul ation rate of 4% who were uninsured for 12
months. Those more likely to be uninsured include:

Y oung adults ages 18-24 (9% uninsured);

Individuals with income below 200% FPL (9% uninsured);

Adultswho were employed part-time (10% uninsured);

Adults who were not employed (8% uninsured);

Members of some minority race and ethnicity groups (7% to 12% uninsured); and
Farm residents (10% uninsured)

N ) ) ) ) N

Qualitative Research Findings

Under the State Planning Grant, Wisconsin conducted several focus groups, interviews and short

surveyswith the population identified as having rates of uninsurance higher than the statewide
population, including:

? Focuswith minority racial and ethnic groups and 18-24 year olds;

? Focus groups and interviews with low-income employees and small business
employers; and

? Short surveys with 18 to 24 year-olds and farm families.

(More detailed information about these data sourcesis provided in Appendix 111.)

These qualitative projects provided insight into questions such as. How much are low-income
employees willing to contribute towards health care coverage? Why don’t individuals enroll in
public programs for which they are eligible? What are the barriers to coverage for the State’s
minority racia and ethnic groups? Why do 18-24 year olds have such high rates of uninsurance?
How do the uninsured access health care services?

L ow-Income Employees and Affordable Coverage

One would expect that the amount uninsured individuals would be able to contribute towards
health insurance would depend on factors such as their age, income, health condition, family
status, and work status. 1n focus groups conducted with low- to modest-wage employees, these
employees raised the issue of affordability in terms of what they, as well as their small employer,
could reasonably contribute towards their health insurance premium. Most employees stated that
the reason why their small employer does not offer coverage is because the employer is unable to
afford it. Employees are acutely aware of the extent to which heal th insurance premiums have
risen, and that this ongoing increase makes it very difficult for their employer to offer any
coverage options to employees. Given this awareness, employees generally expect to contribute
to their health insurance premium, although the amount that they were willing to pay for
coverage differed by their part- or full-time work status, as well as age, income, health status and
family status.
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Full -time employees indicated they could afford to contribute $40 to $75 per month towards their
health insurance premium for single coverage. The range was wider in terms of what they
indicated they could pay for family coverage at $100 to $150 per month. The amount that part-
time employees said they could afford to pay was proportionally lower, ranging between $30 to
$40 per month for single coverage and $75 to $100 for family coverage. The upper and lower
limits of these ranges were influenced by the employee’ swage level and whether ’he had a
spouse or partner contributing to household expenses.

Focus groups with small employers provided similar results. The employers participating in the
focus groups generally thought that their low-wage employees would be able to contribute $40 to
$100 per month towards health care coverage. A few employersthought their employees,
particularly their older employees, could contribute more, with some saying between $100 and
$200 per month. The employers were in general agreement that their younger employees,
particularly those that did not value cov erage, would be willing to pay very little, approximately
$10 to $20 per month.

In other focus groups conducted with 18 to 24 year-olds residing in Dane County, the
participant’ swillingness to pay for health insurance varied substantially. The variation was
influenced largely by the type of employment held by participants and their views about their
future job possibilities. Participants who currently worked in fast food restaurants for example,
and who did not see opportunities for advancement or for alternative career choices, indicated a
much lower willingnessto pay.

Parti cipants were asked to describe the type of health insurance coverage they would like to have
and how much they would be willing to pay to get that coverage. Participantswere not asked to
distinguish between single and family coverage, athough most participants were single. Across
all three focus groups with this population, about half of the participants were willing to pay
between $0 and $100 per month for health insurance, and the remaining half indicated they were
willing to pay between $100 and $175 per month. The average across all three groups was $85
per month. Over half of the participantsindicated they would like dental coverage, about one-
fourth indicated they would like vision coverage and several also indicated they would like
coverage for prescription drugs.

The amounts expressed by the 18 to 24 year-old participants are higher than those expressed by
low-wage employees. One reason for this may be that the 18 to 24 year-old were recruited based
on their previous emergency room or urgent care usage. Indeed, many of these participants had
accrued large health care bills. Two of the groups were specifically asked about their medical
debt. About half indicated that they had debt of $4,000 or more, with an average across the two
groups of $5,000.
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L ow-Income Employee’ s Experience with Employer-Sponsored Coverage

When asked in focus groups about their previous experience with employer-sponsored coverage
for which they were eligible, employeesrelated very different experiences with employer
contribution levels, provider choice and access. The employeesindicated that while some of
their previous employers paid most of the monthly premium, just as many contributed |ess than
50% towards the monthly premium.

Employees were more likely to take up coverage if their employer paid amajority of the
premium cost. While some employeesindicated that they were willing to pay for over half their
premium if they or their family members needed coverage, employees with children were
generally more inclined to take up coverage in this situation.. Most indicated that they would
decline coverage where the employer paid less than 50% because it was too expensive relative to
their immediate health needs.

Uninsured employees also reported being less willing to take up employer-sponsored coverage if
their choice of health plans or provider panelswas limited. In some cases small firms provide
coverage through a single plan which, in some parts of the State, translatesto accessto only a
handful of doctors. Employees preferred to stay with providers who were familiar with their
medical history and family history and would like the flexibility to choose a plan that includes
physicians they know.

Working parents in particular wanted to stay with pediatricians that they and their child like and
trust. Some employees went as far to say that they would be willing pay more for an expanded

choice of physicians. In this context, afew employees also pointed out the importance of
employers also offering their employees access to dental and vision coverage.

Employee's Preference for Employer-Sponsored | nsurance

A majority of uninsured |low-wage employees reported during focus groups that they would
prefer to receive coverage through their employers rather than through a public program or on
their own. Infact, many employees believe health benefits are an integral part of their total
compensation and that their employer bearsasignificant responsibility in providing health
benefit options.

Nearly al the full-time employees reported health insurance coverage aleading factor in
selecting and staying with their employer. They viewed employers’ decision to offer coverage as
a synbol of whether the employer respects and values its employees. In turn, many said their
decision to stay with their employer for ayear or more hinges on if the employer eventually
decidesto offer coverage. Several indicated that their co-employees had left their current
employer specifically because he or she did not offer health coverage.
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One of the frequently cited advantages of employer-sponsored coverage is the expert
intermediary role that employers and brokers assume when employees have questionsor
problems with their coverage. Employeesidentified this role as one of the real benefits of
employer-sponsored coverage and placed a high priority on having aliaison with the knowledge
and the time to intervene on their behalf with the insurance carrier.

I had a problem where | went to the emergency room, and it was not a life-threatening

problem but | twisted my ankle. Four weeks later | get thisbill and they said they’ re not

going to pay anything | didn’'t get pre-approval for. And then | called my agent from

work and he said fax me the bill and the next day he called and said it was taken care of .
- Full-time employee, Milwaukee, WI

In most cases, their direct phone interactions with insurance carriers had been negative.
Employees emphasized the need for resources and expertise through their employer to help them
navigate what they perceive as a complicated and changing health care system. In general,
obtaining health coverage through an employer was aso perceived as being lower cost relaive to
other private sources, and in some cases, even public coverage.

L ow-Income Employees Views on Individual Tax Credit Proposal

Focus group participants who were asked to consider the merits of the Bush Administration
proposal that would provide anindividual tax credit for the purchase of health insurance.

Most participantsin focus groups were vocal about their skepticism and dislike of the individual
tax credit. They indicated that the proposed $1,000 for single coverage and $2,000* for family
coverage credit amount was not nearly enough to cover the cost of coveragein the individual
market. One employee indicated that he thought the tax credit proposal would likely end up
costing more to administer than it would actually provide in medical services.

Employees al so discerned that under this proposal, they would have to navigate provider
networks and administrative issues on their own. Aswe previously discussed, employees want
an intermediary. They were also clear about needing to receive the tax credit monthly in order to
meet a budget, rather than once ayear. Several other participants voiced serious concerns about
the potential for fraud where people would use the credit for purposes other than health
insurance. They were concerned about how the credit would be adequately monitored and feared
their tax dollars may be fraudulently used by others.

Overall, the employees indicated that they were not likely to utilize the individual tax credit
because they found the overall concept confusing and added that unless the amount significantly
defrayed the premium cost that it would not really address the needs of uninsured employees. As
one full-time employee said, “I think in the end, it sounds wonderful on paper, but are people
really going to doit? If the rubber hitsthe road and they either can’t get coverage or the cost is
too high, people will decideto gamble.”
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For these reasons, many participants found the concept of employment-based coverage through a
purchasing pool to be comparatively more appealing. From their point of view, a purchasing

pool had anumber of advantages:

? They expected lower costs for them through group purchasing;

? Thepool would provide an expert entity intervene on their behalf if they have
questions or problems;

? Purchasing pools offer some choice of plan rather than being limited to what their
employer selects.

A few Milwaukee employees were uncomfortable with receiving any type of subsidy, even if it
were coordinated through their employer because it was perceived to be agovernment program.
These employees had previous negative experiences with receiving public benefits and were
reluctant to re-enter the “public” system. However, while some employees were uncomfortable
with receiving a subsidy, most reported that they would accept the subsidy rather than remain
uninsured.

Barriersto Access -Views of Minority Ethnic and Racial Groups

Focus groups conducted in Dane County with Latino, Hmong and African American
individuals provided additional and important insights into the barriers that prevent the purchase

of health insurance among certain minority ethnic and racial groups.
Uninsured Latino Participants

Language is asignificant barrier to obtaining health insurance for the Latino participants.
Participants identified alack of information about health insurance and indicated that little
information is provided in Spanish, and when it is provided it is very difficult to understand.

In general, participants reported some confusion about how the health insurance system worksin
the United States. For example, some participants were not sure whether employers were
required to offer health insurance and what they were required to provide. Othersindicated that
it was difficult to understand the benefits under different insurance policies. Still others
experienced difficulty understanding billing systems.

Despite these barriers, participants expressed a desire to learn about health insurance. Most

participants felt that interpreters provided avaluale service. In addition, some suggested the
need for workshops where health insurance representatives could come and talk about insurance

options. Others suggested that a tel ephone hotline staffed with Spanish -speaking individuals
who could answer questions about health care and health insurance would be useful.

In addition to language barriers and alack of information, some participantsindicated that their
immigration status prohibited them from obtaining health insurance. Participants expressed fear

of being fired from their jobs and concern that if they signed up for health insurance, they would
be reported as undocumented.
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All participantsindicated they would be willing to pay for health insurance. In general,
participants did not expect health care or insurance to be free. Asone participant said when
discussing the cost of care, “Not free because we are all aware that things cost money and the
doctors need to have their incomein order to survive.” However, many expressed the opinion
that there waslittle value in having insurance that does not cover all or most of the costs of care.
For example, one woman indicated that her husband’ s insurance covered only $30 of a$210 hill
for xrays. Shefelt that it was not worth having to pay a premium each month if she still would
have to pay for alarge portion of the cost of her care.

A few participants had been offered insurance through an employer but turned down the
insurance because the coverage appeared to be minimal relative to their premium costs. In
referring to her husband’ s employer-sponsored insurance, one woman summed up her feelings,
“He was going to have a deduction [from salary] of $60, and then | have to pay $20 for each
appointment and on top of that extra expenses. Then what’ s the benefit of having insurance?’

Uninsured African American Participants

The six African American participantsin the focus group did not indicate that either race or
culture was a barrier to accessing health care or health insurance. Instead they identified cost as
the primary barrier to obtaining health insurance. All participants indicated that they wanted
insurance for themselves and their children. As one African American woman stated, “You
would have a safety net. It’'s peace of mind.” However, participants indicated that insurance
was either not available or too expensive.

Lacking access to employer-sponsored insurance, some participants sought insurance through the
individual market, these attempts generally were unsuccessful. For example, one participant said
that initial price quotes were low, but when it came time to purchase the insurance, premiums
were much higher than theinitial quotes.

African American participants did not seem to feel that a special phone line or additional
workshops were needed because they did not have difficulty knowing where to seek health
insurance. All felt that peoplein general were aware of health insurance, but simply could not
afford it.

Insured Latino Participants

The Latino participants who had health insurance felt that it is very important to have health
insurancein the United States. Like the uninsured participants, insured Latino residents value
the security of health insurance. One insured participant expressed that her healthisahigh
priority —“... for me, my healthisfirst” - something not expressed by uninsured participants.
Although difficult to assess, it appears that Latino residents who have insurance may have been
in situations where they received more information from their employers and elsewhere
compared to residents who are uninsured. One person explained, “When you apply for ajob,
and if you are accepted, they explain all your benefits, and also medical insurance.” Theinsured
participants did not express concerns about immigration status, but it is not known if any of the
participants were undocumented residents.
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Similar to the uninsured L atino participants, some insured participants expressed confusion about
the health insurance system in the United States. For example, one person wondered if it wasa
requirement that all people have health insurance. Insurance coverage also did not guarantee
access for this group as insured participants indicated some level of difficulty in accessing health
services and using their insurance. Language also appears to be a barrier for this group in terms
of understanding what is covered under their insurance policies, how to use the policy and where
to go for services covered under the policy. Lack of information can have ahigh cost. For
example, one person went to aclinic that was out of the plan network and ended up paying out-
of-pocket for services that otherwise would have been covered under their insurance plan.

Similar to uninsured focus group participants, insured partici pants used interpreters, which
helped to aleviate some confusion. They suggested that a phone line for Spanish-speaking
individuals could help provide information about health insurance. The group generated other
ideas about community-based support, such as workshops to provide general information about
health insurance coverage.

Insured Hmong Participants

Likeall of the other focus group participants, both insured and uninsured, the five Hmong focus
group participants like the security that insurance affords them. Most participants learned about
health insurance through their job or from the State for coverage under the Medicaid and
BadgerCare programs.

Unlike participants in other groups, some Hmong participants indicated that they would not want
to work for an employer that did not offer insurance, even if the employer paid a higher wage.
Thiswas made clear asthey were the only participants that indicated that they prefer to pay for
insurance through payroll deduction. Without it, they stated tha they would likely spend the
money on something other than health insurance coverage.

Cultural and language barriers impact Hmong participants. These participants were the only
focus group participants to express concerns about discrimination. When discussing promptness
of carein the emergency room, one woman stated, “| feel that maybe, like myself, | feel | am
different people so they don’'t acknowledge and work with me.”  Participants expressed some
confusion about having aregular doctor, indicated th ey had difficulty making appointments, and
appeared to wait until they were very sick to go to the doctor.

Hmong participants generally agreed that the biggest problem they faced was the language
barrier. They indicated that even documentstranslated into Hmong were of little use, especialy
for their parents. According to the Office of Refugee Servicesin Wisconsin, the Hmong culture
traditionally placed a heavy emphasis on oral communication as opposed to written language.
Thus, language barriers are often compounded by low literacy levels. Although the Office of
Refugee Services indicates that this appears to be changing for the Hmong community, focus
group participants still expressed concerns for older generations.
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Asaresult, Hmong partici pants have experienced difficulties in completing insurance forms and
understanding billing procedures. Further, as with Latino residents, language issues have

resulted in misunderstandings about covered services. Focus group participants expressed
confusion about why health insurance does not cover all services and medicine, and why there

are co-payments and deductibles. Hmong participants expressed the need for more interpreters
and other servicesto help alleviate these problems.

Access to Health Care forthe Uninsured

Questions about where uninsured individual s receive their health care services were answered in
many of the focus groups. Some uninsured participants indicated that they received care from
local clinics. For example, about onethird of 18 to 24 year-old focus group participants
indicated that they have primary physiciansthey see at areaclinics. They reported having long-
standing relationships with these physicians and in some cases had set up payment plans to pay
for their regular carein the absence of insurance coverage.

Many uninsured focus group participantsindicated that the care they seek and receiveisnot for
primary or preventive services. For example, most participantsin the 18 to 24 year-old focus
groups indicated they did not seek care for routine medical services.

Reasons provided for not seeking such care included:

Did not need care unlessreally sick

Using homeremedies

Cannot afford it

Already have accumulated large health care bills
No insurance

Bad experiences with physicians.

N ) N ) ) N

Some participants did not indicate a reason or simply said that they “just don't” seek such care.

Having insurance does appear to make a difference as to whether a person receives preventive
care services. Participantsin afocus group with insured Latino residents of Dane County
reported having a doctor and receiving annual check-ups, mammograms and other preventive
care services. By comparison, when asked, none of the participants in the focus groups with
uninsured L atino residents indicated they receive these services regularly, if at all.

Emergency Room Utilization

Local providers have raised concerns about high emergency room utilization among the
uninsured. Qualitative research from focus groups with uninsured Latino and African American
residents of Dane County and with uninsured 18 to 24 year-olds in the county provide some
insights into the use of hospitalsfor care.

The uninsured Latino and African American focus group participants indicated that they use the

emergency room even more than local clinicsto access care. None of the Latino residents had
been denied medical care because they were uninsured, but most believed that lack of insurance
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was the biggest barrier preventing them from seeking care through a doctor or clinic. Most
participants expressed a preference for care provided by a doctor or in aclinic instead of going to
the emergency room as many of them indicated they do now.

Compared to the uninsured Latino participants, African American focus group participants were
even more likely to seek medical treatment from the emergency room. While the Latino focus
group participantsindicated a preference for going to community clinicsto obtain care, the
African American participants indicated that the emergency room was preferential because of its
“promptness, efficiency, and quick service.” Attemptsto seek carein aclinic setting were
frustrating dueto difficultiesin scheduling appointments.

Finally, the uninsured 18 to 24 year-old focus group participants also indicated that they seek
treatment in the emergency room. When participants need routine, non-urgent health care, most
use emergency rooms or urgent care clinics at hospitals. The primary reasons for using hospitals
include: being uninsured; being billed later for services; it isless expensive than using clinics;
free prescription drugs (although this policy has changed); better care available than from clinics;
shorter waits and they cannot be denied service.

Some participants, though, expressed disadvantages to using hospital emergency rooms, somein
direct contrast to the above-mentioned advantages. These include: long waits; its more
expensive than clinics; patients see a different doctor each time; lower quality doctors; less
atention; mo re “hassle’; and unnecessary testing.

About one-third of the 18 to 24 year-old participants visited hospital emergency roomsin true
emergency situations such as car accidents, severe pain, emergency surgery or asthma attacks.
Others visited the emergency room for non-life threatening situations such as dehydration,
respiratory infections, strep throat, and migraine headaches. One participant used the hospital
emergency room as her prenatal caregiver during her pregnancy.

Many participantsindicated that they did not plan to pay their emergency room bills.
Participantsin two of the three focus groups with 18 to 24 year-olds were specifically asked how
much medical debt they have. About half of the participantsin these groupsindicated they have
debt of $4,000 or more. The average among the two groups was approximately $5,000.

Family Health Center Participants

In order to better understand the needs of uninsured young adults and farm residents, two short
surveys were targeted to 18-24 year olds and farm families that participate in the Family Health
Center of Marshfield Clinic (FHC). A detailed description of the FHC is provided under “ Safety
Net for the Uninsured and Underinsured”.

A short survey was sent to the 179 members of the FHC who are 18 to 24 years of age. While

the FHC functions like a health insurance program (e.g. participants pay adiding fee premiumin
exchange for health care services), the FHC is afederally funded community health center and

not a health insurance policy. The services covered under FHC are limited and do not include
inpatient hospitalization.
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Thepart-time employment status of many respondents was also a barrier to accessing group
coverage through their employer. About 40% of the young adult respondents indicated that they
were unable to get insurance through their job because they are apart -time employee, they are a
temporary employee, or for some other reason. . In addition, the cost of obtaining health
insurance was identified as a barrier for the young adults responding to the survey. About 67%
of the respondentsindicated that they could not afford other insurance coverage.

About half of the respondents to the survey indicated they would like to have insurance coverage
in addition to their FHC memb ership dueto the limitationsin services under FHC. Respondents
generaly indicated they would like more comprehensive services. Of those who responded that
they would like to have health insurance coverage, 48% indicated that they would like to have
coverage for hospitalization, about 32% indicated they would like to have dental coverage, and
about 19% indicated they would like to have added coverage in general. A few respondents
indicated that they would like to have coverage that extended beyond theMarshfield area,
particularly while enrolled in school. In general, those that did not express interest in additional
coverage reported that they liked the services they received from the FHC and that the FHC
covered all of their current needs

A second short survey conducted under the State Planning Grant was sent to the 68 farm families
who were participating in the FHC at that time. Results, in combination with a separate survey
conducted by the Barron County Health Department, indicate that farmers often pay high
premiumsfor health insurance coverage that has high deductibles and does not cover primary
care services such as annual check-ups. Therefore, the FHC provides important services for
these farm families.

Safety Net for the Uninsured and Underinsured

In addition to having high rates of private coverage through employer-sponsored insurance and
public coverage through the Medicaid and BadgerCare (S-CHIP) programs, Wisconsin hasa
broad network of safety net programs and providers, which providecare individuals without
access to insurance.

In addition to State subsidized programs, the State’ s uninsured and underinsured may receive
care from hospitals with outstanding Hill-Burton obligations and/or with missions that include
the provision of dharity care. The State also has anetwork of clinics providing care on asliding
fee scale, including Community and Migrant Health Centers, Healthcare for the Homeless
programs, Tribal Health Centers, and an FQHC lookalike clinic. Finally, there are sonme
privately administered and funded programs that help low-income uninsured and underinsured
persons receive the health care they need; for example, the Family Health Center of Marshfield
Clinic.

Local health departmentsin Wisconsin are aprimary contact and conduit of information and

referrals for many of these services. Compared to other states, Wisconsin’slocal health
departments have typically been less oriented to direct service provision, although they are an
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important provider of HealthCheck (EPSDT) services, family planning services and targeted
screening services.

The following is a summary of the programs that comprise Wisconsin's safety net system.

Relief Block Grant program

Through the Relief Block Grant program, the State provides funding to countiesthat serve
dependent adults. To qualify for State dollars, a county must provide health care assistance to
dependent persons and may also provide non-medical assistance to dependent persons. Counties
devel op dependency criteriaand may define the scope of health care servicesthat will be
provided by the Relief Block Grant program, but may not use RBG dollarsto provide AODA or
mental health services. Counties may provide services directly or through contractual
arrangementswith providers.

Since 1996, participation in the program is optional for counties, which may use State dollars for
their programs, fund general relief programs solely with local funds, or have no general relief
program. Currently, the State's appropriation to all counties in the State, except Milwaukee
County, is $800,000 per year. Since 1996, approximately 40 counties (not including Milwaukee)
have claimed State funding and have provided services to an average of 2,200 medical recipients
and 1,470 non-medical recipients each year.

General Assistance Medical Program (GAMP)

GAMP is Milwaukee County’s Relief Block Grant program. Like Wisconsin's other 71
counties, Milwaukee County defines dependency and the scope of services provided under its
program, with similar restrictions on funding of AODA services and mental health services.
Unlike other counties, Milwaukee County may fund only medical services. In CY 2000, total
funding for the program was $36 million. GAMP isfunded with State dollars, federal Medicaid
funds, and Milwaukee County tax levy.

GAMP contracts with providersin the community to provide benefitsfor clients. The network
includes al of the hospitals in the community, 15 independent, community -based clinics, with 27
separate service sites acrossthe county, 240 speciaty care providers and 25 pharmacies.

To beeligiblefor GAMP, an individual must reside in Milwaukee County; must not be eligible
for any other public or private coverage; and must meet the program’s income guidelines, which
for CY 2000 was $882 gross monthly income for one person. In addition, individuals may apply
for GAMP only when they are in need of health care services. Once determined eligible for
GAMP, dligibility isretained for six months. In calendar year 2000, GAMP served more than
20,000 individuals, and since 1996, the program has served an average of 19,000 persons
annually. The magjority of those served reside in the City of Milwaukee.

Research under the State Planning Grant included an analysis of the health care costs and

utilization of participantsin GAMP. Inpatient hospital and specialty services constitute the
majority of the GAMP budget, although the program has successfully used primary care services
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provided in community based clinics and sel ective utili zation management techniques to control
and reduce inpatient and outpatient hospital costsin recent years. Program staff have also

worked to educate participants about, and improve access to, preventive services to further
manage program costs. Like thehealth care marketplace generally, GAMP has been

experiencing significant increases in pharmacy costs.

Tribal Relief Block Grant Program

Wisconsin's 11 tribes administer this program for dependent American Indian and Alaska
Nativesliving on tribal land. Thetribes develop dependency criteriaand determine the scope of
health care servicesto be provided. Tribes are prohibited from funding mental health services
with Tribal Relief Block Grant dollars but may fund AODA services. The Tribal Relief Block
Grant is funded with $800,000 of tribal gaming revenues.

Public Health Programs

Wisconsin has anumber of programsthat provide health care screening and services for persons
categorically eligible with specific health care needs. These programs are generally funded with
acombination of federal and State dollars. These programs include:

? Materna and Child Health and Family Planning programs- provides reproductive
health care services, including traditional family planning services

? Women and Infant Children — provides food and nutritional services

? Sexually Transmitted Disease (STD) prevention and services

? HIV/AIDS program - provides access to insurance continuation funding, the AIDS
Drug Reimbursement Program, HIV testing, case management and early intervention
primary care services

?  Wisconsin Well Women Program - provides screening and referral for heart disease,
osteoporosis, mental health, domestic violence, and breast and cervical cancers. In
addition, the State has recently added Medicaid eligibility for uninsured women
diagnosed with breast or cervical cancer through this screening program.

Health Insurance Risk Sharing Program (HIRSP)

The Wisconsin Health Insurance Risk Sharing Program (HIRSP) offers health insurance to
Wisconsin residents who, due to their medical conditions, are unable to find adequate health
insurance coverage in the private market.

Generally to be éigible, a person must be under 65 (persons on HIRSP who reach age 65 may
continue coverage under HIRSP) and must meet one of the following four eligibility criteria:

1 Be¢€ligible for Medicare because of disability;

2 Havetested positive for HIV;

3 Within nine months prior to applying for coverage, have received notice of rejection
or termination of coverage, substantial reduction of coverage, a premium increase of
50% or more, or a quoted premium of 50% above that for a person with standard risk;
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4. Bean“dligibleindividual” and submit avalid certificate of “ creditable coverage”
from his or her previousinsurer.

The HIRSP program currently serves approximately 12,000 Wisconsin residents.
WisconCare

Established in 1985, the WisconCare program funds and arranges health care for under- and
unemployed persons through a network of medical providers. Basic health services, including
routine physician visits, outpatient diagnostic and laboratory, inpatient maternity care and
prescription medications are available to persons who are poor or near poor, but do not qualify
for Medicare or Medicaid. Eligibility isbased on the following criteria:

1 Clientsare not eligible for health care coverage through another program and have no
other health care insurance coverage with outpatient and/or maternity benefits;

2 Clients have agross family income at or below 150% of the federal poverty level
(FPL); and

3 Clients are unemployed or working fewer than 25 hours per week and available for
full-time work.

WisconCareis supported through a combination of State revenues and donated professional
services by providers. Physiciansand other health care providers receive payment only for the
non-labor technical costs of the services they render.

WisconCare currently serves approximately 400 people in 17 of Wisconsin's 72 counties.

Chronic Renal Disease

Established in 1974, the Chronic Renal Disease (CRD) program pays Wisconsin health care

providersfor the treatment of chronic renal disease for certified CRD Program recipients after all
other sources of payment have been exhausted. To be eligible for the program, a person must be:

1 Diagnosed as having chronic renal disease defined as “that stage of renal impairment
which isirreversible and requires aregular course of dialysisor kidney
transplantation to maintain life;”

2 A permanent Wisconsin resident; and

3 Paying Medicare Part B premiums if eligible for Medicare.

The CRD Program currently serves approximately 6,100 people.

Rural Health Clinics, Federally Qualified Health Centers & Community Health Clinics

Rural Health Clinics (RHC) and Federally Qualified Health Centers (FQHC) are federally
designated programs to improve and provide access to health services among the underserved
population. Assuch, RHCsand FQHCs must be situated in medically underserved areas of the

DO10029P -24-



State. Both RHCs and FQHCs are eligible for cost-based reimbursement for furnishing
Medicaid services. FQHCs are obligated under federal law to provide care on adliding fee basis.

Community and Migrant Health Centers (CHC) and Health Care for the Homeless Programs are
automatically eligible for FQHC status by virtue of receiving federal grants under the Public
Health Service Act. In addition, Indian Tribal clinics and urban Indian clinics receiving funds
under Title V of the Indian Health Care Improvement Act are categorically eigible for FQHC
status. In Wisconsin, there are 12 Community and Migrant Health Centers, two Health Care for
the Homeless Programs, one FQHC Lookalike, 11 Tribal Health Facilities, and one urban Indian
clinic. There are 62 Rural Health Clinics serving Wisconsin residents. CHCs also receive State
grant funding allocated in proportion to the volume of health services provided by each clinic.

All federaly-funded Migrant and Community Health Centers provide comprehensive primary
health care for adults, children and families. 1n 2000, Wisconsin's Community and Migrant
Health Centers and Health Care for the Homeless Programs provided medical services to 89,000
patients, dental servicesto 15,600 patients, and other health related services to 14,000 patients.
Patients served by these clinics are among the most needy in the community, with 50% having
incomes at or below the FPL and another 19% having incomes between 101% and 200% FPL.

Family Health Center of Marshfield Clinic, Inc.

The Family Health Center of Marshfield Clinic, Inc. (FHC) sliding fee program prov ides primary
care servicesfor personsin an eleven county service areawith family income under 200% of
FPL. Once apersonisinthe FHC program, they may remain in the program as long as they
meet the income eligibility criteria. The program conducts annual eligibility recertifications and
reguires members to notify the program of changesin income, which could affect their eligibility
or premium payment.

The program receives funding from anumber of sources: federal grants, Marshfield Clinicin-
kind contributions, State community health center grant funds, and member premiums. Funding
islimited for any one year, so the program typically has awaiting list for membership. Average
monthly enrollment in the program during CY 2000 was 2,796 members. As of October, 2001,
the program had 2,887 members. Currently, 1,778 individuals are on awaiting list to receive
services through the program. Approximately 27% of those served by the program have income
under 100% FPL; while the remainder (63%) have incomes between 100 — 200 % FPL.

SeniorCare

The 2001-2003 Wisconsin biennial budget authorized the design and operation of SeniorCare, a
subsidized prescription drug program for Wisconsin seniors with incomes at or below 240% of
FPL. Seniorswith income above 240% may use their prescription drug expenses to “ spend-
down” to becomeeligible.

SeniorCareis designed to help those with limited prescription drug coverage. Seniorswith other

health insurance that covers prescription drugs may be eligible for the program, but SeniorCare
will only cover eligible costs not covered under the other insurance plan. The State estimates
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that approximately 260,000 seniors will be eligible for the program based on income limits and
age and that approximately 160,000 will p articipate.

The plan requires a $20 annual enrollment fee and cost-sharing of a $500 deductible, co-
payments of $5 for generic drugs and $15 for brand-name prescriptions. Deductibles are waived
for seniorswith incomes at or below 160% FPL.

Uncompensated Care

Uncompensated care is the term used to define the sum of charity care and bad debt for services
provided by hospitals. Charity careisthat care for which a hospital does not charge because it
has determined that the patient cannot afford to pay; while bad debt is that payment whichis
expected but that the hospital has not collected. Charity care and bad debt may be difficult to
differentiate from each other because reporting and accounting systems vary across hospitals.
Furthermore, at least one study has suggested that many claimsthat are written off as bad debt
are incurred by patients with incomes under the federal poverty level, such that they could
reasonably be expected to qualify for charity care or public insurance.

One hundred and twenty nine of Wisconsin's hospitals provided atotal of $301 millionin
uncompensated care, either as charity care ($116.8 miIIion; or as bad debt ($184.2 million), in
fiscal year 1999, up from $257 million in fiscal year 1998.° Measured as a percent of total
hospital charges, uncompensated care accounted for 3% of total chargesin fiscal year 1999.

Uncompensated care averages 6% of total hospital revenue when measured as a percentage of
total gross non-government revenue.

The Underinsur ed

Wisconsin SPG Research did not specifically examine underinsurance nor has the State
attempted to develop a single definition of what it means to be uninsured. However, several
SPG projects have provided some level of information on thistopic.

The Family Health Survey providesinformation about underinsurance by asking respondents the
following three questions:

? Doesthishealth insurance plan pay for all, some, or none of the costs of general
check-ups and other preventive services, when you are not sick?

? For health care at a doctor’ s office or health care clinic when you are sick or injured,
does you health insurance cover all, some, or none of the expenses?

? For overnight hospital stays, doesthis health insurance cover all, some, or none of
the expenses?

Among individuals with employer group health insurance coverage, 4% said none of the costs of
preventive care were covered; only 1% said none of their acute care expenses were covered, and

less than .5% said none of their hospital care was covered. Roughly half said that some of their
care was covered, for each of these three questions.
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In addition to data from the Family Health Survey, a study conducted by the Barron County
Health Department indicates that farmers often pay high premiums for insurance coverage with
high deductibles that does not cover primary care services such as annual check-ups. In
particular, the Barron County study compared farmers who had health insurance through
employment off the farm with farmers who had purchased insurance on their own. Among the
189 Barron County dairy farmersthat did have insurance for themselves or their families,
approximately 30% had health insurance through ajob off the farm. The remaining 70% of the
insured survey respondents purchased their own insurance. Both price and coverage differences
were reported between the policies available to these two groups.

Health insurance premiums and deductibles were considerably higher for Barron County dairy
farm families who purchased their own coverage as compared to those who obtained coverage
through off-farm employment. Over 42% of the dairy farmers reported annual deductiblesin
excess of $1,000, while only 4% with access to employer-sponsored coverage off the farm
reported annua deductibles over $1,000. In addition, while over 70% of the dairy farmers with
accessto off-farm empl oyer-sponsored coverage reported monthly premiums between $50 and
$200, 82% of those that purchase their own coverage reported monthly premiumsin excess of
$200.

Theinsured Barron County dairy farmers also reported coverage differences depending on the
source of their coverage. Farmers who obtained their coverage through non-farm employment
were more likely to report coverage of primary care services, such as annual physicals and
immunizations. Primary care services were less likely to be reported as covered under the self-
purchased policies. For example, only 21% of the farmers with self-purchased insurance
reported coverage of immunizations, compared to 81% of those with non -farm employer-
sponsored insurance.

SECTION 2. SUMMARY OF FINDINGS:
EMPLOYER-BASED COVERAGE

State Planning Grant (SPG) activities provided detailed information on the characteristics of
Wisconsin employers that offer health care coverage to their employees and those who do not.
Employers were compared based on their size, industry sector and employee wage levels. The
ability to access health coverage through an employer was also studied from the point of view of
the employees. Employees were compared based on their income, geographic location in the
State and full-time status. Small employer focus groups and employer interviews conducted
under the Wisconsin SPG project explored the likelihood of employerswho do not offer
coverage being influenced by the development of purchasing alliances, individual or employer
subsidies/tax incentives or an economic downturn. These qualitative research findings are also
reported in this section.

Employer and Employee Characteristics

Using State Planning Grant funds, a set of new questions were added to the 2001 FHS and the
sample size was doubled for interviews conducted between January and June 2001. With the
questions added to the 2001 FHS, the data can be analyzed to tie characteristics of ajob to the
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likelihood that the employee would be covered through group insurance. The new survey
questions focused on job characteristics (tenure, hours per week), employer characteristics (type
of employer, small business status), employer offer of insurance, employee acceptance or refusal
of insurance, and dependent coverage under employer insurance.

The following information on employer characteristics was compiled from the new FHS dataset
and 1998 Medical Expenditure Panel Survey (MEPS) datafor Wisconsin. MEPS, the largest
annual employer survey, is conducted by the U.S. Agency for Healthcare Research and Quality
(AHRQ). More detailed information on these data sourcesisincluded in Appendix I11.

Employer Size

For the purposes of State Planning Grant activities, small employers were defined as businesses
that employ 50 or fewer employees. Large employers were defined as businesses with more than
50 employees. In Wisconsin, large employers are more likely to offer health care coverage to
their employees than small employers and employees of large employers are more likely to be
eigible for offered coverage. The following table provides more detailed information on health
care coverage in Wisconsin by employer size.

Table4. Establishments That Offer Health Insurance and Their Employees.

Total EmS r;TI] :)I/Ier S Elan?:)?/ir S
Establishmentsin Wisconsin 130,100 102,800 27,300
Number That Offer Health Insurance 73,700 (57%) 46,800 (46%) 26,900 (98%)
Employeesin Wisconsin 2,393,400 805,200 1,588,200

In Establishments That Offer Health Insurance
2,161,200 (90%) 585,400 (73%) 1,575,600 (99%)

Eligible for Employer-Offered Insurance
1,659,800 (69%) 409,800 (51%) 1,249,400 (79%)

Declined Employer Offer
267,200 (11%) 122,100 (15%) 144,900 (9%)

Accepted Employer Insurance
1,392,600 (58%) 287,700 (36%) 1,104,500 (70%)

Source: U.S. Department of Health and Human Services, Agency for Healthcare Research and
Quality, Medical Expenditure Panel Survey-Insurance Component, 1998.

Approximately 1.7 million employees are eligible for the insurance offered by their employer.

Employees who work for small employers are less likely to be offered coverage. Nearly 79% of
employees who work for large employers are eligible for the insurance offered by their
employer, but only 51% of employees who work for small businesses are eligible. In addition to
those who were not eligible, asignificant number of employees within establishments that
offered insurance declined the coverage offered. Intotal, nearly 1.4 million of the 2.4 million
employees in the State were covered by health insurance through their own employer in 1998.
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As compared to employees of small employers, employees of large employers are more likely to
have insurance through their own employer.

Employeeswho decline or are not offered coverage by their own employer are not necessarily
uninsured. They may be covered by health insurance through a spouse or other family member.
Alternatively, they may be covered by a public program, such asMedicaid or BadgerCare.

Industry Sector

Employer health care coverage offer rates also vary by industry sector. According to 1998
MEPS data, Manufacturing establishments and Business Service and Finance establishments
were the most likely to offer their employees health care coverage. The following chart
summarizes offer rates by industry?

Table5

Percent of Workers Offered Health Coverage at Work, by Industry
Wisconsin, 1998

[
100% 88.8%

. 78.8%
80% 70.1%
64.3%
57.8%
60%
506%
40% -
20% -
0% - . . . . .

Retail Ag, Pers Manufac- Transp, Bus Svcs, Other
Trade Sves, WT turing Constr Finance Services

Source: Institute for Health Policy Solutions analysis of Data from the 1998 MEPS Survey of Private-
Sector Business Establishments, the U.S. Agency for Healthcare Research and Quality

Employee Income Brackets

Preliminary data from the 2001 Wisconsin Family Health Survey (FHS) suggests that |ow-
income emp loyees are much less likely to be offered insurance by their employers® The survey
defines “low-income employees’ asindividuals with household income less than twice the
federal poverty level. Twice as many low-income FHS respondents reported that thei r employer
did not offer health care coverage to them (34% of |ow-income employees compared to 17% of
all employees).
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When coverage was offered, approximately 72% of the low-income employees reported
accepting the coverage. While 28% of the low-income employees reported declining the
coverage. Among all employees, approximately 22% declined coverage when offered.
Therefore, low-income employees are more likely to decline coverage than employeesin
general.

While an employee’ s wage is not necessarily apredictor of their family income, employee wage
levels also correlate with the employer offer rates. For Wisconsin establishments, the MEPS
survey has also found that high wage employees are more likely to be offered coverage than low
wage employees. The data shows that approximately 93% of employees earning more than $20
per hour were offered coverage by their employer, while only 51% of employees earning less
than $7.50 per hour were offered coverage.

Percentage of Part-Time and Seasonal Employees

Very few part-time employees in Wisconsin have health care coverage through their own
employer. According to 1998 MEPS data, only about 8% of part-time employees in the State
had coverage through their employer. This comparesto just over 69% of full -time employees
covered by their employer. Low rates of coverage for part-time employees can be attributed to
two factors: first, agreater proportion of part-time employees are employed by establishments
that do not offer coverage (28% compared to 5.6% of full-time employees), and second, part-
time employees are less likely to be eligible for employer-sponsored coverage. Establishments
reported that over 53% of part-time employees compared to 14% of full-time employees were
not eligible for offered coverage.

Data from the first six months of the Wisconsin 2001 FHS illustrates a similar relationship. For
the purposes of the survey, an individual was considered to be working full-time, if they worked
more than 30 hours per week for a single employer. While 90% of full-time employees reported
being offered coverage by their employer, only 35% of part-time employees reported being
offered coverage. In addition, just 13% of part -time employees reported being the policyhol der
of their health care coverage, while 71% of full -time employees reported being the policyholder.
Themajority of part-time employees (61%) reported being covered under someone else’ s group
health insurance policy.

Geographic Location

Information on offer rates by geographic location of the employer is not available. However, the
Wisconsin FHS provides data on employer offer rates by the residential location of Wisconsin
employees. According to this data, the employer offer rate for employeesresiding in Wisconsin
metropolitan countie<® is 84%. For employees residing in non-metropolitan counties, the
employer offer rate was 81%.

Cost of Policies

Among employers offering coverage, the cost of health coverage and the employer’s
contribution to those costs was examined across employer groups.
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The most recent information available on the health care premium costs to Wisconsin employers
offering coverage comes from the 1998 Medical Expenditure Panel Survey. The unit of analysis
in the survey isthe responding establishment’s most comprehensive plan with the lowest out of
pocket premium costs to the employee. Given the recent trend in rising health care costs,
however the MEPS data may significantly understate the current costs faced by Wisconsin
employers.

According to the survey, overall premiums faced by small employers (50 or fewer employees)
were slightly higher than those for large employers. The average small employer paid $2,375 for
single coverage and $5,726 for family coverage annually in 1998. This comparesto $2,121 for
singlecoverage and $5,474 for family coverage for the average large employer. The 1998
national average for all employers was $2,080 for single coverage and $5,273 for family
coverage. Therefore, it appears that Wisconsin employers were paying more on averagefor
coverage than their national counterparts.

Level of Contribution

On average, Wisconsin employers paid 81% of the cost for the most comprehensive, lowest-cost
single coverage policy they offered their employees. Employer contributions were 74% on
average for the cost of family coverage. The percent of the costs contributed by the employer
did not vary significantly by employer size for single coverage, but smaller employers
contributed less toward family coverage.

There does, however, appear to b e a correl ation between wages and health benefit levels among
Wisconsin employers. The 1998 MEPS data indicate that the employer contribution toward
coverage varied by the wages of the establishment’ s employees. High-wage employers (those
with over 50% of their employees earning more than $15.00 per hour) contributed more on
average toward the cost of coverage than did modest-wage (those with 50% of employees earn
between $6.50 and $15.00 per hour) or lowwage (those with over 50% earning less than $6.50
per hour) employers for both single and family coverage. Consequently, employees of high-
wage establishments pay less for their coverage. In fact, according to the MEPS data, employees
working in low-wage establishments were asked to contribute more than twice as much for
coverage as employees working in high-wage establishments.

For all establishmentsin Wisconsin, the average monthly contribution by the employee for
family coverage was $117.08 per month or $1,405 annually. However, there was wide vari ation
among employers, with 5% of eligible employees facing a required contribution of more than
$304.66 per month ($3,656 annually) for the most comprehensive lowest cost family plan
offered by their employer. The average monthly employee contribution fo r single coverage was
$32.66, or $392 per year. Aswith family coverage, there was wide variation among employee
contributions for single coverage, with 5% of eligible employeesin small establishmentsfacing a
required contribution of more than $150 per month ($1,800 annually).

Some Wisconsin employers paid the entire cost of health insurance premiumsfor their
employees. Ascompared to family coverage, businesses were nearly twice as likely to cover the
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full costs of single coverage. For all establishments, 27% of eligible employees were not
required to pay anything toward their single coverage, but only 14% were not required to pay

anything toward family coverage. Surprisingly, smaller establishments had ahigher percentage
of eligible employees whodid not have to pay anything toward their health insurance coverage.
Just over 40% of eligible small business employees did not have to contribute toward their single
coverage and 30% did not have to contribute toward their family coverage.

Table6

Percent of Employees Eligible for Employer Coverage Who Are
Not Required to Contributeto Enroll in That Coverage, by Coverage Tier
and by Firm Size, United States and Wisconsin, 1998

United States All Firms S(TSISI OFIIErg)S Lz(a;gS%r Egﬂs
Employee-Only Coverage  33.1% 55.7% 25.9%
Full Family Coverage 16.8% 31L.8% 12.4%
Wisconsin
Employee-Only Coverage  27.1% 40.3% 22.7%
Full Family Coverage 13.8% 305% 8.3%

Source: Special Tabulations from the MEPSIC Employer Survey for 1998 prepared by the
U.S. Agency for Healthcare Research and Quality.

However, small firmsthat offer coverage and do require employees to contribute in order to
enroll tend to require employees to contribute more than larger firms do, particularly for family
coverage. Inthefollowing two tables, the “mean” contribution levelsinclude eligible employees
who are not required to contribute at al (i.e., their contribution level is $0), while the percentile
distributions are based on employees who must contribute some non-zero amount in order to
enroll.
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Table7

Range of Monthly Employee Contributions for Employee-Only Coverage
under Lowest-Cost Plan Available to Eligible Employees through Their

Employer, by Firm Size, United Statesand Wisconsin, 1998

United States Mean 25" Per centile Median 75" Per centile
All Firms $30 $21 $36 $57
Small Firms (<=50 Ees) $28 $30 $50 $82
Larger Firms (>50 Ees) $31 $20 $34 $53
Wisconsin
All Firms $33 $23 $34 $58
Small Firms (<=50 Ees) $35 $24 $50 $85
Larger Firms (>50 Ees) $32 $23 $33 $52

Source: Special Tabulations from the MEPSIC Employer Survey for 1998 prepared by the
U.S. Agency for Healthcare Research and Quality.

Range of Monthly Employee Contributions for Full-Famil

Table8

Cover age under

Formatted

Lowest-Cost Plan Available to Eligible Employees through
Their Employer, by Firm Size, United Statesand Wisconsin, 1998

United States Mean 25™ Per centile Median 75" Per centile
All Firms $129 $74 $128 $204
Small Firms (<=50 Ees) $150 $121 $205 $295
Larger Firms (>50 Ees) $123 $67 $115 $182
Wisconsin
All Firms $117 $65 $120 $172
Small Firms (<=50 Ees) $134 $101 $167 $257
Larger Firms (>50 Ees) $111 $59 $104 $170

Source: Special Tabulations from the MEPSIC Employer Survey for 1998 prepared by the
U.S. Agency for Healthcare Research and Quality.
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From this data, it appears that small firms, especially the smallest firms, are “ bi-modal” with
respect to their contributions for health benefits. Some small firms are very generous, paying the
full cost even of family coverage. Others areless generous, presumably paying just enough to
get their employeesto take employee-only coverage so that participation is sufficient to maintain
agroup plan, but not contributing very much at all toward coverage of dependents.

High-wage employers also had alarge percentage of employeeswho had access to no-cost
coverage, as did employeesin the manufacturing and construction industry categories. Of all
employees who did not have to contribute toward their health insurance, over 40% werein the
manufacturing and construction industry categories.

In addition to understanding the general characteristics of employersthat do and do not offer
health care coverage to their employees, SPG activities identified factors that influence smal |
employer's decisions about whether or not to offer coverage. Information collected through small
employer focus groups and interviews focus on why small employers do and do not offer health
care coverage and what policy options might increase the likelihood that they would offer
coverage to their employees.

Small E . Sffering C

The most recent Kaiser/HRET Survey of Employer-Sponsored Health Benefits (2001) reports
that: “Cost isthe most important factor cited by small employersfor not offering health
insurance.” The survey found that “64% of all small firms (3-199 employees) who do not offer
coverage cite high premiums as a very important reason for not doing so. Other factors cited as
important by many employers [include] the observation that employees may be covered
elsewhere (56% say it's very important); the company can attract good employees without
offering health insurance (30% say very important); and the fact that the administrative hassleis
too great (22% say very important).”’

Based on focus groups and interviews with Wisconsin employers, it appears that similar factors
influence whether an employer offers health insurance coverage or not. Among the non-offering
employersthat participated in focus groups, the prevailing reason they cited for not offering
coverage was the high cost of health insurance. It isimportant to note, though, cost was a
relative term for these employers. Many indicated that they had not recently inquired into the
cost of group coverage but instead most based their understanding of the cost of coverage on
what they were paying for their own policy. The amounts employers were paying varied widely
dueto thelevel of coverage they had, their age, and their health status. For instance, one
employer indicated that she was paying $1,057 a month for an individual policy with a $1,400
deductible. Her coverage was probably so expensive because she was over 40, had been a
former smoker, and had high blood pressure.

A factor related to the overall cost of the coverage was the ability of either the employer or the

customer to absorb such costs. Employerswith larger profit margins or greater ability to pass on
their coststo their customers would be morelikely to offer coverage.
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Contributing $300 [$50 per employee for six employees per month] will quite literally come
out of my pocket and plain and simple, why should it...because | can’t raise the price of my

[products].
-Non-offering Retail Store, Friendship, WI

The second most frequently cited reason why employers did not offer health insurance was that
their employees did not need coverage since they had it through some other source, typically a
spouse. Employer responses varied regarding the number and type of employeeswho had
coverage through other means. Some employers, particularly those with less than 10 employees
and/or with low employee turnover, indicated that at least all their full-time, and many of their
part-time employees, had coverage elsewhere. Other employers, particularlythose with more
than ten employees or with afair amount of turnover among their lower-wage employees, cited
that their more important or senior employees had coverage el sewhere while their younger or
more junior employees were uninsured.

Some employers indicated that if an employer can attract an adequate supply of qualified labor
and keep those employees, the employer does not have great incentive to offer coverage. Non-
offering employers also mentioned that they sought employees who already had coveragefrom
other sources so they would not have to deal with the issue of offering coverage.

| mean almost have to put yourself in a position where you find those people where you
know | hateto say it, but you put yourself in a position where all things being equal who
would you rather hire, some you know 25 year old girl who needs health insurance or some
25 or 30 year old girl or woman who' s husband has got the insurance plan that you know you
don’t haveto worry about it. And it’snot going to be an issue.

-Non-offering Service Firm, Milwaukee, WI

Conversely, if an employer cannot attract qualified employees or is having difficulty retaining
employees that are critical to hisor her business, the employer will most likely decide to offer
coverage. Lastly, some employersindicated that they did not offer coverage because they did not
want to take on the responsibility of offering or the hassle of administering coverage. In
particular, some employers did not think offering coverage was worth the hassle since their
employeeswould not value the benefit.

Employees forget that health insurance is a benefit...they don’'t look at the contribution made
by an employer as awage.
-Non-offering Research Firm, Milwaukee, WI

Many employers thought that even if coverage were available at no cost to their younger
employees, many of them would probably not go to the effort to obtainit. The employerswere
generally pessimistic regarding the value their younger employees placed upon health insurance.
They thought these employees believe they are “invincible” and only appreciate health insurance
if they becomeill or seriously hurt. The employers generally agreed that younger employees
typically only begin to value health insurance when they get older (around 30 years of age or s0),
have children, and/or begin to accumulate some assets that they want to protect from a
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catastrophic event. Thisattitude was amplified by one of the younger employers who
participated in afocus group and who was uninsured.

Yeah, | fall under that category that | don’t necessarily believe in alot of types of insurance.
I think they make you jump through hoops, they only want to find the healthy people. As
soon asyou'resick they’ re either booting you out of there or raising y our rates. They just
want to keep making their money. They don't really care whether you get help or not.
That’ swhy you'refilling out tons of paperwork and you’ re doing thisand you'’ re doing that.
It's not they’re like oh, we care, we want you to be, but then if something happensyou’re
like, oh that’ s not covered under your policy even though you thought it was. | mean | think
it'sthe same with any insurance home, auto, you know as soon as you get in acar accident
your ratesgo up... | meanit’s probably me being younger and that just leaves a bad taste in
my mouth, and | do understand the importance of it because my mother she had cancer and
my sister had cancer and my sister had no health insurance. She found government programs
that got her through that, so | do understand the importance, but yet part of meisalso like
I’'m beyond that. | rarely get sick. I've never had any mgjor, I’ ve never broken anything so |
wouldn’t say invincible but you know you' re kind of like until something happens.
-Non-offering Food Establishment, Milwaukee, WI

There were a number of reasons cited by employersfor offering coverage. Some employers
considered it to be their responsibility to offer coverage - it is the right thing to do. Other
employersthought t hat by offering coverage they could reduce the number of part -time positions
they had and could create a more reliable, dependable work force. Other employers may offer
coverage (even when it means paying lower wages) because they believe it helps their employees
remain healthier, thereby having a positive effect on employee productivity and reducing
employee absenteeism.

Mostly the reason is, you feel that everybody needsit. 1'd rather say to peopleit's health
insurance if it cost me a$1 an hour, off of a$1 an hour less to work and | think it's important.
| mean you see peopl e getting sick, not when they are 18 and 19 and 20, but when they are 35
and 45, you know that they’re all gone. | mean they'll never be able to pay their hospital bills,
they don't have insurance, | think it'sjust aquality of life thing that as employers we should
take alittle bit of responsibility for it if we possibly could.

-Non-offering Employer, Camp Douglas, WI

Several non-offering employers also commented that they would like to be able to offer coverage
so they could expand their business. These employers reported being in a Catch-22 situation:
they could not expand their business without bringing on aqualified individual or individuals
who would demand healthinsurance, and they could not afford to offer health insurance unless
they expanded their business.

Some employers indicated that they were willing to offer coverage and had offered coveragein
the past but were not offering coverage now for avariety of different reasons such asthe
following:

? Employees did not want coverage, particularly if they had to contribute towardsit.
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? Theemployer could not afford to contribute the full amount and the employee could
not afford the amount they had to contribute.

? Employersin seasonal industries like construction could not offer coverage because
their employees would not make their premium payments during the off-months.
These employers had contemplated pre-funding their health plan by deducting an
additional amount each month from their employees' paychecks to apply towards
coverage during the off-season, but the employees could not afford or would not
agree to the additional payroll deductions.

? Most of their uninsured employees worked part-time, and therefore would be
ineligible for coverage or would not be able to afford to contribute towards their
premium.

? Some of their uninsured employees were “uninsurable’ thereby causing the premiums
quoted to the group to be significantly more expensive than either the employ eesor
the employer could afford.

Throughout the interviews and focus groups, employers emphasized their concerns about
providing health insurance to employeesin several reiterations of four common themes.

Cost of providing health insurance

Mistrust of insurance programs

Skepticism about value of health insurance to employees
Burden of ongoing administrative workload

N ) N N

Small Employer Views on Various Policy Options

Small employer focus groups and employer interviews explored the likelihood of employers who
do not offer coverage being influenced by the development of purchasing alliances, individual or
employer subsidies or additional tax incentives. These particular options were explored
primarily because there has been afair amount of widespread interest in these approaches at the
national or State level.

Individual Tax Credit

Through our interview and focus group work, we asked employers to provide their thoughts
about an individual tax credit. Employersindicated afair degree of skepticism regarding
individuals, particularly lower wage or income ones®, being influenced by the existence of atax
credit to purchase health insurance coverage.” When the employers asked how they though their
lower-wage and/or lower-income uninsured employees would react to the existence of an
individual tax credit, most doubted the credit would result in these employees obtaining health
coverage for various reasons. In addition, afew employers expressed concern that their lower-
wage or income employees would not qualify for the full credit because they do not pay enough
in taxes to be eligible.?
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Employees Would Misuse the Credit

Typicaly, when it was explained that the tax credit would be a monthly subsidy paid directly to
their employees, almost all employers immediately expressed concern that the credit would be
subject to fraud and abuse. Most employers thought it was naive to assume that their lower wage
and/or income employees would use the tax credit they received in the form of a subsidy towards
health insurance. Although some of the employers thought that their employees would have
good intentions and would attempt to use the tax credit appropriately, there was general
agreement among the employers that their lower-wage or income employees are under a lot of
financial pressure and would ultimately use the subsidy for some other purpose (having the car
fixed or buying school suppliesfor their children).

Even when it was explained that the tax credit could be structured to avoid misuse of the subsidy
dollars by sending the funds directly to the insurance carrier, some of the employers thought that
their employees would engagein fraud or that ablack market for the tax credits would be
created. Inaddition, the employersfeared that even if the tax credit could be structured so no
fraud or misuse of funds could occur, their employees’ coverage would lapseif they were
required to make a premium payment. Some employers feared that their employees would fail to
make their premium payment because they wouldforget to do so or would have too many other
more immediate uses for that money.

| don’t think it’s a matter of like, asit is amatter of human nature, the low income employee
all of asudden getsalittle extramoney in their hand, they’re going to need something elsea
little more important than insurance.

-Non-offering Employer in Camp Douglas, WI

Employers Concerned that Tax Credit Amounts Would not Be Enough

The employers a so expressed concerns that the amount of the tax credit discussed —$L,000 for
single coverage and $2,000 for family coverage—would most likely not be enough to entice their
uninsured employeesto get coverage. The age of the uninsured employees among the
interviewed employers varied—for some employers, most of their uninsured employees were
around 30 years old or younger, while others had employees who were in their 40's or 50’s.
Since many of the employers were older (average age around late 30's or early 40's) and had
individua policies, they were intimately aware of the cost of individual coverage. Thus, they
thought that the amount of the tax credits discussed could require a significant contribution on
the part of their older uninsured employees and possibly some contribution on the part of their
low-wage or income employees™ In either case, they thought thiswould result in their
employees not using the tax credit to obtain coverage.

Some Employers Concerned that Individuals Would Not Purchase Good Palicies.
The employers were more mixed regarding the ability of their lower-wage or income employees
to select agood insurance policy and a good insurance company for their source of coverage.

These employerswere generally not questioning theintelligence of their lower-income or wage
employees, but rather were indicating that they thought buying health insurance involved a
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learning curve and that the most important lessons would be learned when the coverage was
needed most. Some felt that understanding the various policy options would be beyond the

ability of alay person.

Well yeah. It'sawhole jungle out there. It depends on who you’ re going to believe and who
you're going to trust because it’s not, you know when you open this what you’ re going to get
inthat can. Andyou know if you open a Dr. Pepper what it’s going to taste like. You don’t
know when you get these policies; there' sfine print in them, the easiest way |’ ve gotten rid
of all the bad coverage ones, | say send me a copy of the policy. | want the boilerplate. I'm
going to giveit to my lawyer, and he’ sgoing to look at it. Ninetimes out of ten | will never
get apolicy sent to me because they know that that policy isbogusand if | turnit over to
somebody who istrained, alawyer to read a contract, and that’swhat it is, it' salegal
contract they will say Mark here' s their loophole here and here and here and thisis how
they’re going to screw you basically...And they know it. | mean | want a copy of the policy
beforel signit. 1 do not want the, but it’ s taken me and when | was younger | did sign afew
bad policies. And the color brochures|ooked really good. But that’sall | saw wasthe color
brochures. It shouldn’t be that complicated.

-Non-offering Florist, Milwaukee, WI

Other employers were not as concerned about their |ower-wage or income employees buying
coverage. These employers were often times purchasing individual policies for themselves and
thought that the individual market was for the most part not that intimidating or difficult.

Some Employers Preferred the Tax Credit Be Given to Them on Behalf of Their Employees

Many of the employers who expressed an interest in offering coverage to their employeesif it
were affordable tended to prefer that individual tax credits be given directly to employers. They
suggested that many of the concernsthey had about the individual tax credit could be resolved by
making the payment directly to theemployer. Most thought that adirect payment to the
employer would ensure that the subsidy would be used for its intended purpose and more
importantly, any necessary employee contributions easily could be handled through payroll
deductions and thus premium payments would be made on time. These employers aso indicated
that they were relatively comfortable selecting among health insuranceoptions and thought they
could select better coverage than what their employees might do on their own.

A few of the employers did not like the idea of an individual tax credit because they thought it
would not help them attract or retain employees. These employers wanted to offer coverage
because, given their tight labor market, they thought it would help them attract and retain
employees. They were concerned that if an individual tax credit were available, their employees
would have lessincentive to stay with them.

Weareal kind of saying...thereisjust...ahuge labor shortage, we need things that are

going to make people want to stay with us and if they have individual insurance and get atax

credit that completely bypasses the employer that doesn’t help us keep them...
-Non-offering employer, Pewaukee, WI
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Employer Tax Credit

Employers participating in focus groups who did not offer coverage to their employees were
asked to comment on the possibility of an employer tax credit. In general, those employers that
had previously indicated an interest in offering coverage also expressed interest in an employer
tax credit. The range of employer responses varied from lukewarm to very enthusiastic, with
some employers hesitant about the concept while others viewing the tax credit asaredl
opportunity to allow them to offer coverage to their employees.

I’m seeing this as the way the government is actually helping small business for once. And
they're giving us away that we can attract and keep qualified individualsthat can go to
bigger corporations.

-Non-offering Travel Agency, Milwaukee, WI

Employers Interested in Employer Tax Credit

Almost all employersinterested in offering coverage said if an employer tax credit were
available, that they would offer coverage if the credit made it economically feasible to do so.

| think it depends upon how bad you need an employee and if it’ s [health insurance] afactor
inthat. It would be niceto have aprogram out there available...that would be, it depends on
the bottom line. Y ou’ve got to work at your bottom line and your stockholders. Y ou’ve got
to answer to them and that’ s my wife and my two girls. And you know it’s atough group.
It' savery tough group. They demand areturnontheir investment. So it just, if it'stwo
thousand or three thousand dollars and you' re getting athirty five dollar credit that’ s three
fifty, three seventy, | mean that’ sabig spread in there. And the employee’ s not going to,
they’ [l come with some but you still get ri ght back and they have less money to spend and
they’ re going to want a pay raise and that’ s going to cost you. And then you’ ve got to make
up the differencein there so really it depends on how big the spread’sgoing to be. If it's
smaller, yes, but if it’ s going to be substantial and things are very tight right now.
-Non-offering Florist, Milwaukee, WI

Unfortunately, though, there was not general agreement upon what would make offering
coverage economically feasible.*? Some employersindicated that the tax credit could constitute
about athird of the cost of the premium, while others thought it would have to constitute about
75 or 80% of the premium. Part of these differencesin opinion depended on how much the
employersthought their employees could contribute towards coverage, which in part depended
on the wage or income of the employee.

Employers Not Interested in Tax Credit
On the other hand, those employers that had not expressed agreat interest in offering coverage

were not overly interested in the prospect of an employer tax credit. Some of the employers
were concerned about the administrative workload or hassle that might be associated with atax

credit.
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| don’t know an easy, but | can’t imagine an easy answer for that because the employers are
not going to want to accept the responsibilities of keeping all these records [associated with a
tax credit]. Because when you're asmall business, you' re just spinning your wheels
sometimesjust trying to keep yourself from not going under.

-Non-offering Bakery, Milwaukee, WI

Okay earning under ten dollars or let’ s just say afull time employee because we' re saying
that it should cover everybody at this point. What if, in December then you have instead of
five full time employees, you have twelve full time employees and then in January you lose
two and now you have ten full time employees. | mean how would that all work out? It just
seems kind of mind boggling to meto try to cover someone the way the job market is where
you have people who are fooling around, especially in small business... You'd spend afull
day figuring out the paperwork and all unlessit was areal, real easy common system to
understand and to administer you know.

-Non-offering Employer, Milwaukee, WI

Other emp loyers were not overly interested in an employer tax credit because they thought it
would only result in greater government intrusion into their lives and potentially greater
government intrusion into the provision of health coverage to working Americans. A few of
these employers were concerned that an employer tax credit might be the beginning of a slippery
slopetowards “ socialized medicine.”

And you know you talk about government wanting to get moreinto our lives and offering
health insurance and offering plans whatever and offer anything that makes things easier, but
the government’ s never made anything easier and they’ re not doing it now, and | don't
believe that anything that they can do at this stage of the game is going help them. It’sgoing
to move us more towards the socialistic situation that | think every intelligent person in this
room would probably dread. So | don’'t know, it'samess. Itredly is.

-Non-offering Video Production Firm, Milwaukee, WI

One big concern for many employers was whether and how atax credit would keep pace with
increases in insurance premiums. The employers knew that for many firms, health insurance
premiums have increased annually around 20% or more per year. They were concerned that if
the tax credit did not keep pace with premium inflation, the credit would be eroded over a period
of several yearsto the point where the employer and the employees would be bearing the full
brunt of the cost.

Once we start doing thisthat credit stays at thirty five and the premiums have gone up you
know what from two hundred to nine hundred iswhat happened to you. What’ sthe
percentage on that? Unlessthere’samechanism in thereto make surethat thetax creditis
going to keep going with it we' re starting something th at we cannot [maintain] and
eventually we're going to have to pull the plug on and then you’ ve really got a problem.
-Non-offering Florist, Milwaukee, WI

Other employers were against the concept of an employer tax credit in general because they
thought it was the wrong approach for government to take to solve the problem of the uninsured.
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These employers were also concerned about the rising costs of health care and thought the
government should focus on controlling rising health care costs rather than on increasing
employer-based coverage for the uninsured. The employers disagreed as to what sector’ s costs
needed to be controlled—insurance companies, providers, drug companies, etc.—but they
thought that an employer tax credit would be a temporary fix that would not ultimately solve the
problem.

Some employers expressed concern about the longevity of the tax credit and indicated that if the
credit were only going to bein existence for ayear or two, they would declineto useit. They
believed that the worst thing they could do would be to make coverage available to their
employees and then have to drop coverage once the credit phased out. Other employers,
however, were not as concerned about the longevity credit and reasoned that as long as they
explained the situation to their employees, it would be better to make coverage availablefor a
year or two rather than not at all.

However, despite some of the employers strong beliefs that an employer tax credit might bea
misguided attempt to solve the problem with health insurance in the U.S., some of these
employersindicated that they were not so against the idea of an employer tax credit that if it
were generous enough, they would not useit to offer coverage.

Employer Tax Credit Policy Considerations

If an employer tax credit were made available, a number of important policy dimensionswould
first need to be determined.

? Should the tax credit would be made available to all firms whether they offer
coverage or not or only those firmsthat currently do not offer?

? Should all employees regardless of wage be eligible for the credit or just low-wage
or income employees be eligible?

? Should any-sized firm be eligible for tax credits or only small firms—where most of
the uninsured are employed

Employersthat currently offer coverage were very strongly in favor of atax credit being made
availableto all firms regardless of whether they currently offer coverage. These employers—
many of whom were experiencing double-digit rate increases—felt strongly that since they were
aready making the effort to offer coverage to their employees, they should benefit from any
available government support.

Opinions among firms currently not offering coverage were divided. Some non-offering firms
thought it was only fair that all firms should be eligible for tax credits. These firms suggested
that if the tax credit were only available to non-offering firms, those that offered would simply
drop coverage for ayear to become eligible. Others employersthought that since they were the
ones who could not afford to offer coverage—those that were offering obviously could—any
government tax credits should be made available only to them. Most of these employers did not
consider this situation completely fair but reasoned tha if the funding for the tax credits was
limited it should be targeted at non -offering firmsfirst.
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The participating employers were also relatively divided regarding whether the tax credits should
only be made available to lower-wage or income employeesversusal employees. Although the
number of observations arelimited, it appearsthat these differencesin opinion were related to
the attitude each employer had about their lower-wage employees. Some employers thought it
made sense to structure the credit in that manner since these employees are typically the ones
who have the greatest difficulty affording coverage. Those employers whose workforce was
primarily low-wage or who worked closely with and had a more personal relationship with their
lower-wageemployees were more inclined to think that the tax credits should be made available
to only these employees. However, some of these employers questioned where the cut-off for
eligibility should occur and suggested that moderate-wage or income employees should be
eligible for some assistance as well.

On the other hand, employers whose workforce was not primarily low-wage or that had a high
degree of turnover among these employees were more inclined to think that the tax credits
should be available to all employees. Concernswere also raised about a tax credit limited to
low-wage employees creating perverse incentives for employers to not increase wages for
employees receiving the credit or to pay any more than the wage ceiling for credit eligibility.

| guess that would concern me because what happens when an employee gets $10 and a
quarter an hour; doesthat credit stop?...If that credit stops at that point I’m not giving him a
rase.

-Non-offering Machine Shop, Ashland, WI

Employers who thought that all their employees should be eligible for atax credit also reasoned
that it would be simpler to administer the tax credit if it applied to all employees. These
employers also thought it was more equitable if al employees received the tax credit because
higher-wage or income employees paid more in taxes than lower-wage employees and thus
should get something in return. In addition, some employers expressed the concern that if their
higher-wage employees were not eligible for the tax credit they would want something from the
employer in return.

Finally, focus group participants were relatively split regarding whether low-wage or income
employees should be eligible for atax credit based on the size of their employer. Some
employersthought that alowwage employee earned a lowwage whether they worked at a small
or large firm and thus should be eligible for atax credit with either employer. Others, however,
thought that larger firms had many advantages and benefits that smaller firms did not and thus
employees who worked for large firms should not be eligible for tax credits.

Employers expressed different opinions regarding the role they would be willing to play if
eigihility for atax credit were based on an employee'sincome. Most employers agread that if
tax credits were to be targeted to |ower-wage or income employees, it made senseto tie
eligibility to employee income rather than wage, although thisraised concerns for some
employerswho felt that their employees income was none of their business. These employers
did not want to have anything to do with trying to determine or verify their employees
eigibility.
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Other employers were less concerned about violating their employees' privacy. They reasoned
that if they explained that obtaining their employees family incomes might result in their
employees receiving health insurance, it would be okay to ask for such information. Employers
aready collect confidential information and they reasoned it would not be a significant issue to
add fami ly income information to these files. These employers also reasoned that if an employee
absolutely refused to provide such information, than that employee would not be eligible for

coverage.'®> Employers also suggested that information on family income could be collected
without the employer being directly involved. For example, the employer could give their

employees formsto be completed, sealed and returned by the employer to the government or
other appropriate organization for review.

Purchasing Alliance

Most of the participating non-offering employers expressed interest in a purchasing aliance
because they believed an alliance would overcome their frustrations with the market. Many of
the employersindicated that they felt disadvantaged in the health insurance market compared to
larger firms. These employers believed that larger firms receive lower premiums for equivalent
coverage and that, if a purchasing alliance were established for small firms, insurance carriers
would treat them as alarge group and thus would give them lower premiums as well.

| posed as alarger employer with 200 employees and received a quote from the insurance
company that was $85 | ess per employee than the quote | received from the same company as
asmall employer.

-Non-offering Service Firm, Combined Locks, WI

In addition, some employers were disenchanted with the rating structure in Wisconsin and
thought it was unfair that some firms (or the firm’s employees) had to pay much morein health
insurance premiums because the firms had one or more employees with high-cost health
conditions. Some of the employers thought this was the reason some non-offering firms did not
offer. Thesefirmsthought that a purchasing alliance could overcome this frustration they have
with the insurance market by spreading the cost of high-risk employeesin certain employer
groups across al employees participating in the pool.

It would also be cushioned if [the cost of] your leukemia patient employee...it would be
absorbed through the insurance through the group.
-Non-offering Employer, Pewaukee, WI

However, not all non-offering employerswere in favor of the idea of the pool spreading risk
across participating employers. These employers understood that if the pool rated groupsin that
manner, the pool would suffer adverse selection as the better risk groups would leave the pool to
get abetter premium elsewhere. Othersindicated awillingness to subsidize the costs of higher
risk groups because they recognized that it would only take one sick or injured employee before
they would become a high-risk group themselves.
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Despite Interest, Employers Had Some Concerns about Purchasing Alliances

Despite their interest in purchasing pools, some of the non-offering employers had concerns
about them. Severa of them were skeptical that a purchasing cooperative could ever be formed
in Wisconsin. These employers either had attempted to form association health plans and had
little or no interest from carriersin Wisconsin or thought that small businesses could not join
together effectively without some form of government intervention.

I think alot of people [would be interested in a pool], but we are basically on thetail end of
the dog her, we are small businesses. We don't have any way to unite with each other to buy
that group policy. We aretoo diverse and too far apart to even know that each other exist.
We have no umbrellathat we come underneath that we can communicate with each other and
just set up something like that.

-Non-offering Employer, Camp Douglas, WI

Other employers were concerned that they be able to exert control over the purchasing pool
through some form of oversight role. These employers did not want to join the pool because
they liked how it was structured and then find themselves in a situation where the structure had
changed without their input.

If changes had to be made would they come out and ask you 'l's this okay with you? or do
they, are they going to make changes on their own where you're like, 'Now we're stuck.'
We'reinthis. And now they're making up these changes, we don't agree with them but we're
stuck now.

-Non-offering Employer, Steven's Point, WI

Other employersindicated that they would not join the purchasing pool unlessthey thought it
was well managed and/or had good, reputable participating carriers.

Employers Agreeable to Tax Credits Only Being Made Available through Purchasing Alliance

Most of the employers thought it was acceptable to limit the availability of employer tax credits
to purchasing aliances. They thought this would be acceptable if the purchasing pool offered
reasonable coverage and contracted with credible health plans. In addition, they thought this
would be acceptableif the purchasing pool did not incur large administrative costs and was
somehow held accountable to its participating employers. The few employerswho did not want
the tax credit limited to the pool thought doing so would be discriminatory or would be
government dictating where employers must purchase their health insurance.

A few employers also saw other advantagesto limiting the tax credit to employers that
participate in the purchasing aliance. They recognized that a purchasing alliance could
potentially limit its vulnerability to adverse selection by limiting the availability of the tax credit

to the aliance thereby creating a strong incentive for better risk groups to stay in the pool. Other
employers thought that limiting the credit to the pool would enhance the pool’ s credibility and

thusincrease its chances of attracting health plan and small employer participation.
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Well, there' s an incentive for both [high risk and low risk firms] to stay there and to help
keep the cost down rather than jumping ship and leaving that high -risk pool. Obviously, you
have to weigh the cost benefits but | think there hasto be away to keep healthy groupsin
that pool.

-Offering Employer, Wausau, WI

I think you would almost have to give atax credit just to get it going, just to give an incentive
tojoin.
-Offering Employer, Wausau, WI

Small Employer Response to Economic Downturn

The qualitative research with offering employers revealed several insights regarding how
employers would react to an economic downturn or continued increasesin premium costs. Not
surprisingly, most employers indicated that they would attempt to control their costs by shifting
more of the cost burden onto the employee either through offering benefit plans with higher
deductibles and greater cost-sharing and/orincreasing the share of premium the employee
contributes. Other options were to substitute increases in wages for an increased employer
contribution, increase the prices of their products or services, and/or compensate their employees
for getting coverage through their spouse.

WEell, we are either going to delay some pay raises for several years, raise our labor rate, or
we are still going to have to supply the insurance but that $1.00 an hour raise that maybe this
guy isduefor isgoing to be explainedto him that you won't see thisfor acouple of years
because your health insurance is costing us an extra $300.00 a month.

-Offering Employer, Wausau, WI

Many participating employersindicated that they have been shifting the cost to their employees
for the past several years with no great success. In addition, some employers were concerned
that if they continued to shift more of the cost to their employees, those who were younger or
had families might drop coverage because they could not afford or would not want to contribute
that much.

Especialy with the younger workforce too because they have such high deductible and high
co-pay, they're thinking, "Why do | want to get insurance?
-Offering Employer, Milwaukee, WI

Given their inability to control their costs and with no foreseeable relief in sight, a number of
employersindicated that they believe they are getting to the point where they may not be able to
continue offering coverage. Some employersindicated they were giving Medical Spanding
Accounts (MSASs) greater consideration and one employer reported recently dropping coverage
and ingtituting an MSA. Other employers were not clear regarding what eventual cost or
combined rate increases would finally cause them to drop coverage, but indicated that they were
coming to the reluctant conclusion that problems they have with the insurance market will not be
solved without some form of government intervention.
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...but again, | don’t want the government to be involved but its gotten beyond sonething a
company my size can handle.

-Offering Employer, Wausau, WI

SECTIONS3. HEALTH CAREMARKETPLACE

A number of research projects related to the health care marketplace in Wisconsin. These
projects included interviews with health plans, research on the existing regulatory environment,
research on purchasing alliancesin other states. A study of the relationship between health care
coverage and health service utilization was a so conducted to provide information on potential
marketplace impacts of expanding coverage options. Lastly, a comparison of the lowa Medicaid
employer buy-in program and the BadgerCare Health Insurance Premium Payment (HIPP)
program was conducted to generate new ideasfor opportunitiesto partner public and private
programsin the health care marketplace.

Wisconsin's Health Care Marketplace

In part, research into Wisconsin’ s health insurance marketpl ace was conducted to inform the
development of the Private Employer Health Care Coverage Program (PEHCCP). Devel opment
of the PEHCCP, a statewide health insurance purchasing pool for small, private employers, was
authorized by the Wisconsin Legislature in October 1999, before application for a State Planning
Grant (SPG) was contemplated. Asthis policy option had aready received approval of the
Legislature, SPG funds were used to test the feasibility of this approach and to suggest waysto
maximizeitsimpact on the uninsured. Specifically, SPG research in this areafocused on:

? Wisconsin's current regul atory environment.

? Health plan attitudes and practicesin Wisconsin.

? Other States' experience with purchasing pools.

? Recommendations to enhance the likelihood of the PEHCCP' s success.
Wisconsin’s SPG proposal did not include projects designed to address questions on the
adeguacy of insurance productsfor certain groups, variationsin benefit plans among various
group plans or the prevalence of self-insured firms. According to recent correspondence with
the Wisconsin Office of the Commissioner of Insurance (OCl), “By their very nature, questions
regarding these topics ask for information that we, as aregulatory agency, do not gather nor
would theinsurance industry have thisinformation readily available.” OCI can providethe
following information based on a survey conducted with the largest writers of group and
individual health insurance in the State:

? 300insurerswrite group accident and health insurance in Wisconsin. The 41
companies responding to the survey represent 76% of the group accident and health
market and write over $4 billionin premium.

? 32linsurerswrite individual accident and health insurance in Wisconsin. The 41
companies responding to the survey represent 73.6% of the individual accident and
health market and write over $635 million in premium
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The remainder of the survey data supplied to the SPG team demonstrated the percent
distribution of insured and self-insured group and individual coverage among HMO,
POS, preferred provider, and standard indemnity plans. No enrollment figures were
provided. The survey only recorded self-insured coverage if one of the 41 responding
insurers was acting as administrator of the self-insured plan; the data do not include
plans administered by third party administrators (TPAS) or other entities.

Wisconsin's Regulatory Environment

Research into Wisconsin's regulatory environment and health plan practices focused on how the
environment and practices could be addressed—operationally or on apolicy level—to facilitate
the start-up of the PEHCCP. Specific activitiesincluded:

?

?
?

?

Review of statutes and administrative rules, particularly governing health insurance
for small employers (defined as those with 2-50 employees).

Consultation with the Office of the Commissioner of Insurance.

Interviews with health plan executives regarding specific provisions of the PEHCCP
statutes.

A survey of health plans to gauge current practices with regard to rating,
underwriting, and other administrative activities.

Key findings regarding Wisconsin’s regulatory environment:

?

?

Over 50 health insurers offer coveragein the small group market. This provides
small businesses with amuch broader range of health plan optionsthan are available
in many other statesin the nation.

The use of the following factors isnot limited when setting premium rates for each
small employer: age, sex, geographic location, family composition (number of
dependents), and group size (number of employees). Collectively, thesefactorsare
often referred to as “ case characteristics.” Rates may also be varied without
limitation to reflect differing benefit design characteristics, such as deductibles,
copayments, etc.

A “rate band” of 30% limits the use of the following factors. health status (as
determined by medical underwriting), claims experience, and duration of coverage.
Occupation will beincluded under the rate band effective September 1, 2001. The
combined effect of these factors for groups withidentical case characteristics and
benefit design characteristics cannot be more than +/- 30% from a midpoint
(arithmetic average) rate for such groups, resulting in aratio of 1:1.86 from lowest to
highest rate allowed.

Wisconsin does not extend guaranteed issue protections beyond the federal
requirements under HIPAA (the Health Insurance Portability and Accountability Act
of 1996). Thus, only groups with between 2 and 50 employees are guaranteed
coveragein Wisconsin.
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To test health plan attitudes about these provisions, the SPG conducted telephoneinterviews with
executives of 12 health plans, including both managed care and indemnity carriers, whose

combined service areas provide coverage to Wisconsin residents across the State. A full copy of
the report, however, isincluded as Appendix IV.

Other State' s Experience With Purchasing Pools

Data collected about Wisconsin's market regulations, health plan attitudes, and other States
experience with purchasing pools have provided valuable guidance. Thisinformation was used

to devel op recommendations for revisionsto the statute governing the pool.

Research into other States' experience with purchasing pools spanned the areas of public/private
partnerships, incentives for employers to offer coverage, and regulation of the marketplace.
Information about other States’ expansions of public coverage was obtained separately, and is
discussed at the end of this section.

Information about other States' experience with purchasing pools was obtai ned through:

? Anextensiveliteraturereview.
? Interviews with purchasing pool staff in California, Colorado, Kansas, and
Connecticut.

? Conaultation with the Ingtitute for Health Policy Solutions, an independent, non-
partisan research organization with expertise in health insurance pooled purchasing.

Examples of findings:

? Employee choice of health plan, not price, isthe purchasing pool’ s greatest advantage
compared to the competition. However, as demonstrated by employer focus groups
conducted under the SPG, Wisconsin small businesses may be unwilling to spend
moreto offer their employees a choice of plan.

? No State or private entity has successfully implemented a statewide purchasing pool
with employee choice of health plan (as envisioned by PEHCCP supporters) in an
environment with arate band greater than 10%.

? InKansas, all but one health plan declined to participate in an environment similar to
Wisconsin's. With only one participating health plan, the Kansas pool still does not
provide an operational model for Wisconsin.

? Timing can beimportant. Most successful purchasing poolsfirst offered coveragein

the early - to mid-1990’s, when small group reform was high on many States'

legislative agendas and there was agreat deal of interest in the concept of pooling, not
least because pools were an integral part of many federal health care proposals.

Several States also benefited from the strong, vocal support of key leaders, though

this support proved no guarantee for long-term success (as demonstrated in Texas).

Funding and expertise are critical. California s HIPC (Health Insurance Plan of

Cadlifornia) was started by a State agency with aloan of $5.5 million, spent during the

first two years of development and operations and repaid over seven, asthe pool

collected a percent of premium from participating employers. The pool in

-~
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Connecticut was started by a private, statewide business association with a history of
providing health insurance to its members, staff with experience in the industry, and

well-established relationships in the insurance agent community.

Impact of Accesson Utilization

Analysisof statewide survey dataprovided clear evidence of the effects of insurance on use of
health care services. Not only was health insurance directly related to use of services, but the
relationship held when controlling for the effects of other factors related to use of services.
Having health insurance coverage for afull year increased the likelihood of seeing a doctor or
other provider, having a routine check-up, visiting adentist, and having a usual source of health
care. These relationships continued even when controlling for the effect s of age, gender,
education, health status, physically limiting conditions, and presence of chronic conditions.
People with no health insurance for afull year were onefourth aslikely as those covered for a
full year to have visited adoctor or other health care provider; they were onesixth as likely to
have seen adentist during theyear. Thisanalysiswas based on Family Health Survey data
collected in 1998-1999.

Based on these results, utilization would be expected to increase with universal coverage, as long
asthe coverage offered to the uninsured was comparable to existing benefits for theinsured. The
increase would be observed among those who were uninsured as well as among those with
intermittent insurance coverage, athough the latter group would be expected to have less overall
increase in use of services. Utilization of physician visits and check-ups would be expected to
increase the most among uninsured people who have chronic conditions, who arein fair or poor
health, who are low income, and who have physical limitations.

Comparison of Buy -In Programs

Wisconsin enjoys high levels of employer-sponsored coverage. The SPG team looked to lowa
and other Statesfor models designed to capitalize on the good will of the State’ s employer
community.

lowa' s Medicaid program has been “buying in” to employer-sponsored coverage for nearly a
decade. Anita Smith from the lowa Department of Human Services, Division of Medicaid
Services visited with the SPG team to describe her program and discuss ways in which
Wisconsin'sis similar and different. Three members of the SPG team also attended a conference
of State CHIP staff to discuss * Effective Coverage Expansions for Uninsured Kids and Their
Working Parents: Links to Job-Based Coverage.”

Key findings:
? Every CHIP program is structured differently and the issues regarding buy-in are very

complex.
? Theavailability and extent of Medicaid waivers greatly affect buy-in efforts.
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? lowa s HIPP program authorizes buy-in to cost-effective employer-sponsored
coverage for all Medicaid recipients, not just CHIP eligibles. This difference changes
the policy debate around crowd-out, outreach, and other important areas of concernin
Wisconsin.

Thisinformation has not yet been used in policy circles, but will likely be valuablein further
refinement of BadgerCare' s HIPP program.

Wisconsin HIPP program was implemented as part of BadgerCare and became operational in
October 1999. Asof September 30,2001, the BadgerCare HIPP program had enrolled only 43
families. Another 129 families were found dligible for “buy in” to employer coverage, but were
waiting for open enrollment periods.

The HIPP program has found that only about half of the BadgerCare population (familiesat or
below 185% FPL) have access to employer goonsored family health insurance plans. Current
program policies, limited access to employer sponsored family health plans and frequent job
changes, make it difficult to enroll large numbers of low-income families into employer
sponsored health coverage.

As part of the State Planning Grant, the Institute for Health Policy Solutions (IHPS) conducted
an assessment of the BadgerCare HIPP program and made recommendations for increasing
enrollment and improving program operations. |HPS recommendations included such policy
changes as eliminating minimum employer premium contributions, establish BadgerCare HIPP
digihility asaqualifying event for immediate enrollment into employer health plans, include
qualifying self-funded plans for HIPP, and enrolling fami liesinto qualifying employer plans
even if the children are Medicaid eligible. IHPS estimates that implementing their recommended
policy changes could increase the HIPP enrollment by as much as 40%.

SECTION 4. OPTIONSFOR EXPANDING COVERAGE

BadgerCare: A National Model to Provide Access to Low-Income Families

Wisconsin SPG projects were designed and implemented prior to the Administration’s
introduction of the State budget bill and simultaneousto the Legislature’ s budget debates. Asa
result, thetiming of the grant period was not conduciveto initiating legislative policy discussions
based on research evidence and projectsinitiated through the SPG program.

Although the Wisconsin L egislature has not addressed a consensus policy to expand coverage
nor hasit enacted a program to expand coverage or access to health insurance as a direct result of
the State Planning Grant, it isimportant to note that several programs, which expand access to
coverage have been recently authorized or implemented by the State.

In general, previous expansions of health insurance coverage have developed in Wisconsin

through alegidlative approach that categorized atarget population— a group of the uninsured
residents with common characteristics thought to be unable or unlikely to secure health insurance
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without assistance from the State. For example, BadgerCare' s highly successful approach of
covering both low-income children and their parents established important precedent both in
terms of who is eligible for coverage as well as establishing a State-federal partnership to finance
public program costs for anon-traditional population. BadgerCare currently covers
approximately 89,000 family members including nearly 61,000 adults (parents) and 28,000
children in households with income at or below 200% of the federal poverty level.

Wisconsin’s successful negotiation to secure SCHIP “enhanced match” federal funding for
children and adults enrolled in BadgerCare has been vitally important to maintain the strong
support the program enjoys in the Legislature. The fact that BadgerCare enjoys strong
enrollment and wide acceptance among both public and private shareholders may lead to interest
in other State-federal partnerships that address the uninsured - despite an underlying skepticism
or reluctance to commit resources to new federal waiver efforts (and therefore commit to
prescriptive policy/reimbursement rules).

Wisconsin has committed significant new State revenues to support funding increasesin
responseto growing utilization in publicly administered health insurance programs. Specifically,
the State authorized over $45 million in additional funding for BadgerCare. The Legislature and
Governor strongly supported the additional funding needed to maintain the BadgerCare program
without curtailing enroliment asis allowed under Wisconsin's Section 1115 waiver. In addition,
a $430 million increase to the Medicaid budget was approved to reflect revised estimates of
increased enrollment and provider costs for the currentbiennium.

Expanding access to publicly subsidized health insurance for uninsured low-income, working
adults without children may be alogical incremental progression in the State, yet it remainsa
policy concept that iswithout consensus or commitment of funds at the State or federal level.

Recent Policies to Expand Access to Public Coverage

In the course of the State Planning Grant funding period, the State biennial budget was debated
by the Wisconsin Legislature and signed into law by the Governor. Thehealth-related policy
and funding priorities that emerged during the budget debate included proposalsto provide:

? Prescription drug coverage for the elderly (SeniorCare);

? Medicaid coverage to uninsured women diagnosed with breast or cervical cancer; and

? A tobacco control endowment trust fund to support community-based and statewide
public health programs aimed at reducing tobacco use.

Theseinitiatives benefited from strong support by interest groups that represent a specific
category of coverage or population. Well organized, single-issue advocacy (e.g. activistsfor the
elderly, tobacco control, women’s health) has been effective in supporting these incremental
expansions of coveragein Wisconsin.

Despite recent successes and general support of coverage initiatives, such as BadgerCare, State

policymakers are struggling to identify State revenue to maintain programsthat provide the
majority of public coverage. In particular, the Wisconsin Medicaid and BadgerCare programs

DO10029P -52-



are reporting record enrollment and higher than budgeted expenditures. Between July, 2001 and
September, 2001, the number of people enrolled in Wisconsin's Medicaid program increased by
amost 17,000 to 534,500 individuals, its highest enrollment level ever. Further, state costs to
provide Medicaid recipient benefits is projected to exceed the annual percentageincreasein
health care costs nationwide.

Given the concurrent and significant downturn in forecasted and available State revenues, there
islittle likelihood to create fund or expand programs beyond the previously stated priorities.
Indeed, the Legislature and Governor strongly supported the creation of new prescription drug
coverage, called SeniorCare, during the State budget negotiations to satisfy public demand for
such aprogram. Seniorswith income above 240% of the federal poverty level can use
prescription drug expenses to “ spend-down” to become eligible.  Approximately 260,000
individuals are expected to be eligible for the program based on income and age, with expected
enrollment of approximately 160,000 seniors.

In early 2001, Wisconsin was also among the first states to expand its Medicaid program to
cover uninsured women diagnosed with breast or cervical cancer. The program expansion
authorizes comprehensive health benefits for women who are screened for breast or cervical
cancer through an existing federal breast and cervical cancer-screening program. In Wisconsin,
it is expected that several hundred women will become eligible for Medicaid coverage because
of thisexpansion. This expansion proposal was sustained with bipartisan support and the
guarantee of federal matching funds to the State share of Medicaid benefit costs.

Later this year, the Department anticipates federal approval of a pending Section 1115 Medicaid
waiver to implement an eligibility expansion for family planning services to women 15-44 years
of age whose income is at or below 185% of the federal poverty level. It isestimated that
approximately 40,000 women will be eligible for services under the family planning waiver. The
Wisconsin family planning waiver program was explicitly designed to complement the
BadgerCare and Healthy Start initiatives by serving populations ineligible for those programs.
With the additional family planning services provided under the waiver, acomprehensive
approach to women'’ s health will be achieved by providing routine preventive family planning
primary care to al low-income women of childbearing age in the State.

Again, while legislation was not introduced as aresult of SPG activities, it should be noted the
high level of accessto insurance in the State provides important context to the legislative and
policy environment. Recent State and national data shows that access to public and private
health insurance coverage in Wisconsin remains remarkably high. Currently, the Medicaid and
BadgerCare programs provide coverage to over 10% of the State' s total population. Private
employer health plans cover approximately 82% of the population. Asaresult of SPG research,
the State has developed a more comprehensive understanding of the remaining uninsured — and
convened preliminary policy discussions on the issue of expanding accessto health insurance.

Policies to Expand Access to Coverage Through Private/Private Buy-In

New research funded by the SPG confirms that the remaining uninsured peoplein Wisconsin are
most often working adults who do not have children. Uninsured employees arelikely to be
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employed by small businesses or to be self-employed and report alow income. Given these
general parameters, the viability of existing public and private coverage, and therelatively small
number who are uninsured in the aforementioned category— approximately 240,000 individuals
according to the most recent Wisconsin Family Health Survey data - State-level options for
expanding coverage would likely depend on State and federal cooperation and funding.

The Legislature has demonstrated interest in expanding private coverage by enacting legislation
in March 2001, that in addition to approving new funding to support BadgerCare required the
Department to make recommendations on how to increase participation (enrollment) in the
BadgerCare HIPP employer buy-in program.

The Legislature’'s request for recommendations indicates some level of interest in supporting
statutory changes to the HIPP program or to perhaps consider other employer coverage buy -in
policies. A SPG research project supported the Department’ s formal recommendations to the
L egislature which proposeto:

? Simplify application and insurance verification procedures

?  Eliminate the minimum employer premium contribution

? Establish BadgerCare eligibility as a“qualifying event” for immediate enrollment in
an employer plan

? Increase employer awareness of the HIPP program.

State Policy and Funding in a Slow Economy

Liketherest of the nation, the growth of Wisconsin's economy slowed during the past 12
months restricting the ability of the Administration and L egislature to consider new health
insurance programs beyond the consensus items mentioned above. Revenue reductions are
severe enough that State agencies have been required to implement permanent 5% reductionsin
their operating budgets during each of the next two years. The Administration and L egislature
are now considering additional administrative and benefit reductionsin order to address a
potentially significant budget deficit in the current fiscal year. Thefiscal environment has also
served to re-emphasize the importance of Wisconsin’sstrong p rivate health coverage aswell as
the complexities of extending health coverage in a cost-effective manner to the relatively small
remaining pockets of uninsured residents.

The State fiscal environment is seriously compromised by the federal Centersfor M edicaid and
Medicare Services (CMS) decision to disallow approximately $83 million in Wisconsin
Medicaid expenditures. Barring areversal of the CMS position, the State will face immense
pressure to reduce funding that supports of the level of coverage achieved by the Medicaid and
BadgerCare programs.

As mentioned, the L egislature and Administration acted to satisfy public demand for prescription

drug coverage for elderly, targeted Medicaid expansions, and al so to guarantee the on-going
provision of tobacco control programming through the long term commitment of new revenues

generated through the federal tobacco lawsuit settlement proceeds. At the sametime the State's
commitment to maintain alow rate of uninsured by providing comprehensive benefits through
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BadgerCare was underscored by unanimous support of additional funding approved for the
program.

Currently, there is not an active dialogue as to what approach, if any, should be pursued to
increase access to health coverage to the remaining uninsured. Policy options to expand existing
public insurance programsto other non-traditional populations, e.g. low-income, childless adults
or self-employed employees, are currently not possible — and are likely to be debated only if
federal funding is available and the expansion uses a program infrastructure that ensures
participation by private insurers. If, however, proposed expansions relied solely on State tax
revenues to support the cost of administration and benefits, the “ state-only” or “government run”
optionswould likely be viewed cautiously by consumers, policymakers, and private industry.

Since SPG research has only recently become avail able to policymakers, it is uncertain how new
information about the uninsured population will be used to bolster or refute any single policy
option. Clearly, new public or private expansion of health coverage will only be enacted as part
of the larger State budget debate in two years and, as such, in the context of the overall economic
condition of the State.

Absent federal initiatives to expand access to health insurance coverage, future State policies will
most likely seek to strengthen partnerships with local government and community agenciesto
provide basic primary health care services and prevention programs.

SECTION 5. CONSENSUS BUILDING STRATEGY

Wisconsin undertook a number of activities to foster consensus around the activities conducted
as part of the State Planning Grant.

The Wisconsin State Planning Grant Program (SPG) was authorized by former Gov. Tommy
Thompson to develop and conduct arange of research and policy related activities. Under the
auspices and designated authority of the Division of Health Care Financing in the Department of
Health and Family Services, a SPG team was assembled and in tegrated to the existing decision-
making structure of the Department and the Administration.

SPG staff were identified according to their expertise and responsibility for health programs and
research within DHFS. Department staff further identified key representatives of other State and
local agencies and private industry or advocacy groups to participate in arange of funded
projects. Individuals and organizationsidentified as SPG partners were designated a State staff
liaison or contract officer. Regular meetings and continuous communications between SPG team
and our partners were conducted throughout the grant period.

The Governor’s Office approved the SPG application and was routinely updated on SPG
projects. Staff of key members of the Wisconsin Congressional delegation and State L egislature
also received regular updates and communication from the SPG project staff. Ultimately, the
SPG presented initia findings and supported a policy forum at a statewide conference held in
Madison in Septembe 2001. Approximately 250 attendees representing consumers, health
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provider groups, the insurance industry, health advocates, academic researchers, el ected State
and local officials, employer associations and other State agencies participated in the conference.

SPG projects sought input on issues rel ating to the uninsured through the use of focus groups
including several with uninsured, low-income employees, small business employers, and
uninsured individuals from minority groups. Other groups disproportionately represented among
the Wisconsin uninsured population, e.g. farmers and low-income young adults were surveyed to
ascertain specific circumstances related to not having health insurance. SPG partnerships with
local government (e.g. Dane and Milwaukee counties) and interested organizations (e.g. National
Federation of Independent Businesses, Marshfield Clinic) wereimportant venues for the
collection and initial analysis of this information.

The SPG program convened a conference policy forum comprised of adiverse group of
stakeholders including elected officias, business |eaders, top State and local government
officials, and researchers to discuss the current environment for expanding access to health
insurance. The dominant concern raised by the panel was increasing health care costs. Cost
increases were cited as a roadblock to further public program expansion and an immediate threat
to the State’ s ability to sustain both public and private coverage at the current level.

In particular, cost pressures relating to private employer premiums were thought to be
detrimental to new expansions. Severa health sectors including pharmaceutical costs, hospital
capital expenditures, and labor shortage issues were also described as limiting factors or areas of
concern by policymakers and interest groups. Opportunitiesfor coverage expansionswere
generally lessfocused on providing coverage to the uninsured than to strengthening coveragein
the private sector. The need for new federal lawsto allow exp ansion of inter-state multiple
employer associations (MEAS) and to expand the use of medical savings accounts were priorities
of small business |eaders.

Wisconsin SPG projects and research were disseminated through various outlets including local
print media, the release of information by SPG business partners, State agency press releases,
direct mailing to interested parties and networking through SPG contractors. In addition, aweb
site that will contain issue briefs, public presentations, the final report and other miscellaneous
information on the Wisconsin SPG activitiesis currently under development.

Although the SPG projects have only recently concluded, preliminary analysis of new State and
federal data and research has been reported and utilizedin important policy discussions on the
uninsured. The national security crisis and the concurrent State and national economic
downturn that has focused policymakers' attention on core State budget issues temper this
progress.
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SECTION 6. LESSONSLEARNED AND RECOMMENDATIONS
TO STATES

Wisconsin's experience in administering its State Planning Grant has proven to be a most
valuable one. One of the most critical activities conducted under the grant project was
undertaking aredesign of Wisconsin's State-specific health survey — the Wisconsin Family
Health Survey (FHS). Grant activities also allowed the State to gain valuable insights on

working with community and employer groups. The following section comments on lessons
learned from certain of the projects, describes the grant management structure that proved

successful in Wisconsin and briefly comments on projects that were proposed in the original
application that were not conducted.

Family Hedlth Survey Re-Design

Wisconsin firmly believes that Sate-specific data are necessary to effectively inform discussions
on issues of the uninsured engaged in by State legislators, policymakers, community advocates,
and program managers. Although some State-level data collected at the national level is
valuable in that it allows comparisons across states, decision-makersin Wisconsin have cometo
rely on State specific data collected and analyzed with State resources.

The Wisconsin Family Health Survey has been the State’ s primary means to obtaining State

g ecific dataon the number and characteristics of the uninsured in Wisconsin for severa years.
With the FHS, Wisconsin has had the ability to inform policy discussions with annual health
insurance coverage data obtained through the FHS. In addition, the FHS allows documentation
of changes from one year to the next which is key to identifying trends in Wisconsin’s insurance
coverage.

The State Planning Grant, however, provided the opportunity to examine the ways in which the
Family Health Survey has beenused, and to modify the survey to make it more useful to
Department staff as well as other groups.

Five meetings were held with approximately 50 Department of Health and Family Services staff
members, to discuss ways in which they have used the Family Hedth Survey, barriersthey have
found in trying to use it, and areas that they would like to see revised or improved. Additional
conversations were held with various survey stakeholders outside the Department, including
legidators, researchers, advocacy group leaders, and staff from other State agencies. Widespread
interest in and support of the Family Health Survey was found, along with multiple suggestions
for improving the utility of the survey results. Some of the suggestions will be implemented in
the 2002 version of the survey, while others will be addressed in future years.

For example, beginning in 2002, a Spanish tranglation of the survey instrument along with an
oversample of Hispanic residents will be implemented to strengthen the data available for
analysis of thisgrowing minority group. A sample large enough to provide county-level
estimates, however, is beyond the scope of the survey’ s budget and mission, although the need

for county-level datawas frequently mentioned. A summary of all discussion group findingsis
available upon request.
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Under the SPG, a survey contractor was hired to assist with technical aspects of the FHS survey
redesign. The contractor reviewed the current survey instrument and provided specific
suggestions for questions and topics that need to be revised. The contractor has also provided
guidance in developing aformat for transforming data collected during the telephone interview
into a data set for analysis. The amount of time and effort needed to make this transition to
useable datain the past had become alarge burden for both Department and contractor staff.
Much of this burden was due to the complex structure of the Family Health Survey interview,
with one proxy respondent providing both household - and individual-level responses so that
every household member would be represented in thefinal dataset. Instead of simplifying the
interview structure, and losing the rich detail afforded by this structure, the new dataset format is
expected to reduce staff burden in processing each data set.

The survey contractor also conducted an experiment with mailing advance letters to part of the
sample, to determine whether the letter would increase the response rate. Given the somewhat
small sample available for the experiment, no effect on response rate was found.

Several other states have conducted State health surveys, many of them focusing on health
insurance coverage issues. Information about the topics covered and questions asked in a
number of these surveys was compiled and reviewed in preparation for revisions to the Family
Health Survey. In addition, background information about survey funding, management within
State government, and overall survey design was collected to help frame the possibl e areas of
changefor the FHS.

The SPG program has provided Wisconsin the opportunity to make significant additional
investmentsin the State’ s most critical data collection tool for health insurance coverage issues.
The addition of anew question set on employment and insurance with the redesign activities will
serve the State' s data collection needs extremely well for many years to come.

Lastly, it isimportant to point out, though, that the Wisconsin State Planning Grant used a
variety of methods (quantitative and qualitative) to produce new State-specific data about the
uninsured, and specifically about the relationship between employment and insurance coverage.
The combined methods yielded a much richer picture than could any single method.

Partnerships

Asoutlined in previous sections of the report, Wisconsin utilized a variety of data collection
technigues and contracted with national, State and local organizations. The largest contracts
were with national organizations that had specific expertise and p rior experience in arelated
field. The data collection activities conducted under these contracts could not have otherwise
occurred under the one year timeframe. the relative to the resources expended in conducting
the work.

Community Partnerships Wisconsin also entered into a number of agreements with

organizations at the State or local level for the conduct of focus groups, surveys and data
analysis. Although the funds associated with these activities were small, the person resources
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expended by State staff in providing direction and oversight to the partner agencies was
significant. Nonetheless, the data obtai ned from these community-based efforts was very

valuablein providing qualitativeinformation from groups of people with specific circunstances.

Building community partnerships was an effective strategy for improving data collection. Under
the SPG grant program, the State was able to tap into local sources of information and further
develop data collection efforts with community partners. It allowed the State to obtain valuable
information and gain perspective on issues of the uninsured from a community or local
viewpoint. These partnerships also served to allow local entities the resources to conduct
research that may have been contemplated, but unaffordable.

The State learned about competing priorities and interests between various stakeholders within
communities and became increasingly aware of how these influence expectations with regard to
the State’ srole in addressing the issues of the uninsured. Each locality, whether it be a county,
city, provider network or some other entity, facesits own unique challenges with regard to issues
of the uninsured. Particular groups of uninsured face barriers to health insurance coverage for a
variety of reasonsthat, perhaps, could be most effectively addressed at the local level or through
pooling of resources and State-local partnerships.

Business Community Partnerships. Very early in the SPG planning process, it was evident that
the business community would be key to the research conducted under the grant. Because of the
high rate of employer-based insurance coverage in Wisconsin, asignificant portion of the grant
activitiesfocused on obtaining data and other information that would provide abasisfor
developing policiesthat would build on and leverage privateinsurance. To thisend, small
business associations and small businesses themselves were directly involved in research
conducted under the grant. They were asked general questions about their experiences and
perspectives on health insurance issues and also reacted to specific models of increasing access
to health insurance. Clearly, the employer community is experienced and well-informed on
theseissues. Itisevident that the success of program models that are coordinated with private
insurance would highly dependent on buy-in from the business community.

For example, in the development of the Health I nsurance Premium Payment (HIPP) program
under BadgerCare, the State worked closely with the business associations in developing policies
and communications for the program. In addition, the State continues to seek feedback from the
business community in efforts to improve and sustain the HIPP program. The business
community has reacted favorably to this effort to form a public-private partnership for a common
good.

Organizational or Operational L essons

The Wisconsin SPG project was organized around a core team of individuals primarily from the
Division of Health Care Financing in DHFS, but aso including several members with expertise
in health insurance from outside organizations. The core team met often and regularly and
served as an efficient and effective vehicle for the planning, coordination, analysis, evaluation,
information sharing and product development activities associated with grant management. This
approach allowed the project director direct involvement and oversight of all activities directed
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by team membersin order to ensure a clear and coordinated courseof action toward obtaining
the goals of the SPG grant program.

For Wisconsin, this organizational approach seemed optimal for avariety of reasons. First, the
fact that Wisconsin had recently implemented a major expansion of health insurance for low
income families, made working toward another expansion effort during the grant period unlikely.
Garnering political and fiscal support for further expansion efforts at a time when BadgerCare
was still in need of this same support would not become areality. Further, with the State budget
process coinciding with the grant period, a split Legislature and the fact that the research had yet
to be completed, the development of an organizational structure designed to build consensus was
not pursued. Rather, Wismnsin elected to conduct grant activities within the realm of State
agency operations.

Proposed Projects Not Conducted

There were several smaller components of Wisconsin's original application that were not
conducted as proposed. These activities and t he reasons they were not conducted follow:

? Comparison of cost datafor Milwaukee County’s general assistance medical program
(GAMP) and Wisconsin Medicaid/BadgerCare recipients. — In conducting data
collection activities for GAMP participants, it became dear that a direct comparison
of the cost of care associated with this group with that of Medicaid/BadgerCare
would not be avalid comparison as the program purpose, rules and components for
each are not the same. For example, under the GAMP program, individuals typically
enter the program at the point when they areill and seeking treatment. Thisfactor
aone could significantly influence cost differentials between the programs.
Differencesin data could not be attributed solely to differencesin the popul ations
served by these programs.

? Actuarial analysis of target population remaining uninsured for the purpose of
establishing abaseline of information on typical benefit plans available to |ow-
income employees. Early discussionsrevealed that it was unlikely that this effort
would result in information relevant to future efforts in Wisconsin.

? Collection and analysis of data and information about uninsured and underinsured
recipients from existing State, federal and local programs. This proposed activity

continues to have merit. However, the complexities of establishing a common
definition of “underinsured,” combined with limited staff resources, prevented its

completion during the grant period. The State may pursue this research in the future.

Intermsof research that further inform questions related to employee perspectives on health
insurance, it would be valuable to conduct additional focus groups with low-wage employeesin
Wisconsin. Dueto time limitations and logistical difficulties, low-wage employee focus groups
participants represented only two communities (Milwaukee and Appleton) in the State. Asis
often the case, it may be that Milwaukee and other more urban residents have different
perspectives on issues compared to those who reside in other areas of the State. To enhance the
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statewide policy relevance of the research conducted with lowwage employees, Wisconsin
could pursue the conduct of additional focus groups with low-wage employees from other
smaller urban and rural areas across the State. The State is considering this additional research
asit reviews the availability of grant funds for the extension period.

SECTION 7. RECOMMENDATIONSTO
THE FEDERAL GOVERNMENT

Ongoing Support for Data Collection at the State Level

The State Planning Grant project has provided a solid base of new information on accessto
health insurancein Wisconsin. The activities conducted under the grant have served to build on
and supplement data collection efforts administered and funded by the State on an on-going
basis. Because of these efforts, Wisconsin now has areliable set of data and other information
that can better inform future policy debates on issues of the uninsured. However, even though
Wisconsin has established the mechanism for regular collection of data, it may not have adequate
resources that allow complete and timely analysis of the data once collected.

The value of having current, State-specific data that adequately informs policy decisions and
debates cannot be overstated. Therefore, Wisconsin recommends that the Federal government
consider continuing financial support for States for the administration of data collection efforts
that help States better understand health insurance coverage issuesin their respective State.

Wisconsin has demonstrated the significance of data collection efforts that can be accomplished
with additional financial support from the Federal government. Inlessthat ayear, Wisconsin
has:

? Developed and fielded anew questions set on employer sponsored health insurance
within the existing Family Health Survey (FHS) and has completed preliminary
analysisof thedata

? Prepared and disseminated reports on current and new data

? Used existing data to conduct further analysis and reports on certain categories of
Wisconsin’s uninsured to respond to specific policy questions

? Redesigned and retooled the FHS

Under the SPG projects, the State was al so able to provide FHS data specific to aparticular
county. County-level dataiskey to local efforts. With Wisconsin’slow rate of uninsured, the
ability to “drill down” to identify the characteristics of the uninsured at the county level becomes
very important with regard to local policy considerations and State-local partnershipsor
collaboration. Ongoing support for such efforts could have a significant impact on the
development of effective and successful approaches to addressing the issues of the uninsured.

Federal support with flexibility could also assist statesin:
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? Generating alarge enough sample to study the uninsured--aminority of the
population

? Supporting staff resourcesto analyze survey data. Thiswould especially benefit
states that have an ongoing survey yielding asignificant volume of data, but that have
relatively few resources for data analysis.

? Structuring and conducting targeted surveys of groups of interest, secondary analysis
of survey data or other supplemental data collection activities.

The federal government’ s current research on health insurance coverageisvery strong. The
Medical Expenditure Panel Survey is excellent. The Agency for Healthcare Research and
Quality has built good systems for dissemination of aggregate data and for making public use
dataavailable. The federal government should continue its current work but, perhaps, reevaluate
what information is most useful and applicable and make dlight changesin emphasis
accordingly.

These recommendations could also apply to foundation support of health care servicesresearch.

Identify Target Populations and Strategies

The wealth of information shared by SPG grantee states will serveto help the Federal
government identify key target populations of the uninsured. In addition, research findings will
include new information that will help the Federal government and states formulate strategies for
providing access to the uninsured.

However, the Nation and many States are currently facing unique circumstances and intense
competition for existing resources. As stated previously in thisreport, Wisconsin, too, is
experiencing a downturn in the economy and declining State revenues. Given that Federal and
State governments alike are facing significant budget challenges, it is recommended that current
efforts focus on assembling the information obtained through this grant program to develop
viable strategies for reaching out to the uninsured that could be offered when adeguate resources
again become available. It would not, seemingly, bein the States' best interest to make federal
funding available for programs that increase access to health insurance coverage and to pressure
statesto find the matching funds when simply sustaining funds for existing programswill be
difficult.

Conduct Additional Research on Health Care Costs

Research, whether national or local, consistently shows that health insurance positively affects
health status...and the health status of our citizensiscritical to the overall well-being of our State
and Nation. In Wisconsin, for example, the FHS shows that:

? 85% of persons who reported themselves as insured saw a doctor last year as opposed
to 58% of those uninsured; and

? that more people who perceive their health status as only fair or poor were uninsured
al year
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Further, arecent national survey also found that uninsured children were 70% more likely to not
have received medical care for common conditions.

In the end, however, efforts aimed at improving health care coverage cannot be discussed

without addressing, rising health care costs. Asa State and a Nation, we need to get to the root
cause. We cannot have increased access unless health care costs are contained.

The private sector provides the vast majority of health insurance coverage both in Wisconsin and
nationally. But the private sector is experiencing significant increasesin premiums and rates. In

Wisconsin, rates for health insurance for State employees will see avery significant increasein
2002:

? 14.6% for HMO plans on average
? 18.3% for more traditional indemnity plans

Likewise, the public sector isfacing significant cost increases in the publicly funded health care
programs. The Congressional Budget Office predicts that Medicaid will grow at an average
annual rate of 8.6% through year 2011. Further, public spending on health care programs
nationally is now about equal between Medicare and Medicaid. The current annual Medicaid

budget in Wisconsin is $3.4 billion and, because it is extremely sensitive to economic conditions,
itis now growing.

With our national economic conditions undergoing significant changes and stress, it become
essential that initiatives to reach more uninsured persons need to be linked to effective
prevention strategies. In Wisconsin, half of all deaths each year are directly related to only afew
preventable causes. Advancesin public health in the 21st century will come from:

? increasing access and utilization of preventive servicesto catch problems and risk
factors early

? reducing the impact of disabling conditions

? life style changes by individuals

The underlying issue of increasing health care costs was adominant theme among the

stakeholder groups represented on the policy options discussion panel at Wisconsin' s statewide
conference on the uninsured. The business community, health plans, advocacy groups and

government recognize that containing health care costsis integral to the success of existing and
future expansion efforts.

With this, Wisconsin recommends that the Federal government further investigate health care

cost trends and strategies for contai ning these costs, including the use of evidence-based
medicine and the promotion of healthy lifestyles.
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APPENDIX |

Baseline Information For Wisconsin

Total Population (2000 5,363,675

Number and Percentage Uninsured (2000): 209,000 (4%)

M edian Age (2000)%° 36.0

Per cent of populaion livingin poverty (2000) 8.8 (avg. 1998-2000)

8.9 (avg. 1999-2000)

Non-Farm Industriesin Wisconsin by Employment (2000)*’

Services and Miscellaneous 765,920
Wholesale & Retail Trade 635,990
Manufacturing 616,610
Government 404,710
Finance, Insurance, and Real Estate 148,570
Transportation, Communications, and Public Utilities 133,460
Construction and Mining 128,950

Number and Percent of Employers Offering Coverage:

Thefollowing data was obtained fromthe 1998 MEPS-|IC survey conducted by AHRQ.

Number of Establishmentsin Wisconsin, 1998: 130,100
Number that Offer Health Insurance, 1998: 73,700
Percent: 57%

For more detailed information, please see Section 2 of this report
Number and Percent of Self-Insured Firms: Not available
Payer Mix:
In the 2000 Wisconsin Family Health Survey, questions were asked about respondents’ current
health insurance status. This provides an estimate that isa“ snapshot” of Wisconsin at one point
intime. Based on the responses to questions about current health insurance status,

& 76% of Wisconsin residents have only private health insurance including employer-

sponsored and privately purchased coverage. Thisgroup doesnot includeindividuas
with Medicare or Medicaid coverage.
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& 2% of Wisconsin residents have coverage under Medicare alone.

& 10% of Wisconsin residents have coverage from a combination of Medicare and private
insurance (with 4% of these having employer-sponsored private coverage).

& 2% receive health insurance through a combination of sources.

In addition, based on enrollment data for Medicaid and BadgerCare, approximately 11% of the
state’ s population had coverage covered under one of these programs in September 2001. It
should be noted that Medicaid and BadgerCare wrap around other insurance coverage, so the
percentage of residents with private health insurance coverage and the percentage covered under
public programs are not mutually exclusive.

Provider Competition:
? SPG Adivitiesdid not assess provider competition in Wisconsin’s marketplace.
Insurance Market Reforms:

& High Risk Pool — The Wisconsin Health Insurance Risk Sharing Program (HIRSP) offers
health insurance to Wisconsin residents who, due to their medical corditions, are unable to

find adequate health insurance coverage in the private market.

& Small Employer Purchasing Pool — Wisconsin's 1999-2001 budget act authorized the design
and operation of Private Employer Health Care Coverage Program (PEHCCP), arisk pool for
small employersto purchase group health insurance for their employees. The program is still
in the design phase and is not yet operational.

& HIPAA Compliance— Wisconsin Act 27 of 1997 brought Wisconsin insurance laws into
compliance with the federal Health Insurance Portability and Accountability Act of 1996
(HIPAA). The changesincluded new restrictions in the group and individua markets,
generally expected to assure better continuity of health insurance coverage.

& Non-discriminatory practices— Employersthat offer health insurance to offer the same
health care plan to all of their employees.

&  Guaranteed Availability/Issue — Small market (groups consisting of 2 to 50 individuals)
insurers must make al their small employer health plans available to al small employer
groupsthat apply. Wisconsin law also has limited rate restrictions for small employer
groups. Fully insured group plans are al so subject to guaranteed renewability
requirements. In these markets, insurance companies are requiredto renew group
coverage each year aslong as premiums are paid on time and there is not evidence of
fraud.

& Pre-existing Condition Exclusion Periods— A fully insured small employer plan (2 to 50
employees) can exclude coverage for preexisting conditionsfor up to 12 months.
Preexisting conditions must meet a new definition and must have occurred within six
months prior to anindividual’ s date of enrollment. Self-insured plans can exclude
coverage for preexisting conditions for up to 12 months. Again, preexisting conditions
must meet a new definition and must have occurred within six months prior to the date of
hire.
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Eligibility for Existing Coverage Programs (Medicaid/SCHIP/others):

Federal Medicaid Eligibility
Poverty Level 2500,
0,
20 Medicaid
210% Purchase Plan
o (MAPP)
200%| -200% — —- Long Term
Care
18504 Medicaid
BadgerCare&
150% Family Medicaid
100%,
93%
£39 Adultson
a SSl or
50% Caretaker SSl-related
Relativesin Medicaid
Family Medicaid
(No Asset Test) (No Asset Te) ($2,000 Asset Limit) [ ($2,000 Asset Limit) | ($15,000 Asset Limif)
0% Parents& Caretakers Elderly, Blind Ipaﬁtonsm a Working :{‘l“r:;f)"’h"
i alongterm care H .
Children < 19 who are not & Disabled .nslg.tut.on o Disabled *Elderly
parents Adults participating Adults  Disabled
in a community «Caretaker
waiver sprogram Relatives
Eligibility Groups

Use of Federal waivers:

Wisconsin has applied for and received several federal waivers to expand coverage and enhance
services to Wisconsin residents. Recent requests include waiversfor the BadgerCare program,
the Family Care program, and Family Planning services. Wisconsin has also received severa
community -based waivers, aswell aswaiversfor other targeted population groups.

Although thisis not a comprehensive listing of al of Wisconsin’s waiver requests, it provides an
overview of the use of federal waiversin the state.

BadgerCare: Wisconsin's BadgerCare program is the state’ s highly successful SCHIP program
that covers both low-income children and their parents. BadgerCare was implemented upon
approval of awaiver of certain federal requirements under Section 1115 of the Medicaid statutes.
BadgerCare currently covers approximately 89,000 family members including nearly 61,000
adults (parents) and 28,000 children in households with income at or below 200 percent of the
federal poverty level.
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Family Care: Wisconsin has received approval of four federal waivers under Section 1915 for
Family Care, along-term care program that provides services to elderly persons, physically
disabled adults, and to alimited degree, adults with developmental disabilities. Thisprogramis
currently available only in alimited number of countiesin the state. The waivers authorize the
stateto: 1) use Medicaid fundsto provide home and community based servicesinstead of only
ingtitutional care for people whose care needs would qualify for Medicaid funding in a nursing
home, and 2) make home and community based Medicaid waiversin pilot counties available
only through the prepaid capitated Family Care benefit.

Family Planning: Later thisyear, the Department anticipates federal approval of apending
Section 1115 Medicaid waiver to implement an eligibility expansion for family planning services
to women 15-44 years of age whose income is at or below 185 percent of the federal poverty
level. Itisestimated that approximately 40,000 women will be eligiblefor servicesunder the
family planning waiver.

Community-Based Waivers. Wisconsin has received approval of several Medicaid community -
based waiver programs that offer medical and support services to certain groups of Medicaid-
eigiblerecipients. Thesewaiver include servicesto targeted groups of individuals, including:

& Elderly and physically disabled through the Community Options Waiver (COP-w)
program and Community Integration Il (CIP 11) waiver;

& Developmentally disabled through the Community Integration IB (CIP IB) Community
Integration 1A (CIP IA), and Community Supported Living Arrangement (CSLA)
waivers; and

& People with brain injuries through the Brain Injury Waiver (BIW)

SS Waivers. In May 2001, Wisconsin implemented an SSI Waiver that allows participants to
have the ability to increase and save their earnings, subsequently reducing their dependence on
SSI cash benefits. As such, the SSI Waiver removes major barriers to employment for people
who receive benefits under the Supplemental Security Income program. For example, absent the
walver, if aperson currently has more than $2,000 in savings, he or she would be ineligible for
the SSI benefit. Under the waiver, people who work will be allowed to save up to 50% of their
earnings annual ly to purchase items such as a house or modificationsto a car so they can get to
and from work. An important feature of the waiver will eliminate the need for disability reviews
for peoplewith permanent disabilities so that individual swith permanent disabilities will not risk
losing their eligibility for health care under Medicaid just because they are working. Itis
estimated that 1,200 to 1,800 Wisconsin citizens will take advantage of thiswaiver.

& Wisconsin is also seeking approval from the Socia Security Administration for asimilar
waiver for the other major disability program Socia Security Disability Insurance. SSDI
isthefederal program for people who have had awork history before they became
disabled.

Other Waivers. Wisconsin waivers h ave targeted other population groups and services. For
example, Wisconsin has submitted awaiver request for persons with AIDS.
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APPENDIX [I

Links To Research Findings And M ethodologies

Wisconsin Family Health Survey:

http://www.dhfs.state.wi.us/stas/familyheathsurvey.htm

The Wisconsin Family Health Survey methods are described and results are presented in the
annual report, Wisconsin Health Insurance Coverage, 2000, available at thissite.

Wisconsin State Planning Grant

This site is currentlyunder development, but will contain all materials distributed at the State
Planning Grant Conference, Who Are the Uninsured in Wisconsin?, including an overview of
Wisconsin’s SPG research projects, a set of briefing papers used to disseminate results from
several Wisconsin State Planning Grant projects, and conference presentations. In addition, the
final report to HRSA will be posted on the web site.
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Data Sources

Wisconsin Family Health Survey

The Wisconsin Family Health Survey is arandom sampl e telephone survey of Wisconsin
households. The sampling frame consists of all Wisconsin households with aworking telephone.
The sample design includes five geographic strata and one oversample stratum which is expected
to produce at least 20% black respondents. Data set weights adjust the final results to account

for disproportionate sampling rates and response rates across the six strata.

The adult in each household who knows the most about the health of all household membersis
selected to answer all survey questions during the telephone interview. This person answers
survey questions for him/herself as well as for al other household members. The fina FHS
sample for 2000 consisted of 2,664 household interviews, representing atotal of 6,894
Wisconsin household residents. The overall response rate was 66%.

The Wisconsin Family Health Survey has been conducted on a continuous basis since 1989 by
the Wisconsin Department of Health and Family Services (DHFS). Annual reports of survey

results are available. For more complete information about survey design and methods, please
see the most recent reports on the DHFS Web site (URL isin Appendix I1).

The State Planning Grant did not have any direct effect on the design or conduct of the 2000
Wisconsin Family Health Survey. This survey was planned in late 1999, and represented a
continuation of previousyears surveys.

SPG Focus Groups, Interviews and Surveys

L ow-Wage Employees and Small-Business Employers

To better understand employees’ perceptions of obtaining coverage through their employer
relative to other sources of coverage, three focus groups with uninsured low-wage employees of
small firms were held July 30 and 31 in Appleton and Milwaukee. A total of 24 employees
participated. The participants were either full -time (15 participants) or part-time (9 participants)
employees of small firmsthat do not currently offer health insurance coverage and who have
family incomes between 100 and 200% of the federal poverty guideline. In addition, nine focus
groups and 17 phone interviews were conducted with small-business employers. A total of 63
employers participated in the focus groups. Small business employers were defined as having
between two and 50 employees, and having at least one employee earning less than $10 per hour.
Separate focus groups were conducted with employers who did and did not offer health
insurance.
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Minority Racial and Ethnic Groups

Five focus groups were conducted in Dane County. Dane County’s population issimilar to the
State population in terms of its diversity. Three focus groups were with Latino residents: two
with persons who did not have health insurance and one with individual swho had health
insurance. One focus group was conducted with African American residentswho did not have
health insurance. Lastly, one focus group was conducted with Hmong residents who had health
insurance. Having insurance was defined as having third -party coverage (private or public) for
primary health care services.

The recruitment process was not random. Most focus group participants knew their recruiter,
because it was expected that participation would be higher if participants trusted the recruiter.
All focus groups were conducted at locations accessible and familiar to participants. In addition,
all focus groups were conducted in each population’ s native language, with moderators that were
well known and trusted members of the respective communities In some cases moderators were
interpreters and other staff employed by local health care providers.

In total there were 41 participants. Twenty -five people participated in the focus groups of Latino
residents who were uninsured; five people participated in the groups of Latino residents who had
health insurance; six people participated in the African American focus group; and five people
participated in the Hmong focus group. Participants were not screened for gender, marital status
or other demographic criteriaapart from race or ethnicity.

18t0 24 Year-Olds

In June 2001, the Department of Health and Family Services in cooperation with the Family
Health Center of Marshfield, Inc. (FHC) conducted a brief survey of 18 to 24 year-olds who use
the FHC dliding scale program. Questions were asked about employment, student status,
availability of insurance (other than Family Health Center membership), and barriersto
obtaining health insurance. While the survey is not representative of 18 to 24 year-oldsin the
State, it provides additional information about an age group often considered vulnerable with
respect to access to insurance. A 40% response rate was achieved, with 72 of the 179 mailed
surveys being returned.

In addition, in September 2001, three focus groups were conducted in Dane County with 18 to 24
year-olds who had visited a hospital or urgent care center in the past year and who were
uninsured. Participants were recruited by phone and mail, with most participants screened by
phone. A total of 31 people participated in these focus groups.

Farmers and Their Families

In July 2001, a survey was conducted by the Department of Health and Family Servicesin
cooperation with the Family Health Center of Marshfield, Inc. The survey was mailed to 68
farmers who participate in the FHC dliding scale program. The survey was returned by 34
farmers or 50% of the sample. Questions were asked about availability of insurance and
preferences for insurance coverage.
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In addition, although not funded by the State Planning Grant, in September 2000, the Barron
County Health Department conducted a survey of dairy producersin Barron County. Surveys
were mailed to 809 dairy farmersidentified through the Farm Service Agency. The survey
achieved a 28% response rate with 228 surveysreturned. The respondents were not asked about
farm size. The respondents were asked to report on their own insurance coverage and that of
their families where applicable.

Employer Questions

The Wisconsin family health survey isatelephone survey of Wisconsin residentsthat collects
information on health insurance coverage, health status, health problems and the use of health
care services. More detailed information on the survey is provided above.

The Medical Expenditure Panel Survey (MEPS) isan annual survey conducted by the U.S.
Agency for Healthcare Research and Quality (AHRQ). The data used under the SPG was
derived from the MEPS I nsurance Component, which isasurvey of employers. The samplesize
for Wisconsin is 800 employers. Much of the datais based on the survey that was conducted in
1999 with questions for the 1998 calendar year. Special tabulations for 1998 were released in
2001. The survey collects data at the establishment level, rather than the firm level. Thefirm
generally refersto the entire company, including the headquarters and all establishment sites,
while the establishment refers to one location site.
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Health Plan Market Research Report

EXECUTIVE SUMMARY

The Wisconsin legislature created the Private Employer Health Care Coverage
Program (PEHCCP) in 1999. The goal of the program is to create a voluntary,
private sector health insurance purchasing pool for small businesses. In
addition, the Department of Health and Family Services was provided State
Planning Grant funds to support a broad array of research projects that support
the development of policy options for the uninsured. The State of Wisconsin
Office of Private Employer Health Care Coverage requested Deloitte & Touche’s
assistance in obtaining and compiling information regarding current small group
(2-50 lives) underwriting practices and procedures. A summary of our findings
and observations is included in this report.

Based on our research as well as our industry experience, overall underwriting
practices vary little in the small group market. However, health plans do have the
ability to modify some procedures. State law mandates many of the practices that
must be followed.

While the review of historical claims experience is a common way to underwrite
large group business, the evaluation of individual health history information on
prospective groups is standard practice in the small group market. This would
include the evaluation of medical information on eligible dependents, as well.
The medical information obtained is used by the plan to determine rates for each
group. The method of evaluating the health history forms is at the discretion of
the plan, but must be a standard procedure for each group that requests a quote
for coverage. Plans must work within some legislative parameters in the initial
rate setting process. Under current Wisconsin law (as of July 2001), insurers
may not vary new group rates based on health status, claims experience or
duration of coverage (collectively, “risk characteristics”) more than 30% above or
below a midpoint (median) rate for groups with similar “case characteristics”
(age, sex, geographic location and occupation) and benefit design
characteristics. At the time of this writing, a proposal is before Wisconsin’s
Governor to tighten this “rate band” to plus or minus 10% from the midpoint and
to include occupation within “risk characteristics.”

Each insurer has the right to choose which factors will be used in its underwriting
processes, but these factors must be applied uniformly. Standard factors that
affect the underwriting process include:

= Demographics (age/sex, size of group and family composition)

& Geographic area (area where care is most likely to occur, which could
mean more or less access to network providers)

& Industry or occupation (SIC codes are generally used)

& Minimum participation and employer contribution requirements
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The insurer is not required to provide a first-year rate guarantee for new
business. However, even though the plan has the ability to change the rates
mid-year, it is not common practice and can be a significant administrative and
financial burden for employers.

The renewal process for small group insurance is distinctive because it generally
has two separate components. Initially, the plan will evaluate the experience of
its small group block of business to determine “trend” (the rate at which
underlying health care costs influence premiums) and use this information to set
base rates. Secondly, the plan will obtain claims experience for the group in lieu
of requesting new health history forms. Analyzing the claims experience will
allow the plan to determine an estimated potential fisk. Because this claims
experience is typically less credible for small groups than large groups, State
regulations limit the use of this information in setting renewal rates. The portion
of a particular small group’s rate increase attributable to their health status and
claims experience (as distinct from “trend” and demographic factors) cannot
exceed 15%.

The most prevalent form of marketing in small group business is through the use
of a traditional agent/broker relationship. Commissions are used toreimburse
the agent/broker for their services and are typically based on the number of
enrollees. Depending on the size of the plan, insurers may also use captive
agents or a direct marketing approach.

Understanding the current environment in which small employer group plans are
offered provides a baseline of knowledge. Any health insurance purchasing
program developed will have to operate in light of, or in spite of, the existing
environment. The primary goals of the purchasing pool and the resources
available to achieve those goals will be the strongest determinant to the
development of a strong and successful program.

BACKGROUND

The Wisconsin legislature created the Private Employer Health Care Coverage
Program (PEHCCP) in 1999. The goal of the program is to create a voluntary,
private sector health insurance purchasing pool for small businesses. In
addition, the Department of Health and Family Services was provided State
Planning Grant funds to support a broad array of research projects that support
the development of policy options for the uninsured. The State of Wisconsin
Office of Private Employer Health Care Coverage requested Deloitte & Touche’s
assistance in obtaining and compiling information regarding current small group
(2-50 lives) underwriting practices and procedures.
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The worksteps included:
1) Determining the health plans to be surveyed
2) Developing a survey tool
3) Conducting the survey
4) Summarizing and compiling the findings
5) Drafting report

METHODS
Plan Selection

Based on input from the PEHCCP, Deloitte & Touche initially compiled a list
of 25 health plans, which represent both managed care and indemnity type
plans. The primary source of this list was the 1998 Small Employers' Market
Share Rankslist that was obtained from the State of Wisconsin, Office of the
Commissioner of Insurance website. (The 1998 list was the most recent
available.) See Appendix A for Market Share Rankslist. The list represents
plans that serve the entire State of Wisconsin as well as those that are
available only in specific geographic areas. The top 25 plans on the list in
market share percent order were chosen to participate in the study. Atrium
Health Plan was an addition to the original list due to its participation in the
State of Wisconsin Employee Health Plan (administered by Wisconsin
Department of Employee Trust Funds). The health plans are listed
alphabetically below:

1) Atrium Health Plan

2) Aetna (fka Prudential)

3) BCBS

4) Compcare

5) Dean Health Plan

6) Emphesys

7) Employers Health

8) Employers Insurance of Wausau
9) Family Health Plan

14)Midwest Security Life
15)Network Health Plan
16)North Central

17)Physicians Plus

18)Prevea Health Plan
19)Principal Life

20)Security Health Plan
21)Touchpoint HP

22)United HealthCare Insurance

10) Federated Mutual
11) Fortis Insurance
12) Group Health Care
13) John Alden Life

23)United Healthcare of Wisconsin
24)United Wisconsin Life

25)Unity Health Plans
26)Wisconsin Physician Service
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Questionnaire/Survey Approach

Deloitte & Touche received a questionnaire drafted by PEHCCP, which
addressed four specific underwriting policy categories:

2 Small group medical underwriting practices
2 Underwriting adjustments

# Other rating factors

& Marketing/payment policies

Although the topic of current and proposed Wisconsin small group insurance
statutes was generally discussed while conducting the interviews, questions
about Wisconsin law were not included on the questionnaire. Together,
PEHCCP and Deloitte & Touche staff finalized the questionnaire. See
Appendix B for a copy of the survey.

Plan Contacts

The finalized list of selected plans was cross-referenced with plans that
provide coverage for employees of the State of Wisconsin. Deloitte & Touche
utilized an existing list of contact names for those plans that participate in the
State employees’ program. For those plans that do not participate in the
State employees’ program, cold calling was necessary to identify the
appropriate individuals to interview regarding underwriting practices.

All 26 plans were contacted by phone regarding their participation in the
survey. The majority (nine) of the surveys were conducted over the phone
while three health plans preferred to view the survey first and return it
completed.

Twelve (12) plans completed the survey:

Atrium Health Plan

BCBSUW

Compcare Blue

Dean Health Plan

Group Hedth Cooperative - SC
Midwest Security Life Ins. Company
Network Health Plan Of Wisconsin
Physicians Plus Ins. Corp.

Prevea Health Insurance Plan, Inc.
Security Health Plan of Wisconsin
United Healthcare of Wisconsin
Unity Health Plans

RRRERRKRERERKREKRERR
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Four (4) plans declined to participate in the survey:

& Fortis Insurance Company

& John Alden Life Insurance (a Fortis Company)
& Principal Life Insurance

£ Wisconsin Physicians Service Insurance

Three (3) plans are no longer in the small group health insurance market

& Aetna (fka Prudential)
& Employers Insurance of Wausau
& North Central Health Protection Plan

Seven (7) plans did not respond to repeated attempts at contact or have
merged with other plans on the list:

TouchPoint Health Plan

Federated Mutual Insurance Company

United Wisconsin Life Insurance

Emphesys Wisconsin Insurance now dba Humana Employers Health
Employers Health Insurance Company now dba Humana Employers
Health

Family Health Plan Cooperative now dba Compcare Blue

United Healthcare Insurance Company dba United Healthcare of
Wisconsin

R& KKK

R &

FINDINGS
Small Group Medical Underwriting Practices

Each insurer we interviewed conducts health underwriting on their small
group business, which is defined as groups of at least two but not more
than 50 employees. Although most health history forms differ in format,
they are similar in content. Practices vary as to how the information
gathered is employed by each health plan.

& One-half (six) of responding plans apply a variable in their use of

the health history forms.

- Four use an abbreviated form for groups with 26-50 employees

- and one uses an abbreviated form for groups with 10-50
employees.

- One plan places a 10-year time span on the underwriting history
for groups of 2-25 employees and a five-year time span for
groups of 26-50 employees.
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& Four insurers (33%) also utilize condition-specific questionnaires to
gather needed additional information if a health history form
indicates potential high-risk exposure. These conditions may
include, for example, cancer, diabetes, and heart disease.

& Once the health history forms are received by the plan and the
underwriting process has begun, occasionally there is a need to
gather additional information to complete the process.

All responding plans indicated that they would utilize sales
and/or underwriting staff and agents/brokers to gather further
information, generally through phone interviews with the
prospective members.

One plan indicated that its underwriting staff generally has
access to medical records and that the enrollee signs a release
on the application for the plan to gather additional information, if
needed.

One plan indicated that it reserved the right to request medical
exams and perform HIV testing on all subscribers age 18-50.

# It is standard practice among all interviewed plans to gather
information on dependents applying for coverage.

Three plans indicated that it is routine procedure to obtain
health information on those waiving coverage.

Two additional plans only seek health underwriting information
on employees or dependents waiving coverage if those
individuals were covered under the prior insurer.

& Reported approaches to the evaluation of health questionnaires
vary by insurer.

Ten insurers built their systems internally or with the help of
purchased manuals and information obtained through others in
the industry.

o0 Five plans (42%) utilize a debit system, which they then
equate to a dollar amount, to evaluate potential risk
exposure.

0 Three plans (25%) have developed an expected cost of care
by specific health condition.

0 Two (17%) base their evaluation on prior claims data
received from the prospective groups.

o Of the remaining two responding insurers, one utilized an
outside actuarial firm to evaluate the health history forms
and one relied on purchased small group underwriting
guidelines/manuals.

2 All but one interviewed insurer retains internal underwriting staff to
evaluate health history forms. The remaining plan has nursing
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staff, the medical director or the director of marketing perform an
initial medical review prior to sending the form to an outside
actuarial firm to complete the evaluation.

& Plans indicated varying degrees of underwriting staff experience,
based on the level and responsibility of the individual.

- Plans with internal underwriting staff indicated that college
degrees are preferred, but that industry experience is generally
more valuable, due to the tight employment market and limited
plan resources to train college students.

- Junior level underwriters typically evaluate "clean cases," with
few or no complexities, while senior level underwriters, with at
least three years of industry experience, evaluate more
complicated cases.

- Three plans indicated that they require education or experience
in nursing or medicine. Plans witho ut this requirement generally
have access to medical personnel when needed.

Underwriting Adjustments

The most common underwriting factors used for small group underwriting

are:

& Age

& Sex

= Geographic location

= Occupation/Industry (SIC code)
= Family composition

2 All but one of the plans surveyed (92%) use both age and sex as
underwriting factors, the remaining plan uses age but not sex.

2 Seven plans (58%) used geographic location as a rate-setting
factor. Using geographic location to set rates becomes less
important the smaller the plan’s service area. Plans which cover a
large portion of the State will find that their underlying provider
reimbursements vary significantly based on the provider and
regional location and will need to account for such differences in
their rating practices.

& QOccupation is used by eight (67%) of the plans interviewed. The
future use of this factor may change if proposed legislation
becomes law. See Executive Summary for details.

# Eight plans also use group size as a factor in setting rates:
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0 One plan uses group size to adjust administrative costs and
another applies a small surcharge to rates for groups of five
or fewer employees and a credit to rates for those over 50
employees.

2 Family composition was used as a rating factor by only three
responding insurers (25%).

A review of current Wisconsin law was not included in the scope of this project,
but interviewed plans indicated that they are allowed under law to require
minimum employer contribution towards employee coverage and minimum
participation based on the number of eligible employees.

& Small group employers are defined by statute as having not less
than two and not more than 50 employees. A self-employed
individual and her or his spouse may be considered a group of two
if both individuals are legitimate employees (i.e., drawing a wage
and paying taxes).

2 One insurer offered a separate product for self-employed
individuals, which is similar to an individual product but underwritten
as a small group plan.

- Four responding plans (33%) differentiate farm families from
typical small group business.

- Two offer a unique agri-business product to address the specific
needs of farm families.

- The remaining two underwrite farm families as individuals and
sell them individud rather than small group products.

Other Rating Practices
New Business
& All but one interviewed plan provides preliminary (“book”) rates
prior to receiving medical information from prospective groups.

Preliminary rates are based on census data received from the
group.
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&
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Once final rates are quoted and accepted by a group, 10 of the
plans surveyed guarantee those rates for 12 months.

- One plan retains the right to change rates mid-year in the case
of radical changes in the group census or misrepresentation.

- One plan renews month to month and offers no guarantee;
however, in practice they generally do not adjust rates for 12
months.

Several plans indicated that they felt that the marketplace was

generally moving toward age/sex rating vs. composite rating.

- Three plans offer only age/sex rating.

- Three plans offer only composite rating, but indicated a desire to
move to age/sex rating.

- Two plans offer each new group a choice of age/sex or
composite rates.

- Three plans determine whether to offer age/sex or composite
rates based on group size, though these plans differ in the
specifics of their approaches:

? 2-25 employees = age/sex; 26+ employees = composite
? 2-15 employees = age/sex; 16+ employees = composite
? 2-9 employees = age/sex; 10-50 employees = composite

When asked about family composition tiers, only one plan
responded that three-tier rating (employee, employee plus one
dependent, and full family) is mandatory for all its small groups,
although that plan is thinking of moving to mandatory four-tier
rating.

Small Group Renewals

&

All but one responding plan analyzes group-specific claims
data to identify future potential risk and set renewal rates. The
portion of a group’s renewal increase attributable to a specific
group’s health status and claims experience is capped at 15%
under Wisconsin law. Any increase attributable to the potential risk
identified with the group is then added to the insurer’s “trend” factor
(reflecting underlying health care costs and the experience of the
small group pool) to determine a final rate.

Seven plans (58%) indicate that they blend group-specific
risk factors with the experience of the pool to determine renewal
rates.
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&

Two responding insurers analyze claims by individual
insured rather than aggregating each group’s claims.

One insurer indicated that, since their plan had only recently
implemented age/sex rating, their renewal analysis only takes into
account age and sex; however, in the future this plan will use
group-specific claims, as well.

Some plans were reluctant to share with us their targeted or
actual loss ratios. Of those that responded, targeted loss ratios
were approximately 75%, while actual loss ratios ranged from 85%
to 90%.

Marketing/Payment Policies

&

All 12 responding plans rely on agents to market and sell their small
group products.

Seven (58%) use only traditional agents or brokers.

Five (42%) engage a combination of traditional, captive and/or
direct agents.

Under Wisconsin law, insurers are allowed to cancel a group for
nonpayment of premium if the required grace period for
nonpayment has expired. In such cases, the insurer may require
the group to re-apply as new business. There was wide disparity in
how responding plans implement nonpayment policies.

- One plan retains the right to require electronic funds transfer for
future payments.

- One plan imposes a reinstatement fee.

- One plan retains the right to impose a 12-month waiting period
to re-underwrite as new business after cancellation for
nonpayment.

OBSERVATIONS ONTHE FUTURE OF SMALL GROUP BUSINESS

All interviewees, when asked about the future of small group health insurance,
expressed concern that proposed changes in Wisconsin law could have a
dramatic effect on how they do business. Several interviewees also observed an
increased demand for “stripped down” product models with a lower level of
benefits at a reduced premium. These lower level benefit plans are becoming
increasingly popular for several reasons. Giving employees more choice in
health care options allows them the freedom to choose the option that will best
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address their individual health care needs. These stripped down models allow
employers to offer a lower benefit, lower cost plan along side a more
comprehensive, higher premium plan. The lower cost option can also be tied to
a defined contribution approach with the employer setting their contribution levels
based on the cost of the low option plan and requiring a “buy-up” from employees
to move to the high option plan.

With the rising of health care costs over the past few years, employers are also
finding it increasingly necessary to creatively manage these costs. Some of
these cost management strategies include plan design changes, contracting with
lower cost vendors, and targeted interventions such as health management. In a
tight labor market, employers are generally more resistant to passing on health
care cost increases to their employees. However, with the continuing
acceleration of medical cost trend, there is evidence, that many employers are
considering increased cost sharing arrangements such as copayments and
coinsurance or raising employee premium contributions.

Most respondents indicated that their underwriting and rating procedures are
continually changing to keep pace with a dy namic marketplace. These
procedures are evaluated regularly to determine if changes (i.e., moving from
composite to age/sex rating, instituting additional rating variables such as
geographic and/or industry factors) are necessary to remain competitive.

Interviewees mentioned that it is always important for plans to look for ways to
cut costs while maintaining or improving the quality of service to their customers.
They observed the use of internet-based tools as an alternative to traditional
paper-based models has become more common over the last couple of years.

CONSIDERATIONS FOR THE CREATION OF A PURCHASING P oOL

The findings of this survey provide a fundamental understanding of the current
underwriting practices representative of a wide range of insurance market
leaders in Wisconsin. The common themes include the use of medical history,
geographic location, and demographic factors as the foundation for the
development of pricing models in the small group market. These practices are
further confined within the current regulated environment. The knowledge
gained from the survey provides a clearer understanding of the current “playing
field” in the State, which is an important foundation in the development of a
purchasing pool concept. A successful program must operate in light of the
current practices used in the marketplace.

The development of a strategic goal will drive many of the decisions necessary to
a successful purchasing pool approach:

2 What primary need will be met by a purchasing poal?
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- Is the goal of the purchasing pool to simply provide another
insurance plan offering to the employers in the State?

- Is it the goal of the purchasing pool to expand the availability of
plans currently offered?

- Should the purchasing pool provide “guaranteed” access to
health care for small employers?

- Is the goal to provide the most cost effective small group health
coverage in the State?

2 What methods will be used to meet the primary goal(s)?
- Is a subsidy needed?
- Will economies of scale be enough?
- Is additional legislation necessary?
- Mandatory participation of health plans?
- Permission to form a self insurance pool?
- Statewide network or a series of regional solutions?
- How can current technology benefit the program administration
and reduction in cost?

The funding of the plan will be another critical decision. The purchasing pool will
need to decide on what financial approach to take, i.e., self-insuring versus
contracting with the insurance carriers on a fully insured basis. Either approach
leads to additional decision-making. Self-insuring may require an allocation of
money to help support the plan start-up, ongoing administration and direct plan
costs. A fully insured approach would require the development of strict rules
governing the participating plans. Mandatory participation of health plans would
be beneficial in a fully insured environment.

Benefit plan design is another important consideration in the development of the
purchasing pool. The trend of rising health care costs has caused employers as
well as employees to look for alternative choices in plan design and levels of
coverage in order to better manage their overall expenses.

Lastly, how will the purchasing pool deliver and market its program? The survey
results indicated that health plans utilize the agent/broker community to deliver
their current products to the market. An assessment of the current agent/broker
community would be necessary to determine how they will positively or
negatively affect the program’s success. An employers’ reaction to this approach
will vary based on the services provided and the resources of the employer. The
use of brokers/agents in the marketing of the plan will also add additional costs
that will need to be considered in the rating of each group.
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APPENDICES

A. 1998 Small Employers' Market Share Ranks List
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APPENDIX V

Wisconsin State Planning Grant Briefing Papers

Thefollowing briefing papers were prepared to provide information about Wisconsin Sate
Planning Grant activities. Thefollowing seven papers are attached:

D

S 9 g & e D

Employer-Based Health Insurance Coveragein Wisconsin

Health Insurance Needs of Farm Families

Findings from Focus Groups: Select Populationsin Dane County
Health Insurance and the Y oung Adult Population in Wisconsin
Milwaukee County General Assistance Medical Program

Health Insurance and Health Care Utilization in Wisconsin

Health Insurance Coverage for Non-Elderly Adults Living in Households Without
Children
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1 The tax credit that was discussed was based on the credit proposed by the Bush Administration. It was explained
to the employers that individuals purchasing single coverage would receive a $1,000 credit and those purchasing
family coverage would receive a $2,000 credit. It was also explained that the credit would operate like a subsidy in
that the individual would receive the appropriate amount on a monthly basis to offset the cost of the individual's
insurance premium.

2 J.S. Weissman, P. Dryfoos and K. London. (July/August 1999). “Income Levels of Bad-Debt and Free-Care
Patientsin Massachusetts Hospitals.” Health Affairs. 18(4): 156-166.

8 Bureau of Health Information. (March 2001) Uncompensated Health Care: Wisconsin Hospitals, Fiscal Year
1999 Madison, WI: Division of Health Care Financing, Department of Health and Family Services.

4 For this analysis, respondents to the MEPS survey were categorized into six industry sector categories: (1) retail
trade; (2) agriculture, personal services and wholesale trade; (3) manufacturing; (4) transportation and construction;
(5) business services and finance; and (6) other services.

5 New questions regarding employer-sponsored health care coverage were added to survey beginning in January
2001. The survey is conducted on an ongoing basis throughout the year. These figures represent findings from
surveys conducted in the first six months of the year (January through June 2001). Final data will be available in
2002.

® Twenty Wisconsin counties have been designated metropolitan counties by the federal Office of Management and
Budget. They are: Brown, Calumet, Chippewa, Dane, Douglas, Eau Claire, Kenosha, La Crosse, Marathon,
Milwaukee, Outagamie, Ozaukee, Pierce, Racine, Rock, St. Croix, Sheboygan, Washington, Waukesha and
Winnebago.

7 Employer Health Benefits: 2001 Annual Survey. The Henry J. Kaiser Family Foundation and the Health Research
and Educational Trust, 2001. See p. 35 and Exhibit 3.6, p. 41.

8 The employers discussed the behavior of their lower-wage employees, and in those instances where the employer
knew he or she was the employee's sole source of employment, their lower -income employees. For purposes of the
discusson, we asked the employers to think about those employees who earned approximately $10 an hour or less.
9 The tax credit that was discussed was based on the credit proposed by the Bush Administration. It was explained
to the employers that individuals purchasing single coverage would receive a $1,000 credit and those purchasing
family coverage would receive a $2,000 credit. It was also explained that the credit would operate like a subsidy in
that the individual would receive the appropriate amount on amonthly basis to offset the cost of the individual's
insurance premium.

1 When employers expressed this concern, it was explained that the tax credit would be refundable under the Bush
Administration proposal.

1 The employers generally assumed that thei r employees would purchase policies that provided at least some
degree of coverage. They did not perceive that, if an individual tax credit were made available, insurance companies
would develop products that would be priced to match the level of the tax credit available.

12 At this point, the employers were not addressing how much the tax credit might have to vary from one employer
to the other to reflect differencesin their premiums attributable to their employees’ age, health status, etc. but
instead what percent of premium the credit might need to cover.

13 Not all the employers thought about the potential problems they might encounter with meeting carrier
participation requirements under such a scenario. When this issue was explained to one employer, he responded that
he would probably have to fire any employee who refused to cooperate.

14 U.S. Census Bureau. (May 2001) Profile of General Demographic Characteristics: 2000 Census of Population
and Housing, Wisconsin.

5 1hid.

16 Dalaker, Joseph. (Septanber 2001) Poverty in the United Sates: 2000. U.S. Census Bureau, Current Population
Reports, Series P60-214.

17 wisconsin Department of Workforce Development. (September 2001) Non-Farm Wage and Salary Data, Current
Employment Statistics.
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Employer-Based Health Insurance Coverage in Wisconsin

Wisconsin is one of 20 states that received a grant in 2000-01 from the Health Resources and Services
Administration (HRSA), U.S. Department of Health and Human Services, to explore new approaches to
increasing access to health insurance for state residents. Research under the Wisconsin State Planning
Grant has focused on several topics, including analyses of employer-based coverage in the state.

Access to health insurance in Wisconsin is at an unprecedented high level. According to the 1999
Wisconsin Family Health Survey, a point-in-time estimate of the number of uninsured individuals in
Wisconsin was approximately 340,000—just 7% of the state’s population. Based on the survey,
approximately 86% of Wisconsin household residents under age 65 were covered by private health
insurance. The majority of this coverage was employer-based coverage.

This briefing paper provides detailed information about employer-based health insurance in Wisconsin.
The availability of coverage by various employer characteristics is examined, and employee eligibility and
enrollment are discussed. In addition, the costs of health insurance and employer contributions toward
coverage for their workers are examined. The information in this briefing paper is based on the 1998
Medical Expenditure Panel Survey, conducted by the Agency for Healthcare Research and Quality, U.S.
Department of Health and Human Services. The 1998 survey is the most current information available.
More details regarding this survey are provided in the “About the Data” section of this briefing paper.

Employers Who Offer Coverage

Table 1 provides information about the
estimated number of private establishments and
employees in Wisconsin. The data is provided
for both small employers (businesses that
employ 50 or fewer workers) and large
employers (businesses with more than 50
employees).

Table 1. Number of Establishments and
Employees in Wisconsin, 1998

Employer Size

Total Small |Large

Establishments 130,100 79% 21%

Employees 2,393,000 34% 66%

Source: U.S. Department of Health and Human Services,
Agency for Healthcare Research and Quality, Medical
Expenditure Panel Survey-Insurance Component, 1998.

As shown in the table, there were approximately
130,100 private business establishments in
Wisconsin employing nearly 2.4 million people in
1998. Small employers accounted for 79%
(nearly 103,000) of all establishments, and
approximately 814,000 employees in Wisconsin
worked for these small businesses. It is

interesting to note that although there were
considerably fewer large employers as compared
to small employers in Wisconsin, 66% of the
state’s workforce was employed by large
employers.

Approximately 90% of Wisconsin’s workforce
were employed by an establishment that offered
health insurance to some or all of its employees
in 1998 (Table 2). Of the remaining 10% of
employees that did not work for establishments
that offered insurance, 95% worked for small
employers. Indeed, the vast majority of the
establishments that offered health insurance
were large employers. Nearly all large
establishments (98%) offered health insurance,
while less than half (46%) of small employers
offered insurance.

Employee Eligibility and Enrollment

Employees Eligible for Employer-Offered Insurance

As shown in Table 2, about 1.65 million
employees were eligible for the insurance
offered by their employer. Employees who work
for small employers are less likely to be offered
coverage. Nearly 79% of employees who work
for large employers are eligible for the insurance

Wisconsin Department of Health and Family Services
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Table 2. Establishments That Offer Health Insurance and Their Employees.

Small Large
Employers Employers

Establishments in Wisconsin 130,100 102,800 27,300

Number That Offer Health Insurance 73,700 (57%) 46,800 (46%) 26,900 (98%)
Employees in Wisconsin 2,393,400 805,200 1,588,200

In Establishments That Offer Health Insurance 2,161,200 (90%) 585,400 (73%) 1,575,600 (99%)

Eligible for Employer-Offered Insurance 1,659,800 (69%) 409,800 (51%) 1,249,400 (79%)

Declined Employer Offer 267,200 (11%) 122,100 (15%) 144,900 (9%)

Accepted Employer Insurance 1,392,600 (58%) 287,700 (36%) 1,104,500 (70%)

Source: U.S. Department of Health and Human Services, Agency for Healthcare Research and Quality, Medical Expenditure Panel

Survey-Insurance Component, 1998.

offered by their employer, but only 51% of
employees who work for small employers are
eligible.

When examining specific industry categories,
manufacturing and construction establishments
appear to have a larger share of employees who
are eligible for insurance coverage. Although
33% of all employees worked in manufacturing
and construction, 40% of all employees eligible
for the insurance offered by their employer
worked for a business in this category. Further,
although 28% of all employees worked in a retail
or trade establishment, only 21% of employees
working in establishments in this category were
eligible for employer-offered insurance. The
business service establishments appear to have a
proportionate number of employees eligible for
employer-based insurance coverage as compared
to their share of all employees. This data is
shown in Table 3.

Table 3. Employees Eligible for Employer-
Offered Insurance by Industry.
Percent of Percent of
all Employees Eligible
for Employer
Offered Insurance

employees

Manufacturing & 33% 40%
Construction

Retail or Trade 28% 21%
Business Service 39% 39%
Total 100% 100%

Source Medical Expenditure Panel Survey (MEPS), 1998

Employees Not Eligible

Although 90% (about 2.2 million) of all employees
worked for businesses that offer health insurance,

WI Dept. of Health and Family Services
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over 23% (about 500,000) of these employees
were not eligible for the coverage offered by
their employer. Of these, approximately 35%
(175,600) work for small employers.

Declined or Accepted Coverage

In addition to those who were not eligible, a
significant number of employees within
establishments that offered insurance declined
the coverage offered. Approximately 267,200
workers declined coverage when offered.

In total, nearly 1.4 million of the 2.4 million
employees in the state were covered by health
insurance through their own employer in 1998,
and approximately 1.0 million were not
covered by health insurance through their own
job. As compared to employees of small
employers, employees of large employers are
more likely to have insurance through their
own employer.

Employees who decline or are not offered
coverage by their own employer are not
necessarily uninsured. They may be covered
by health insurance through a spouse or other
family member. Alternatively, they may be
covered by a public program, such as Medicaid
or BadgerCare.

Health Insurance Premium Costs

Looking closer at total health insurance
premium costs (including both the employer
and employee share) for employees who were
eligible for health insurance through their
employer, overall the premiums faced by small
employers were slightly higher than those for

September 2001
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Table 3. Average Premiums and Employer Contributions for the Lowest Cost Policy in
Establishments that Offer Health Insurance

Wisconsin ‘ Small Large
Employers Employers
Average Annual Premium for Single Coverage $2,185 $2,375 $2,121
Employer Contribution for Single Coverage 81% 80% 81%
Average Annual Premium for Family Coverage $5,537 $5,726 $5,474
Employer Contribution for Family Coverage 74% 69% 75%

Source: U.S. Department of Health and Human Services, Agency for Healthcare Research and Quality, Medical Expenditure Panel
Survey-Insurance Component, 1998.

to contribute more than twice as much for
coverage on average as employees working in
high-wage establishments.

large employers (Table 3). Further, the
manufacturing and construction industry category
faced the lowest average cost for health

insurance. It is important to note that the unit of For all establishments, the average monthly
analysis is the establishment’s most contribution by the employee for family
comprehensive plan with the lowest out-of-pocket coverage was $117.08 per month or $1,405
premium cost to the employee. annually. However, there was wide variation
among employers, with 5% of eligible
In 1998, the average total premium cost for single employees facing a required contribution of
coverage was $182.11 per month or $2,185 more than $304.66 per month ($3,656
annually. Premiums for family coverage averaged annually) for the most comprehensive, lowest-
$461.39 per month or $5,537 annually. These cost family plan offered by their employer. The
amounts were slightly higher than the national average monthly employee contribution for
averages of $2,080 annually for single coverage single coverage was $32.66, or $392 per year.
and $5,273 annually for family coverage. As with family coverage, there was wide
variation among employee contributions for
Employer and Employee Contributions single coverage, with 5% of eligible employees

in small establishments facing a required

On average, employers paid 81% of the cost for contribution of more than $150 per month

the most comprehensive, Iowest.-cost single ($1,800 annually).

coverage policy they offered their employees.

Employer contributions were 74% on average for Some employers paid the entire cost of health
the cost of family coverage. The percent of the insurance premiums for their employees. As
costs contributed by the employer did not vary compared to family coverage, businesses were
significantly by employer size for single coverage, nearly twice as likely to cover the full costs of
but smaller employers contributed less toward single coverage. For all establishments, 27%
family coverage (Table 3). There appears to be a of eligible workers were not required to pay
correlation between wages and health benefit anything toward their single coverage, but only
levels. The 1998 MEPS data indicate that the 14% were not required to pay anything toward
employer contribution toward coverage varied by family coverage. Surprisingly, smaller

the wages of the establishment’s employees. establishments had a higher percentage of
High-wage employers (those with over 50% of eligible workers who did not have to pay

their workers earning more than $15.00 per hour) anything toward their health insurance
contributed more on average toward the cost of coverage. Just over 40% of eligible small
coverage than did modest-wage or low-wage business employees did not have to contribute
employers for both single and family coverage. toward their single coverage and 30% did not
Consequently, employees of high-wage have to contribute toward their family
establishments pay less for their coverage. In coverage.

fact, according to the MEPS data, employees

High- | Iso had a |
working in low-wage establishments were asked 'gh-wage employers aso had a arge

percentage of employees who had access to

1
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no-cost coverage, as did employees in the
manufacturing and construction industry category
(see “About the Data” section for explanation). Of
all employees who did not have to contribute

toward their health insurance, more than 40%
were in the manufacturing and construction
industry category.

Summary

Although the overall level of employer-based
health insurance in Wisconsin is among the
highest nationwide, there is significant variation
in offer rates and contributions toward insurance
premiums among employers in the state.
Employees are more likely to be offered
coverage and more likely to have health
insurance through their job if they are employed
by a large employer. Less than half of all small
employers in the state offer health insurance to
some or all of their employees.

Compared to large employers, small employers
contribute less on average toward family
coverage, although the percent of the premium
costs paid by the employer does not vary
significantly by employer size for single
coverage. Employees of small employers who
are eligible for health insurance offered through
their employer are more likely to not have to
pay anything toward their coverage. However,
when they are required to pay toward their
coverage, they contribute more. Consequently,
employees of small employers are paying more,

on average, for their coverage than employees
of large employers. (It should be noted that due
to small sample sizes, these differences are not
statistically significant at the 90% confidence
level.) Both small and large employers tend to
contribute a larger share of the cost of single
coverage as compared to family coverage.
Employers tend to pay a larger percentage of
the cost of health insurance premiums as their
overall wage levels increase As a result, we find
that employees working in low-wage
establishments contribute on average twice as
much for coverage as employees working in
high-wage establishments.

Overall, low-wage employees and employees of
small employers have a more difficult time
accessing affordable health insurance coverage.
Thus, the research conducted under the
Wisconsin State Planning Grant that focuses on
the particular circumstances of small employers
and their employees will help inform any efforts
to expand health insurance access through
employers.

About the Data

Background:

The Medical Expenditure Panel Survey (MEPS) is
conducted annually by the U.S. Agency for
Healthcare Research and Quality (AHRQ). All
data in this report is derived from the MEPS
Insurance Component, which is a survey of
employers. The sample size for Wisconsin is 800
employers. The data in this paper are based on
the survey that was conducted in 1999 with
questions for the 1998 calendar year. The
special tabulations described in this paper were
released in 2001.

The survey collects data at the establishment
level, rather than the firm level. The firm
generally refers to the entire company, including
the headquarters and all the establishment sites,
while the establishment refers to one location or
site.

WI Dept. of Health and Family Services
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Definitions:

For the purposes of this analysis, businesses

were grouped into three industry categories:

£ Retail and Trade—includes retail trade,
personal services (beauty shops, etc.),
wholesale trade, and agriculture/forestry.

& Manufacturing and Construction—
includes manufacturing, transportation (also
communication, electric, gas or sanitary
services), construction and mining.

2 Business Services—includes legal, health
and finance services, real estate and
insurance.

Establishments were also grouped into three
wage categories:

& Low-wage—includes establishments where
over 50% of the employees at the business

September 2001
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location responding to the survey earned business location responding to the survey
less than $6.50 per hour. earned more than $15.00 per hour.

£ Modest-wage—includes establishments The unit of analysis for each establishment was
where more than 50% of the employees at their most comprehensive plan with the lowest
the business location responding to the out-of-pocket premium costs to the employees.
survey earned between $6.50 and $15.00 As such, the plans included in this analysis do
per hours. not necessarily cover the same benefit package.

£ High-wage—includes establishments
where over 50% of the employees at the

For more information about this briefing paper or other activities under the Wisconsin State Planning
Grant, contact:

Wisconsin Department of Health and Family Services

Division of Health Care Financing
P.O. Box 309
Madison, Wisconsin 53701-0309

Prepared By: Joanne T. Simpson and Amie T. Goldman

L _____________________________________________________________________________________________________|
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Health Insurance Needs of Farm Families

Wisconsin is one of 20 states that received a grant in 2000-01 from the Health Resources and Services
Administration (HRSA), U.S. Department of Health and Human Services to explore new approaches to
increasing access to health insurance for state residents. Research under Wisconsin’s State Planning
Grant has focused on several topics, including understanding the particular circumstances of farmers in

accessing health insurance coverage.

This briefing paper provides information about the health insurance needs of Wisconsin farmers and their
families. Characteristics of farm families including their uninsured rate, their health circumstances, and
insurance availability and affordability are examined. In addition, the results of two short surveys of
farmers and their families are presented. While these surveys cannot represent the experience of farm
families statewide, due to their small sample size and limited geographic perspective, both provide
information about the health insurance needs of some Wisconsin farmers.

Wisconsin Farmers

Wisconsin farmers are important to the state’s
character and economy. According to 1997 U.S.
Census Bureau data, Wisconsin ranked eleventh in
the nation for the number of farms in the state.
That same year, the market value of all agricultural
products sold in Wisconsin totaled $5.6 billion, the
tenth highest in the nation. Wisconsin also ranked
second in the nation for the annual value of all
dairy products sold for the year at $2.75 billion.?

Current information regarding the number of people
involved in farming in Wisconsin, including farm
owners, operators, workers and their families is not
available. However, the National Agricultural
Statistics Service publishes statistics on the number
of farm workers in Wisconsin, Minnesota and
Michigan collectively. In April 2001, there were
43,000 agricultural workers across the three
states.® This represents a reduction of 10,000
workers compared to April 2000. These employees
work an average of 36.5 hours per week, expect to
be employed for 150 days or more this year and
were paid an average wage of $9.57 per hour. This
data does not include farm owners and operators.

Information on the number of farms in Wisconsin is
more readily available. In 2000, there were about
78,000 farms in the state covering a total of 16.3
million acres. The average size farm was 210
acres.* As Table 1 illustrates, both the number of
farms and total land of farms have decreased since
1980. The average farm size increased by 10%
between 1980 and 1990, decreased between 1990
and 1995, but has remained constant since then.
Nonetheless, the average Wisconsin farm in 2000 is
5% larger than it was in 1980.

Table 1. Number of Farms, Farms Size and
Total Farm Land in Wisconsin, 1980 - 1999.

Year Number Average Farm
Farms Farm Size Land
(acres) (million
acres)
1980 93,000 200 18.6
1985 83,000 216 17.9
1990 80,000 220 17.6
1995 80,000 210 16.8
2000 77,000 210 16.3
Source: Wisconsin Agriculture Statistics Service
February 2000

Health Insurance Coverage of Farmers

Based on the 2000 Wisconsin Family Health
Survey data, individuals residing on farms are
significantly more likely to be uninsured than
non-farm household residents in Wisconsin. The
uninsured rate for farm residents is 10% as
compared to 6.0% for non-farm residents.®

There are a number of factors that may account
for higher uninsured rates of farm families. Like
other self-employed business owners, farmers
may not have access to affordable insurance in
the group market. There are also a number of
occupational risks associated with farming that
make the purchase of health care coverage in
the individual market a costly endeavor. Finally,
some farm families may be precluded from
eligibility for public insurance programs such as
Medicaid and BadgerCare due to excess income
related to farm equipment depreciation.

Wisconsin Department of Health and Family Services



WI State Planning Grant, Briefing Paper 2

Health Insurance: Farmers’
Perspectives

Two regional surveys of Wisconsin farmers have
been conducted to better understand their health
insurance needs. While these surveys cannot
present a representative statewide picture of
farmers, due to their small sample size and limited
geographic perspective, both provide information
about the health insurance needs of some
Wisconsin farmers.

Dairy Farmers in Barron County

In September 2000, the Barron County Health
Department conducted a survey of dairy producers
in Barron County.® Surveys were mailed to 809
dairy farmers identified through the Farm Service
Agency. The survey achieved a 28% response rate
with 228 surveys returned. The respondents were
not asked about farm size. The respondents were
asked to report on their own insurance coverage
and that of their families where applicable. The
most common reason cited for lack of insurance
was that the insurance coverage available to
respondents had high premiums and high
deductibles with modest coverage. Some
respondents reported purchasing major medical
coverage at a good initial price, but within a few
years the premium increased to a point that made
it unaffordable.

Farmers may seek off-farm work for the purpose of
accessing employer-sponsored health insurance.
According to Census of Agriculture data, nearly half
of the farm operators in Wisconsin worked off-farm
in 1997.” Among the 189 Barron County dairy
farmers that did have insurance for themselves or
their families, approximately 30% had health
insurance through a job off the farm. The
remaining 70% of the insured survey respondents
purchased their own insurance. Both price and
coverage differences were reported between the
policies available to these two groups.

Health insurance premiums and deductibles were
considerably higher for Barron County dairy farm
families who purchased their own coverage as
compared to those who obtained coverage through
off-farm employment. Over 42% of the dairy
farmers reported annual deductibles in excess of
$1,000, while only 4% with access to employer-
sponsored coverage off the farm reported annual
deductibles over $1,000. In addition, while over
70% of the dairy farmers with access to off-farm
employer-sponsored coverage reported monthly
premiums between $50 and $200, 82% that

purchase their own coverage reported monthly
premiums in excess of $200.

The insured Barron County dairy farmers also
reported coverage differences depending on the
source of their coverage. Farmers who obtained
their coverage through non-farm employment
were more likely to report coverage of primary
care services, such as annual physicals and
immunizations. Primary care services were less
likely to be reported as covered under the self-
purchased policies. For example, only 21% of
the farmers with self-purchased insurance
reported coverage of immunizations, compared
to 81% of those with non-farm employer-
sponsored insurance. Figure 1 (page 3)
compares coverage for primary care services
reported by the Barron County respondents who
purchased their own health insurance with those
who obtained coverage through off-farm
employment.

Family Health Center of Marshfield, Inc.

A second survey was conducted by the Family
Health Center of Marshfield, Inc. (FHC) in July
2001. This survey was mailed to 68 farmers
who participate in the Family Health Center of
Marshfield, Inc. The Family Health Center
provides health care services to individuals in
eleven counties in Wisconsin. Members pay a
monthly premium on a sliding-fee scale that is
based on income, and all must have income at
or below 200% of the federal poverty guideline.
Members are generally not eligible for other
programs such as Medicaid or BadgerCare.

The survey was returned by 34 farmers or 50%
of the sample. Nearly all of the respondents
reported being full-time farmers as opposed to
part-time. Over two-thirds of the respondents
were married, and 80% of these farmers
reported farming as the primary occupation of
their spouse. Nearly all of the respondents were
owners of small farms and had fewer than three
employees. None of the respondents was under
the age of 35.

Approximately 50% of the respondents reported
at least one family member being uninsured. Of
those who reported a reason for not having
health insurance, all indicated that they did not
have health insurance because they could not
afford it and all but one rated having health
insurance coverage as either “very important” or
“important”.

WI Dept. of Health and Family Services
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Figure 1. Percent of Respondents Who Purchase Own Insurance Who Reported Coverage of Primary
Care Services, Compared to Percent of Respondents With Insurance Through Off-Farm Employment.

Comparison of Coverage:
Self-Purchase and Off-Farm Employment
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Source: Barron County Health Department, 2000

Respondents were asked, if they or someone in
their family did not have health insurance but
would like insurance, where they would want to
obtain coverage. Respondents were given choices
of government-sponsored; employer-sponsored;
purchase directly themselves from insurance
agents; purchase from a farmer’s trade
association, fraternal order or cooperative; or
from some other source. For those who indicated
a preference, about three-fourths of the farmers
indicated that they would prefer government-
sponsored insurance. The remaining one-quarter
indicated they would prefer to purchase insurance
through a farmer trade association, fraternal order
or cooperative.

Like the Barron County dairy farmers, these
farmers reported high out-of-pocket costs for their
coverage. A total of eight respondents reported
self-purchase of coverage in the private market.
The monthly premium amounts for these
individuals ranged from $93.50 to $884. The
individual with the lower premium had purchased
single coverage and reported having an uninsured
spouse and child in the household. The $844
premium provided coverage for a respondent and
her spouse, both of whom were between the ages
of 55 and 64. Four of the eight reported annual
deductibles: one at $1,000, one at $2,500 and
two at $5,000.

While data is not available on whether or not the
policies cited cover primary care services, the

farmers’ participation in the FHC (with its
emphasis on primary care) suggest that they do
not. Like the Barron County dairy farmers, this
group appears to be paying for expensive, but
limited health care coverage.

The survey also asked farmers about their
attitudes towards health insurance generally and
about certain features of, and experiences with,
health insurance.

The farmers surveyed almost unanimously agree
(97%) that having health insurance is important.®
Health insurance is a matter of concern among
the majority of those surveyed, with 85%
indicating that they worry about not having health
insurance. Furthermore, 47% reported difficulty
in obtaining insurance for themselves and/or their
families, but over one-quarter reported they did
not face such difficulty.

Separate questions were asked about whether
respondents believed it was an employer’s
responsibility to provide coverage for their
employees and whether it is the government’s
responsibility to provide health insurance for its
citizens. About 53% of the respondents agreed
that employers should provide insurance, while
61% agreed that the government should provide
insurance to its citizens.’

WI Dept. of Health and Family Services
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Summary

Farm families in Wisconsin are more likely to be
uninsured than the general population. There
can be significant consequences to being
uninsured for farm families. Similar to the
general population, a lack of health insurance
can lead to lack of access to health care
services. Farmers who do not have any health
insurance or who have high deductibles are not
likely to seek treatment for minor accidents or
chronic conditions. Farmers who are members
of the FHC and who responded to a recent
survey also indicated that poor health status can
have direct economic consequences, resulting in
the loss of their farm and livelihood.

In general, the farmers who responded to the
surveys discussed in this paper reported high
out-of-pocket costs for health care coverage
that did not provide comprehensive coverage for
primary care services. In addition, farmers
participating in the FHC had higher rates of
uninsurance and reported difficulties obtaining
affordable coverage on their own. While not a
statewide representation, these two surveys
provide insights into the perspectives of some
Wisconsin farmers.

About the Family Health Center of Marshfield, Inc.

The Family Health Center of Marshfield, Inc. (FHC) is
a federally funded Community Health Center that has
been in existence since 1974. The Family Health
Center provides primary care and community health
services to low-income, uninsured or underinsured
residents in north central Wisconsin. An eleven
member Board of Directors, the majority of whom are
or were participants of the program, governs FHC.

Medical care is provided through a contractual
arrangement with Marshfield Clinic. In addition to
Marshfield Clinic, FHC has an affiliated network of
physicians, hospitals, pharmacies, and dentists to
assist in providing comprehensive care throughout an
expansive 7,372 square mile predominantly rural
service area. The Family Health Center also operates
a mail order pharmacy for its members.

Notes

1. U.S. Department of Agriculture, National
Agricultural Statistics Service. 1997 Census of
Agriculture. Released February 1999.

2. The definition of a farm for census purposes is
any place from which $1,000 or more of agricultural
products were produced and sold, or normally would
have been sold, during the census year

3. U.S. Department of Agriculture, National
Agricultural Statistics Service, Agricultural Statistics
Board. “Farm Labor”. Washington D.C. May 18, 2001.

4. Wisconsin Agricultural Statistics Service. “Number
of Farms — 2000”. February 28, 2001.

5. Wisconsin Family Health Survey, 2000.
Wisconsin Department of Health and Family Services,
Division of Health Care Financing, Bureau of Health
Information. September 2001. The Family Health
Survey is a representative survey of Wisconsin's
household residents conducted each year.

6. Newmann, Kathleen. Barron County Health
Department. “Health Care Survey Results: Barron
County Dairy Producers”. Survey conducted
September 2000. Barron County is located in
Northwest Wisconsin.

7. U.S. Department of Agriculture, National
Agricultural Statistics Service. 1997 Census of
Agriculture. Released February 1999.

8. The survey asked whether respondents strongly
agree, agree, neither agree nor disagree, disagree or
strongly disagree with several statements.

9. Respondents were asked to indicate whether
they strongly agree, agree, neither agree nor
disagree, disagree or strongly disagree with these
statements.

For more information about this briefing paper or other activities under the Wisconsin State Planning

Grant, contact:

Wisconsin Department of Health and Family Services

Division of Health Care Financing
Box 309
Madison, Wisconsin 53701-0309

Prepared By: Pamela S. Appleby, Amie T. Goldman, and Joanne T. Simpson
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Findings from Focus Groups:
Select Populations in Dane County

Wisconsin is one of 20 states that received a grant in 2000-01 from the Health Resources and Services
Administration (HRSA), U.S. Department of Health and Human Services, to explore new approaches to
increasing access to health insurance for state residents. Research under Wisconsin’s State Planning

Grant has focused on several topics, including an understanding of various barriers to accessing health

insurance coverage.

This briefing paper provides detailed information from five focus groups conducted in partnership with
the Dane County Health Council. The focus groups were designed to study health insurance coverage
where access to health insurance may be restricted due to language or other cultural barriers.
Participants in the focus groups were recruited from the Latino, Hmong and African American
communities in Dane County. In addition to questions about access to health insurance, focus group
participants responded to various questions about access to health care.

The results discussed in this briefing paper represent the views of focus group participants only and
should not be construed as representing the views of all Dane County communities.

Uninsured Rates in Wisconsin and Dane
County

An estimated 7% of the Wisconsin population was
uninsured in 1999, based on Wisconsin Family
Health Survey questions regarding health
insurance coverage at the time of the survey
interview (point-in-time). However, the data
show some disparity in uninsured rates based on
race and ethnicity, with 6% of the white, non-
Hispanic population estimated to be uninsured
compared to 11% for black, non-Hispanic
residents and 17% for persons of Hispanic or
Latino origin.*

Based on the Wisconsin Family Health Survey, the
estimated point-in-time uninsured rate in Dane
County is the same as that for the state as a
whole - 7%. Based on combined 1996-1999
Wisconsin Family Health Survey data, in Dane
County, there is also a large difference in the
uninsured rate of white residents as compared to
non-white residents, with the uninsured rate for
non-whites being as much as four times that of
the white population.?

Race and Ethnicity in Wisconsin and
Dane County
Wisconsin

Wisconsin is home to nearly 5.4 million people.
Based on the 2000 Census, non-white persons

make up 11.1% of the state’s total population, an
increase of 3.3% compared to 1990. Table 1
shows Wisconsin’s population by race and
ethnicity. The Census Bureau uses racial
categories for all but the Hispanic cate gory, which
is considered an ethnicity. >

Wisconsin’s African American population is the
second largest racial group in the state,
representing 5.7% of the state’s population. The
African American population increased 24.5%
from 1990 to 2000."

Table 1. Wisconsin Population by Race and
Ethnicity, 2000.°

Number Percent
Wisconsin Total 5,363,700 100%
White 4,769,900 88.9%
African American 304,500 5.7%
Asian 88,800 1.7%
American Indian 47,200 0.9%

and Alaska Native
Other Race 84,800 1.6%

Two or More Races 66,900 1.2%

Hispanic or Latino® 192,900 3.6%

(of all races)

Source: U.S. Census Bureau, Census 2000, Summary File 1.
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Asians are the third largest racial group in the
state, representing 1.7% of the overall
population. Nearly 40% of the Asian population in
the state is Hmong.®

The Hispanic or Latino population in Wisconsin
increased by 107% from 1990 to 2000, the
largest increase of any racial or ethnic group. As
a percentage of the total population, the Hispanic
or Latino population is 3.6% in 2000 compared to
1.9% in 1990.’

Dane County

About 426,500 people reside in Dane County,
representing approximately 8% of Wisconsin’s
total population. Dane County includes the city of
Madison, the second most populous city in
Wisconsin.

Table 2 shows the Dane County population by
race and ethnicity for the year 2000. Dane County
is similar to the state population in terms of its
overall diversity, with approximately 11% of the
population being non-white. The Hispanic or
Latino population accounts for a similar share of
the state and the county population. However,
this population grew faster in Dane county than in
the state, increasing 150% from 1990 to 2000.8
Dane County has a lower percentage of African-
American residents compared to the state, and a
higher percentage of Asian residents.

Table 2. Dane County Population by Race
and Ethnicity, 2000.

Number Percent

Dane County Total 426,500 100%
White 379,400 89.0%
African American 17,100 4.0%
Asian 14,700 3.5%
American Indian 1,400 0.3%
and Alaska Native

Other Race 6,100 1.4%
Multiracial 7,600 1.8%
Hispanic (all races) 14,400 3.4%

Source: U.S. Census Bureau, Census 2000, Summary File 1.

Dane County is one of only 11 counties in the
state that have populations that are less than
90% white. It is one of only four counties in the
state that has more than 10,000 Latino residents.
The county has the third largest African American

population in Wisconsin, and the second largest
Asian population.® Over 15% of the Asian
population in the county are Hmong.*°

Focus Group Participants

Dane County is similar to the state population as a
whole in terms of overall uninsured rates and in
disparities in insurance rates between the white
and non-white populations. Given its diversity,
the county provides a good location to begin to
understand more fully health insurance coverage
among the non-white population. Focus groups
with Hmong, Latino and African American
residents in the county were conducted in May
2001. The participants in these focus groups
provided information about their barriers to
accessing health insurance.

Five focus groups were conducted.'! Three focus
groups were with Latino residents: two with
persons who did not have health insurance and
one with individuals who had health insurance.
One focus group was conducted with African
American residents who did not have health
insurance. Finally, one focus group was
conducted with Hmong residents who had health
insurance. Having insurance was defined as
having third-party coverage (private or public) for
primary health care services.

The recruitment process was not random. Most
focus group participants knew their recruiter, as it
was determined that participation would be higher
if participants trusted the recruiter. All focus
groups were conducted at locations accessible
and familiar to participants. In addition, all focus
groups were conducted in each population’s
native language, with moderators that were well
known and trusted members of the respective
communities, and in some cases were interpreters
and other staff of providers.

In total there were 41 participants.'? Twenty-five
people participated in the focus groups of Latino
residents who were uninsured; five people
participated in the groups of Latino residents who
had health insurance; six people participated in
the African American focus group; and five people
participated in the Hmong focus group.

Participants were not screened for gender, marital
status or other demographic criteria apart from
race or ethnicity. Over 75% of the Latino
participants were female. Most Latino participants
were married. Nearly all of the Latino participants
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were between the ages of 18 and 36, and the
majority had lived in Dane County for more than
one year. About half of the Latino participants
reported that they were not currently employed,
one reported having more than one job, three
reported working part-time, and three reported
working full-time.

The majority of the African American participants
also were female. Most were not married, and all
African American participants were between the
ages of 36 and 55. The majority had lived in
Dane County for more than one year. Only one
African American participant reported being
unemployed, three participants had more than
one job, and the majority of the participants
worked full-time.

Nearly 80% of the Hmong participants were
female, and all were married. The Hmong
participants were all age 45 or younger and the
majority had lived in Dane County for more than
two years. Although none of the Hmong
participants reported numbers of hours worked in
a week, three of the five participants reported
having employment, two reported being
unemployed and one reported having more than
one job.:

Health Insurance: The Perspective of
the Uninsured

Three focus groups were completed with people
who did not have health insurance. Two of these
were conducted with Latino residents, and one
with African American residents. These focus
group participants shared their experiences with,
and their thoughts about, accessing insurance
coverage.™

Latino Participants

Language is a significant barrier to obtaining
health insurance for the Latino participants.
Participants identified a lack of information about
health insurance. Little information is provided in
Spanish, and when it is provided it is very difficult
to understand.

In general, participants experienced some
confusion about how the health insurance system
works in the United States. For example, some
participants were not sure whether employers
were required to offer health insurance and what
they were required to provide. Others indicated
that it was difficult to understand the benefits
under different insurance policies. Still others

experienced difficulty understanding billing
systems.

Despite these barriers, participants expressed a
desire to learn about health insurance. Most
participants felt that interpreters provided an
invaluable service. In addition, some suggested
the need for workshops where health insurance
representatives could come and talk about
insurance options. Others suggested that a
telephone hotline staffed with Spanish-speaking
individuals who could answer questions about
health care and health insurance would be useful.

In addition to language barriers, and a lack of
information, some participants indicated that their
immigration status prohibited them from obtaining
health insurance. Participants expressed fear of
being fired from their jobs and concern that if
they signed up for health insurance, they would
be reported as undocumented.

Although no participant had been denied medical
care because they were uninsured, all participants
expressed a belief that there is value in having
health insurance because it provides some
security in case of an accident or serious illness.
Participants believed that lack of insurance was
the biggest barrier preventing them from seeking
care through a doctor or clinic. Most participants
expressed a preference for care provided by a
doctor or in a clinic instead of going to the
emergency room as many of them do now.

All participants indicated they would be willing to
pay for health insurance. In general, participants
did not expect health care or insurance to be free.
As one participant said when discussing the cost
of care, “Not free because we are all aware that
things cost money and the doctors need to have
their income in order to survive.”

However, many expressed the opinion that there
was little value in having insurance that does not
cover all or most of the costs of care. For
example, one woman indicated that her husband’s
insurance covered only $30 of a $210 bill for x-
rays. She felt that it was not worth having to pay
a premium each month if she still would have to
pay for a large portion of the cost of her care.

A few participants had been offered insurance
through an employer but turned down the
insurance because the coverage appeared to be
minimal relative to their premium costs. In
referring to her husband’s employer-sponsored
insurance, one woman summed up her feelings,
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“He was going to have a deduction [from salary]
of $60, and then | have to pay $20 for each
appointment and on top of that extra expenses.
Then what'’s the benefit of having insurance?”

African American Participants

The six African American participants in the focus
group did not indicate that either race or culture
was a barrier to accessing health care or health
insurance. Although the majority of them were
employed and working full-time, they stated that
cost was the primary barrier to obtaining health
insurance. All participants indicated that they
wanted insurance for themselves and their
children. As one African American woman stated,
“You would have a safety net. It's peace of
mind.” However, participants indicated that
insurance was either not available or too
expensive.

Lacking access to employer-sponsored insurance,
some participants sought insurance through the
individual market, these attempts generally were
unsuccessful. For example, one participant said
that initial price quotes were low, and when it
came time to purchase the insurance, premiums
were much higher than the initial quotes.

African American participants did not seem to feel
that a special phone line or additional workshops
were needed because they did not have difficulty
knowing where to seek health insurance. All felt
that people in general were aware of health
insurance, but simply could not afford it.

Compared to the uninsured Latino participants,
African American focus group participants were
more likely to seek medical treatment from the
emergency room. The Latino focus group
participants on the other hand, indicated a
preference for going to community clinics to
obtain care. The African American participants
indicated that the emergency room was
preferential because of it's “promptness,
efficiency, and quick service.” Attempts to seek
care in a clinic setting were frustrating due to
difficulties in scheduling appointments.

Health Insurance: The Perspective of
the Insured

One focus group was conducted with Latino
residents who had health insurance, and another
group was conducted with Hmong residents who
had health insurance. These participants shared
their thoughts about health insurance coverage.*

Latino Participants

The Latino participants felt that it is very
important to have health insurance in the United
States. Like the uninsured participants, insured
Latino residents value the security of health
insurance. Although difficult to assess, it appears
that Latino residents who have insurance may
have been in situations where they received more
information from their employers and elsewhere
as compared to residents who are uninsured.
One person explained, “When you apply for a job,
and if you are accepted, they explain all your
benefits, and also medical insurance.”

One insured participant expressed that her health
is a high priority — “... for me, my health is first” -
something not expressed by uninsured
participants. Further, most insured participants
indicated that they receive regular annual check-
ups, mammograms, and other preventive health
care services. When asked, none of the
participants in the focus group with uninsured
Latino residents indicated that they receive these
services regularly, if at all.

None of the insured participants expressed
concerns about immigration status. It is not
known if any of them are undocumented.

However, similar to the uninsured Latino
participants, some insured participants expressed
confusion about the health insurance system in
the United States. For example, one person
wondered if it was a requirement that all people
have health insurance.

Further, insurance coverage did not guarantee
access for this group as insured participants
indicated some level of difficulty in accessing
health services and using their insurance.
Language also appears to be a barrier for this
group in terms of understanding what is covered
under their insurance policies, how to use the
policy and where to go for services covered under
the policy. Many use interpreters for assistance.

Lack of information can have a high cost. For
example, one person went to a clinic for services
only to find that the clinic was not covered under
that person’s health plan and ended up paying
out-of-pocket for services that otherwise would
have been covered under their insurance plan.

Similar to uninsured focus group participants,
insured participants used interpreters, which
helped to alleviate some confusion. They
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suggested that a phone line for Spanish-speaking
individuals could help provide information about
health insurance. The group generated other
ideas about community-based support, such as
workshops.

Hmong Participants

Like all of the other focus group participants, both
insured and uninsured, the five Hmong focus
group participants like the security that insurance
affords them. Most participants learned of health
insurance through their job or from the state for
coverage under the Medicaid and BadgerCare
programs.

Unlike participants in other groups, some Hmong
participants indicated that they would not want to
work for an employer that did not offer insurance,
even if the employer paid a higher wage. This was
made clear as they were the only participants that
indicated that they prefer to pay for insurance
through payroll deduction. Without it, they stated
that they would likely spend the money on
something other than health insurance coverage.

None of the Hmong participants talked about
receiving annual checkups or preventive care
services, although they were all insured.
Participants expressed some confusion about
having a regular doctor, indicated they had
difficulty making appointments, and appeared to
wait until they were very sick to go to the doctor.

Cultural and language barriers impact Hmong
participants. These participants were the only

focus group participants that expressed some
concerns about discrimination. When discussing
promptness of care in the emergency room, one
woman stated, “I feel that maybe, like myself, |
feel I am different people so they don't
acknowledge and work with me.”

Participants generally agreed that the biggest
problem they faced was the language barrier.
They indicated that even documents translated
into Hmong were of little use, especially for their
parents. According to the Office of Refugee
Services in Wisconsin®®, the Hmong culture
traditionally placed a heavy emphasis on oral
communication as opposed to written language.
Thus, language barriers are often compounded by
low literacy levels. Although the Office of
Refugee Services indicates that this appears to be
changing for the Hmong community, focus group
participants still expressed concerns for older
generations.

As a result, Hmong participants have experienced
difficulties in completing insurance forms and
understanding billing procedures. Further, as with
Latino residents, language issues have resulted in
misunderstandings about covered services. Focus
group participants expressed confusion about why
health insurance does not cover all services and
medicine, and why there are co-payments and
deductibles. Hmong participants expressed the
need for more interpreters and other services to
help alleviate these problems.

Summary

Five focus groups conducted in Dane County were
intended to gather information about barriers to
accessing health insurance, with a particular focus
on language or cultural barriers.

In general, Latino and Hmong focus group
participants, both insured and uninsured,
indicated that language is a barrier to accessing
insurance and understanding coverage options
and billing procedures. The Latino residents who
were uninsured also identified immigration status
as a concern. Secondarily, the cost of insurance
was identified as a barrier.

By contrast, uninsured African American
participants indicated that cost was the main
barrier to accessing care and insurance, coupled
with the fact that their employers do not offer

insurance. Cultural issues were not of major
concern to these participants.

Insured participants were more likely to report
having a regular doctor and receiving preventive
care services such as regular tests and check-ups.
Hmong and Latino insured participants were also
more likely to have received information about
health insurance through an employer or some
other source as compared to the uninsured Latino
participants. Although African American residents
generally did not express that lack of information
as a concern, Hmong and Latino residents
indicated a need for more information about
health insurance.

Confusion about health insurance coverage and
the health care system is not unique to non-
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English speaking residents, or to new immigrants.
However, the ability to ask questions, to be
understood, and to understand what is being
communicated can alleviate confusion. Many
focus group participants indicated that
interpreters were useful in communicating with
doctors and in understanding insurance papers.
Further, most indicated a willingness to attend
workshops about health care and health
insurance.

Comments from focus group participants suggest
that the cost of health insurance coverage
remains problematic for most people who are
uninsured, regardless of race or ethnicity. Many
are employed, as the African American
participants, but insurance coverage is not offered
through their employer. Furthermore, focus
group participants who sought coverage through
the individual market often found the insurance
options unaffordable.
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Health Insurance and the Young Adult Population in Wisconsin

Wisconsin is one of 20 states that received a grant in 2000-01 from the federal Department of Health and
Human Services, Health Resources and Services Administration (HRSA) to explore new approaches to
increasing access to health insurance for state residents. Wisconsin was notified of the grant award in
September 2000. Research under Wisconsin's State Planning Grant has focused on several topics,
including the particular circumstances of young adults in accessing health insurance coverage.

Historically, Wisconsin has had a low uninsured rate and a high rate of employer-sponsored and public
coverage for the non-elderly population. However, rates of insurance vary by age group, with young
adults between the ages of 18 and 24 having the highest uninsured rate in the state. This briefing paper
takes a closer look at the insurance status of Wisconsin’s young adult population. Specifically, the paper
presents results of a survey of 18 to 24 year-old individuals. While the survey is not necessarily
representative of the experiences of 18 to 24 year-olds statewide, it provides additional information about
an age group often considered vulnerable with respect to access to insurance. In addition, because many
young adults are pursuing post-secondary education, more in-depth information about student insurance
options at colleges and universities in Wisconsin is provided.

Young Adults in Wisconsin

Wisconsin is home to approximately 520,000
young adults (18 to 24 year-olds).! They
comprise almost 10% of the state’s total
population and approximately eleven percent of
Wisconsin’s non-elderly population.

Most of what is known about the education,
employment, and income of people in this age
group comes from national data. In the fall of
2000, 35% of all 18 to 24 year-olds in the nation
were enrolled in college, with 83% of those
enrolled full-time.? In addition to attending
classes, a large proportion of college enrollees
were employed: 19% worked full-time and 39%
were employed part-time. Full-time students also
balanced school and employment, with 11% of all
full-time students working full-time and 41% of all
full-time students working part-time.®

Compared to adults age 25 years and over, more
young adults tend to work in jobs in the wholesale
or retail trade category, work fewer hours, and
have lower earnings. The largest share of young
adult workers, approximately 40%, work in the
wholesale or retail trade industry, compared to
18% of workers 25 and over.* An additional one-
third of young adult workers are employed in the
service industry.® Young adults nationally tend to
work fewer hours overall than the rest of the
adult population, most likely because they are
students or work in seasonal or part-time
occupations. Young adult workers average 34.8

hours of work per week; while workers 25 and
over average 40.9 hours of work per week.®
Among full-time wage and salary workers,
earnings are also lower for 18 to 24 year-olds
whose median weekly earnings were $361 in
2000, compared to $620 for people age 25 and
over.’

Nationally, young adults have higher than average
uninsurance rates. This is true for young adults in
Wisconsin as well. Table 1 shows the uninsured
rates for the non-elderly population in Wisconsin
by age group, based on Wisconsin Family Health
Survey data.® The survey creates a snapshot of
the uninsured at a point-in-time by asking
respondents several questions about their health
insurance coverage at the time of the survey
interview.

Table 1. Uninsured Rates by Age for the
Non-Elderly Population in Wisconsin

Age 1995 2000
0-17 8% 5%
18-24 19% 11%
25-44 11% 6%
45-64 9% 7%
All Non-Elderly 10% 7%
Adult Non-Elderly 11% 7%

Source: 1995 and 2000 Wisconsin Family Health Survey,
Wisconsin Department of Health and Family Services, Point-in-
Time or “Current” Estimates.
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Health Insurance Options for Young
Adults

Figure 1 shows rates of private-pay, employer-
sponsored and Medicaid coverage for young
adults in Wisconsin as compared to the entire
adult non-elderly population. As shown in the
figure, 18 to 24 year-olds have a higher rate of
private pay coverage than the average for the
entire adult non-elderly population.

Figure 1. Source of Health Insurance by
Age, 1999

Medicaid
Sponsored Only

Private Pay Employer-

18-24 year olds
O Adult non-elderly (18-64 year olds)

Source: Wisconsin Family Health Survey, Wisconsin
Department of Health and Family Services, 2000.

An important source of private coverage for
young adults is that provided through a parent’s
policy. Because coverage through a parent was
not a separate category, it is not clear if this
circumstance is reported under the private-pay
category or the employer-sponsored category
shown in Figure 1. For most insurance carriers,
young adults are typically eligible to be covered as
a dependent under their parents’ coverage until
they reach the age of 25 if they are a full-time
student.® Young adults who are not full-time
students are typically covered through age 19.

Young adults in the labor force who do not have
access to coverage through a parent may be
eligible for employer-sponsored insurance.
However, as shown Figure 1, young adults have

lower rates of employer-sponsored health
insurance as compared to the entire adult non-
elderly population. One reason for this is that
young adults are more likely to be in school.
Further, if employed, young adults have a greater
tendency to work in part-time, temporary, or
seasonal jobs in which they are often not eligible
for insurance through their employer.'® Finally,
even if they are working in a permanent full-time
job, young adults may work for employers who do
not offer insurance coverage. This is particularly
true if the person works for a small employer.

Publicly funded insurance options for young adults
vary by the applicant’s age and other
characteristics. Eighteen year-olds with or
without minor children of their own could be
eligible for Medicaid or BadgerCare. The same is
true for 19 year-olds and older with minor
children. Nineteen year-olds without minor
children of their own are not eligible for
BadgerCare but could be eligible for Medicaid if
they meet certain eligibility criteria for persons
with disabilities. In July 2001, there were 14,100
eighteen and nineteen year olds on Medicaid and
BadgerCare.

Young adults in Wisconsin who do not have
access to health insurance coverage through a
parent’s policy, an employer or a public program,
have few remaining options. Under Wisconsin
State Planning Grant research, access to
insurance for 18 to 24 year-olds in the state was
examined through a case study with the Family
Health Center of Marshfield, Inc and by exploring
health insurance options offered through
Wisconsin colleges and universities.

Case Study: The Family Health Center of
Marshfield, Inc.

The Family Health Center of Marshfield, Inc.
(FHC) provides health care services to individuals
in eleven counties in Wisconsin. Members pay a
monthly premium on a sliding-fee scale that is
based on income, and all must have income at or
below 200% of the federal poverty guideline.
Members are generally not eligible for other public
programs such as BadgerCare or Medicaid.
Although participants sometimes view FHC
membership as having health insurance, the FHC
is a federally funded community health center or
safety net provider, not a health insurance policy.
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In order to better understand the particular
circumstances of young adults in Wisconsin, the
Department of Health and Family Services in
cooperation with the Family Health Center of
Marshfield, Inc. conducted a brief survey of 18 to
24 year-olds who use the FHC. Questions were
asked about employment, student status,
availability of insurance (other than Family Health
Center membership), and barriers to obtaining
health insurance. While the survey is not
representative of 18 to 24 year-olds in the state, it
provides additional information about an age
group often considered vulnerable with respect to
access to insurance.

A 40% response rate was achieved, with 72 of the
179 mailed surveys being returned. Of those
responding to the survey, nearly 28% were
employed full-time and about 49% were
employed parttime. The majority of the
respondents indicated they were attending school:
approximately 42% reported full-time student
status and 10% reported part-time student status.
Thus, nearly half of all respondents both worked
and attended school, either full or part-time.

Table 2 provides more detailed information about
respondents who were working and attending
school. Of those working full-time, about 15%
were full-time students and another 15% were
part-time students. Of those working part-time,
about half were also full-time students, and one-
fifth were also going to school part-time.

When asked if they would like health insurance
coverage and what prevents them from getting
health insurance, about half of the respondents
indicated they would like to have insurance
coverage in addition to their FHC membership.
Survey respondents indicated the FHC is an
important resource for them. The most common
reason for disinterest in insurance coverage was
that they liked the services they received from the
FHC and that the FHC covered all of their current
needs. In addition, respondents indicated that
they could not afford other insurance coverage.

However, the FHC does have some limitations.
Respondents generally indicated they would like
more comprehensive services. Of those who
responded that they would like to have health
insurance coverage, 48% indicated that they
would like to have coverage for hospitalization,
about 32% indicated they would like to have
dental coverage, and about 19% indicated they

would like to have added coverage in general. A
few respondents indicated that they would like to
have coverage that extended beyond the
Marshfield area, particularly when they are in
school.

Table 2. Survey Responses: Employ ment
Status and Student Status

Surveys Sent 179
Number Respondents 72
Response Rate 40%

Of the Respondents
% Working Full-Time 28%
% Working Part-Time 49%

Of Those Working Full-Time
% Full-Time Student 15%
% Part-Time Student 15%

Of Those Working Part-Time
% Full-Time Student 49%

% Part-Time Student 19%

Source: Wisconsin Department of Health and Family Services
and the Family Health Center of Marshfield, Inc.

The cost of obtaining health insurance is a major
barrier for young adults responding to the survey.
Approximately 67% of the young adult
respondents indicated that they are prevented
from getting health insurance elsewhere because
they cannot afford it. In addition, the part-time
employment status of many respondents means
that they most likely cannot access group
coverage through their employer. About 23% of
the young adult respondents indicated that they
work part-time and are ineligible for their
employer’s insurance. Another 18% of the
respondents indicated that they are unable to get
insurance through their job either because their
employer does not offer it, they are a temporary
employee, or for some other reason.

About 15% of respondents indicated that they
expect to have health insurance coverage in the
next 6 or 12 months, of which more than half
indicated they expect to have health insurance
through their job.

Only 13% of the young adults who responded to
the survey currently have health insurance in
addition to their FHC membership. Each of the
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young adults who have insurance coverage is
employed either full- or part-time. However, the
majority did not obtain insurance through their
employer, but rather through their parents, as
they are also full-time students. One respondent
indicated that she is self-employed and pays for a
major medical policy in order to have in-patient
hospital coverage for her family. Another
respondent indicated that he gets athletic
insurance through his college during football
season.

Research at the national level suggests that 18 to
24 year-olds have higher uninsurance rates due to
a number of factors, including: loss of Medicaid,
because they are no longer age or categorically
eligible; loss of private coverage through parents
due to age restrictions; lower labor force
participation and thus less access to employer-
sponsored insurance; a greater tendency than
other adults to work jobs where benefits are not
offered or where they are not likely to be eligible;
and a lower take-up rate when insurance is
offered.™*

The Family Health Center survey results generally
concur with what is known about young adults
and health insurance at the national level. The
young adults who responded to the survey are
not eligible for BadgerCare or Medicaid. The
majority of those who have insurance coverage
are covered under their parents’ policy. Over
40% of the survey respondents indicated that
they are not eligible for insurance through their
job either because it is not offered or they are not
eligible due to their seasonal, part-time or
temporary status. Finally, nearly two-thirds of the
young adults who responded indicated that they
would have trouble affording more comprehensive
coverage.

Student Insurance Options

Currently there is limited information available
regarding the rates of insurance coverage for
young adults who are students. The University of
Wisconsin-Madison estimates that approximately
20% of its students are uninsured. This number,
however, includes graduate students and others
who are not in the 18 to 24 year-old age range.

The Department of Health and Family Services
conducted an informal survey of colleges and
universities in the state to determine the extent of
school-based insurance options for the student

population.? Colleges and universities in
Wisconsin, including technical colleges,*® currently
do not require the purchase of health insurance
through the school or other entity. With the
exception of those attending technical colleges,
primary and preventive health care services are
generally provided to students through an on-
campus clinic. A few campuses have made
arrangements for students to receive these
services through a local health department. Most
campuses, including the technical colleges, offer a
major medical insurance product to their students
and their dependents. Annual premiums for these
products average $484 for single coverage
(student only) and $2,494 for family coverage
(student, spouse and children).*

A Closer Look: Student Insurance at
the University of Wisconsin-Madison

The University of Wisconsin at Madison (UW-
Madison) is unique among post-secondary
institutions in the state, in that it offers its
students health insurance that covers primary and
preventive care, known as the Student Health
Insurance Plan (SHIP). All students are offered
SHIP, but students are not required to participate
in the plan even if they are otherwise uninsured.™
During the 2000 school year, approximately 2,050
students were enrolled in SHIP at sometime
during the course of the year and approximately
1,600 were enrolled atany point in time.®

Annual premiums for the 2000 school year were
$879 ($73.25 per month) for single coverage and
$3,206 ($267.17 per month) for family
coverage.’

Under this voluntary enrollment system, the
University has been experiencing adverse
selection — students with high medical risks and
utilization tend to enroll in SHIP, while those with
low medical risks and utilization tend not to enroll.
As a result, from the 2000 school year to the 2001
school year, the university expected premium
increases of 142% for the same benefit
package.'® To avoid incurring such large premium
increases UW-Madison opted to trim the benefits
package and implement greater cost sharing.
Consequently, annual premiums for the 2001
school year increased by 13% to $996 for single
coverage and by 14% to $3,659 for family
coverage. Examples of reduced benefits and
increased cost-sharing under 2001 SHIP plan
include a $500 per person cap on prescription
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drugs where previously there was no maximum
and a $300 deductible for in-network benefits
where previously there was no deductible on in-
network utilization.®

Over the longer term, UW-Madison is investigating
the feasibility of implementing an automatic
enrollment policy. The policy under consideration
would include an “opt-out” mechanism, under

which the failure to opt-out of the insurance plan
would result in the student being automatically
enrolled in and billed for the SHIP program.
Various opt-out mechanisms are being examined.
University of Wisconsin System researchers are
also investigating the feasibility of implementing a
similar coverage policy at all of its campuses.

Summary

Young adults in Wisconsin have relatively high
uninsured rates: 13% compared to 7% for the
entire adult non-elderly population. Access to
insurance for select young adults was examined
through a case study with the Family Health
Center of Marshfield, Inc. While the survey is not
necessarily representative of the experiences of
18 to 24 year-olds statewide, it provides
additional information about an age group often
considered vulnerable with respect to access to
insurance. In addition, because many young
adults are pursuing post-secondary education,
insurance options available through Wisconsin
colleges and universities were also examined.

The results of the case study, which included a
brief survey of 18 to 24 year-old Family Health
Center members, generally concur with what is
known about young adults and health insurance
at the national level. The young adults who
responded to the survey are not eligible for
BadgerCare or Medicaid. The majority of those
who have other insurance coverage are covered
under their parents insurance. Over 40% of the
survey respondents indicated that they are not
eligible for insurance through their job either

because it is not offered or they are not eligible
due to their seasonal, part-time or temporary
status. Finally, nearly two-thirds of the young
adults who responded indicated that they would
have trouble affording more comprehensive
coverage.

Young adults in Wisconsin who do not have
access to health insurance coverage through a
parent’s policy, an employer or a public program
have few remaining options. Because many young
adults are pursuing post-secondary education,
insurance options available through colleges and
universities can be an important source of private
group coverage. Wisconsin's colleges and
universities typically offer optional, major medical
coverage, which excludes primary care coverage.
These plans often have high premiums and
deductibles, and can impose significant cost
sharing on students. Institutions that offer a
more complete insurance product have
experienced problems with adverse selection,
such that an automatic enrollment policy may be
necessary to promote viable distribution of risk
and to promote reasonable premium increases for
a comprehensive health benefit package.

About the Family Health Center of Marshfield, Inc.

The Family Health Center of Marshfield, Inc. (FHC) is a
federally funded Community Health Center that has
been in existence since 1974. The Family Health
Center provides primary care and community health
services to low -income, uninsured or underinsured
residents in north central Wisconsin. An eleven
member Board of Directors, the majority of whom are
or were participants of the program, governs FHC.

Medical care is provided through a contractual
arrangement with Marshfield Clinic. In addition to
Marshfield Clinic, FHC has an affiliated network of
physicians, hospitals, pharmacies, and dentists to assist
in providing comprehensive care throughout an
expansive 7,372 square mile predominantly rural
service area. The Family Health Center also operates a
mail order pharmacy for its members.
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Milwaukee County General Assistance Medical Program

Wisconsin is one of 20 states that has received a grant from the Health Resources and Services Administration
(HRSA), U.S. Department of Health and Human Services to explore new approaches to increasing access to
health insurance for state residents. Wisconsin was notified of the grant award in September 2000. Research
under Wisconsin’s State Planning Grant has focused on several topics, including the health care costs and
utilization of participants in the Milwaukee County General Assistance Medical Program (GAMP).

The GAMP program is a community safety net system serving uninsured residents of Milwaukee County. In
calendar year 2000, GAMP served over 20,000 individuals and total payments under the program were $36
million. GAMP is funded with state and federal Medicaid revenues as well as Milwaukee County tax levy. The

program is administered by Milwaukee County.

This briefing paper provides an overview of the Milwaukee GAMP program and its participants. Recent trends in

cost and utilization under the program are also examined.

GAMP Program Overview

GAMP provides health care coverage to indigent
persons residing in Milwaukee County who are not
eligible for any other public assistance programs
providing medical benefits and are not covered
under private insurance. The majority of GAMP
participants reside in the City of Milwaukee.
However, 5% of the enrollees report a zip code
outside of the city reflecting the need for medical
services among uninsured, low-income individuals
and families in suburban areas of the county.

Eligibility and Enrollment

To be eligible for GAMP, individuals must have
income below a specified income threshold for their
family size. GAMP considers the total gross income
of all family members. For the purposes of GAMP
eligibility, income is equal to the applicant’s current
income for IRS income tax purposes. Assets are not
considered when determining eligibility.

For a family size of one, the GAMP income limit is
just under 125% of the federal poverty level (FPL).
For a family size of three, the GAMP limit is just over
115% of the FPL. Table 1 summarizes the financial
eligibility requirements for GAMP.

Unlike a standard health insurance benefit where
enrollment is often limited to “open enrollment”
periods, individuals apply for GAMP whenever they
are in need of health care services. Individuals may
only apply when they present themselves for health
care services at a primary care clinic participating in

GAMP, or in the case of emergency, at a hospital
emergency room.

Table 1. GAMP Monthly Income Eligibility Limits —
Calendar Year 2000

Family Gross Income Limit
Size
1 $ 882
2 1,146
3 1,409
4 1,677
5 1,946
6 2,218
7 2,484
8 2,758
9 3,033
10 3,306

Source: GAMP Program and Policy Manual

In calendar year 1999, almost 90% of GAMP
participants applied for the program at an outpatient
setting. The other 10% applied through a hospital in
either an emergency room or inpatient setting. In
calendar year 2000, hospital applications almost
doubled, with 19% of the participants presenting in
an emergency room or inpatient setting.

This increase in applications originating at hospital
emergency rooms has been attributed to two factors
by GAMP program staff. First, GAMP staff believe
that some of the increase is due to the recent loss of
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an urgent care provider in the City of Milwaukee,
which allowed individuals to seek medical care in a
non-emergency room setting. Second, because
GAMP clients are seeking care when applying for
services, fluxes in community-wide medical issues,
such as influenza epidemics, influence emergency
room activities.

While hospital applications have recently increased,
the historical trend has been a significant decrease
in the number of hospital applications and a
corresponding increase in the number of community
clinic applications. In 1998, GAMP implemented a
community-based primary care model, which moved
services and program responsibility from inpatient to
outpatient settings. Prior to that time, hospital
applications (inpatient and emergency room)
accounted for over 48% of total applications to the
program.

Provider Network

The GAMP network is comprised of community-
based clinics and hospitals within the County. GAMP
contracts with 16 providers including all the
Federally Qualified Healthcare Centers (FQHC) and
FQHC “look-alikes” in the county, private practices,
community health agencies and other medical
providers. Services are provided at 23 different
clinic sites operated by these providers throughout
the county.

GAMP clients are required to select one of the
participating clinics as their primary medical
provider. This clinic is considered the “medical
home” of the patient and the clinic is then
responsible for providing and coordinating health
care services on behalf of that client. The program
follows the principles of a care management model
with the community clinics acting in a “gatekeeper”
role.

Each contracted community-based clinic is
responsible for arranging necessary services that
any GAMP participant presenting for care might
need. Through relationships with other medical
providers, such as specialists and hospitals, the
community-based providers are able to coordinate a
full array of health care services on behalf of GAMP
participants.

Covered Services and Cost Controls

GAMP covered services include, but are not limited
to: primary care and clinic services, inpatient and
outpatient hospital, laboratory services, pharmacy

services and specialty care. State law limits covered
health care services under GAMP to those approved
as Medicaid services, but prohibits GAMP payments
for mental health or other alcohol or drug abuse
treatment services. The county also has the ability
to reduce or otherwise limit services covered under
GAMP. For example, Medicaid covers a full range of
dental services, but GAMP limits payment for dental
services to emergency extractions.

GAMP providers agree to accept a maximum amount
of funding from the program for all services

provided to GAMP participants, regardless of costs or
number of services provided. This cap on aggregate
provider payments ensures that GAMP will not
exceed authorized funding amounts for the year,
regardless of service utilization. The provider is
prohibited from seeking additional payment for
services from either the county or the participant.

The County has developed a number of policies to
control costs by reducing emergency room (ER)
utilization. For example, GAMP participants are
assessed a $20 co-payment for each ER visit
regardless of the nature of the visit to encourage
applicants to address their health care needs before
they become an emergency. Control over ER costs
are also achieved by prohibiting payment to
hospitals for emergency room services unless the
service was necessary due to a life or limb-
threatening condition.

Milwaukee County has also developed a Utilization
Management (UM) program for GAMP services. The
goal of the UM program is to assure that care is
delivered in an appropriate setting using appropriate
resources and to monitor the quality of services.
The UM program includes reviews and authorization
for inpatient admissions (emergency and non-
emergency), use of specialty care service
consultations and referral requirements for specified
services, such as home health care and durable
medical equipment.

The UM program, in addition to providing general
oversight of utilization patterns, also provides a
quality assurance mechanism for services provided
by clinics. The UM staff visit each medical provider
and review charts for adherence to medical record
and service standards established by the National
Council on Quality Standards. These reviews are
performed at least annually.
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GAMP Participants

County-administered medical assistance programs
are typically thought of as programs for single
males, but the reality is quite different for Milwaukee
GAMP. In calendar year 2000, 47% of the
approximately 20,000 GAMP participants were
female and 53% were male. Female enroliment was
slightly higher in 1999 at 52%. While the majority of
applicants report being single at the time of
application, nearly 30% report being currently
married or married at some point in time (i.e.
divorced, separated or widowed). Male applicants
are more likely to report being single than female
applicants. Table 2 provides more information on
the marital status of GAMP eligibles at the time of
application in calendar year 2000.

Table 2. GAMP Eligibles Marital Status
Calendar Year 2000

Marital Status Male Female Total
Single T1% 65% 2%
Married 10% 14% 12%
Other* 13% 21% 16%

TOTAL 100% 100% 100%

Source: GAMP Management Reports®
*Other includes divorced, separated and widowed.

The age distribution of the eligible population was
very similar in 1999 and 2000. In both years, a
larger percentage of the male population was
between the ages of 18 and 39. The female
population was more likely to be between the ages
of 50 and 64. Table 3 summarizes the age and sex
distribution of the eligible population for calendar
year 2000.

Individuals who apply for GAMP are screened for
Medicaid and BadgerCare eligibility before they can
be certified for GAMP. Even though the financial
eligibility requirements for BadgerCare are more
generous than those for GAMP, there are a number
of reasons someone could be eligible for GAMP, but
not for BadgerCare, including: (a) absence of
dependent children; (b) immigration status; or (c)
access to employer-sponsored insurance. In order to
be eligible for BadgerCare, the applicant must have
dependent children and cannot have access to
certain types of employer sponsored insurance.

BadgerCare participants must be also United States
citizens or qualified legal immigrants.

In calendar year 2000, just over 1,000 children
participated in GAMP. This represented a significant
increase over 1999. The number of children
enrolled in GAMP increased by 32% from calendar
year 1999 to calendar year 2000. GAMP staff took a
closer look at the children eligible during calendar
year 2000 and found that many did not have a social
security number in the GAMP eligibility system. This
suggests that a number of these children may be
undocumented aliens, which would make them
ineligible for Medicaid or BadgerCare.

Table 3. GAMP Eligibles by Age and Sex Calendar

Year 2000
Age Female Male Total
0-17 6% 4% 5%
18-29 29% 31% 30%
30-39 20% 27% 23%
40-49 24% 24% 24%
50-59 15% 11% 13%
60-64 5% 3% 4%
65-69 <1% <1% <1%
Over 70 <1% <1% <1%
TOTAL 100% 100% 100%

Source: GAMP Management Reports

Applicants who meet the GAMP eligibility criteria are
certified for six months of coverage. Eligibility can
be renewed for an indefinite number of six-month
periods if the individual continues to meet the
program’s eligibility requirements. GAMP eligibles
may select a new primary care provider at the end
of each six-month period.

GAMP appears to be filling a need for short-term
health care coverage. GAMP participants, on
average, do not spend extended periods of time on
the program. During calendar year 2000, 35% of
the participants had only one six-month eligibility
segment on file. Another 38% have had 12-18
months of eligibility. Approximately 10% had more
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than three years of eligibility on file. These eligibility
segments were not necessarily consecutive.

While GAMP does provide temporary, immediate
medical access for over one third of the caseload,
there are indications that a portion of the caseload is
seeking treatment for chronic medical conditions,
which require long-term medical services. For
example, a significant portion of the program'’s
pharmaceutical costs is related to the treatment of
chronic medical conditions such as diabetes,
hypertension and asthma.

The GAMP monthly caseload declined in every
month of calendar year 1999 and then rose
dramatically for the first seven months of calendar
year 2000. In January 2000,the caseload was only
10,539, but by July 2000 it had increased to 19,827.
The calendar year 2000 caseload increase may be
attributable to a revision in the income eligibility
guidelines for the program, which became effective
that year. The gross income limit for a single
household was increased from $800 to $882 with
similar adjustments for other sized households. This
change represents the first adjustment to the
income eligibility guidelines since a September 1997
change in the federal minimum wage law. The
income adjustment allowed individuals who were
working in minimum wage positions to access the
program for the first time since 1994.

While average monthly membership in GAMP has
fluctuated considerably over the last two years, the
total number of people served in calendar year 1999
and calendar year 2000 was virtually the same. The
lower monthly caseload in calendar year 1999
suggests that there was more turnover in the
program that year with many participants not
seeking additional care through re-approval for
GAMP eligibility. In calendar year 2000, it appears
that participants stayed on the program for longer
periods of time through re-application to the
program at six-month intervals.

GAMP Health Care Costs and Utilization

Health care cost and utilization data is available for
many of the services covered by GAMP, including:

Primary Care
Specialty Services?
Pharmacy
Inpatient Hospital
Outpatient Hospital
Emergency Room

R&KRKR KK

& Overlay Services®

Hospital services account for the largest percentage
of paid claims under GAMP. In calendar year 2000,
GAMP paid approximately $25.3 million in hospital
claims of which the majority, almost 75%, was for
inpatient services. Total claims for clinic services
(primary and specialty care) were $15.1 million and
pharmacy service claims were $7.2 million.

Table 4 provides additional detail on calendar year
2000 claims costs by service category. The per-user
and per- member costs reported represent an
average monthly cost for the year. Members are
defined as anyone eligible for coverage during the
month. Users are defined as the individuals who
actually utilized the particular service in that month.
The per-member cost is calculated by averaging the
total payments for a service across all program
participants not just those using the service.

When reviewing this data, it is important to
remember that GAMP participants apply for the
program at a time when they are in need of health
care services. Consequently, unlike other insurance
programs where the number of individuals seeking
care is smaller than the number of program
participants, all GAMP enrollees will receive some
level of health care services while on the program.
This would account for higher per member costs
under GAMP as compared to other populations.

Table 4.GAMP Monthly and Total Costs by Service
Category -Calendar Year 2000

Per Per

Service Category CL(J)SS(?;c Mgg;i)fr -E(r;tiél‘ Iligr?ss)t
Primary Care $ 11801  $21.67 $ 72
Specialty Care 253.09 58.21 11.0
Inpatient Hospital 5,405.76 100.57 18.7
Outpatient Hospital 239.37 26.15 4.9
Emergency Room 351.57 8.69 1.6
Pharmacy 139.89 38.10 7.2
Overlay 218.94 9.24 1.7

Source: GAMP Management Reports
* Per User and Per Member Costs represent a monthly average

Examining per user and per member costs provides
insight into the intensity of health care resource
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utilization. For example, the per-user cost for
emergency room (ER) services is higher than the per
user cost for specialty care, reflecting that ER
services are more resource intensive than specialty
services.

The total cost for specialty services is more than
twice that of outpatient hospital costs, but per-user
costs are very similar for both service categories.
This suggests that the resource utilization for
providing specialty services is, on average, similar to
outpatient services, but that more people are
receiving specialty services.

A comparison of calendar year 1999 and 2000 costs
shows that average per member per month costs for
both inpatient and outpatient hospital services have
declined. Average per member costs for overlay
services have also declined over this time period.
Utilization management activities and the success of
efforts to shift from a hospital-based model to a
community-based, primary care model likely
accounted for these reductions.

Similar to trends in the health care marketplace for
both private and publicly funded insurance
programs, GAMP has been experiencing increasing
pharmacy costs over the last two years. Total
claims paid amounts and per user costs have both
continued to rise with total pharmacy payments
increasing by 24% between 1999 and 2000.

GAMP staff have tracked pharmacy expenditures for
nearly two years and have found that a growing
number of pharmacy claims have contributed to the
program’s rising pharmacy costs. The number of
processed pharmacy claims increased by 10% from
calendar year 1999 to calendar year 2000. The
average cost per claim also increased from $35.84

to $41.16 over that time period. The rise in total
costs can be attributed to the combined effect of a
higher volume of prescriptions and increases in
pharmaceutical costs.

Table 5 provides information on the average
monthly claims cost and per user costs for pharmacy
services in calendar years 1999 and 2000 at six-
month intervals.

Table 5. Average GAMP Pharmacy Costs Calendar
Years 1999 and 2000

Monthly Average

Date of Service Per User Monthly
Cost Cost

Jan.-June 1999 $118 $439,109
July -Dec. 1999 127 528,746
Jan.-June 2000 134 574,294
July-Dec. 2000 146 628,126

Source: GAMP Management Reports

As shown in the table, the average monthly per user
cost increased by 24% from January 1999 to
December 2000, while the average monthly cost
increased by 43%. However, when reviewing the
program’s budget, it is important to remember that
the use of pharmaceuticals can be a mechanism for
managing the health of individuals with chronic
medical conditions and can be cost-effective by
reducing the need for more resource intensive
services, such as hospital services.

Summary

Over the last two years, Milwaukee GAMP has
been serving approximately 20,000 individuals
annually, nearly all of whom live in the City of
Milwaukee. Just under one third of the caseload
is between the ages of 18 and 29. Another 47%
are between the ages of 30 and 49. Most of the
applicants report being single and nearly half
are female. While GAMP participants would
meet the financial eligibility requirements for
Medicaid and BadgerCare, they do not meet
other non-financial requirements.

Inpatient hospital and specialty services
constitute the majority of the GAMP budget
although, the program has successfully used
primary care services provided in community
based clinics and selective utilization
management techniques to control and reduce
inpatient and outpatient hospital costs over the
last two years. Program staff have also worked
to educated participants about, and improve
access to, preventive service to further manage
program costs. Like the health care
marketplace generally, GAMP has been
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experiencing significant increases in pharmacy valuable information on the costs of providing
costs. short-term health care coverage to uninsured,
low-income residents who are seeking treatment
Individuals access the GAMP program when they for an illness. These data also provide insight
are in need of health care services. As a result, into the magnitude of out-of-pocket health care
one would expect their health care utilization to costs that individuals without access to
be higher than the general population. comprehensive health insurance might be
Therefore, average per member and per user required to pay.

costs for GAMP participants are not an accurate
portrayal of the average health care costs of the
uninsured. However, this data does provide

! Datafor this paper was compiled from GAMP internal management reports and special reports prepared for the Department of Health and
Family Services under the State Planning Grant.

2 Each community clinic variesin the ability of meeting a client’s specific medical needs with in-house physician staff. For GAMP specialty
servicesinclude afull range of services not available by a contracted community clinic. Thisincludes typical speciaty services such as
orthopedic services, neurology, or cancer specialties but may include other forms of medical care from a physician not on staff at the community
clinic.

8 Overlay servicesincludes all medical services not provided by physicians or hospitals, such as nursing home care and durable medical
equipment.

For more information about this briefing paper or other activities under the Wisconsin State Planning Grant, contact:
Wisconsin Department of Health and Family Services

Division of Health Care Financing
P.O. Box 309
Madison, Wisconsin 53701-0309

Prepared By: Amie T. Goldman

WI Dept. of Health and Family Services 6 September 2001
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Health Insurance and Health Care Utilization in Wisconsin

As one of 20 states that received a grant from the Health Resources and Services Administration (HRSA),
U.S. Department of Health and Human Services, Wisconsin is exploring new ways to increase health
insurance access for its residents. Research under Wisconsin’s State Planning Grant (SPG) has focused
on understanding the particular circumstances of Wisconsin residents in gaining access to health
insurance coverage.

This paper describes analyses about the relationship between health insurance and the utilization of
health care by Wisconsin residents. The presence or absence of health insurance is one of several factors
that influence health care utilization. Thus, the analyses describe the relationship between insurance and
utilization within the context of other individual and family characteristics, such as health status and
income, that could affect utilization.

This paper summarizes research conducted at the Institute for Research on Poverty, University of
Wisconsin-Madison, using 1998 and 1999 Wisconsin Family Health Survey (FHS) data.

Health Care Utilization: An Overview
Table 1. Utilization of Health Care by

Four measures of health care utilization are Insurance Status, Wisconsin, 1998 and

used in this analysis: visits to a physician, 1999

registered nurse, or physician assistant in the
last year; scheduled health check-ups in the

last year; dental visits in the last year; and None Part All year
having a usual source of medical care. Overall year

rates of health care utilization differed oVisiting a

substantially across the four measures. Doctor, RN or PA 63.9 85.2 85.5
Whereas 96 percent of Wisconsin residents in the Last Year

were reported as having a usual source of % Having a

care, 84 percent visited a provider in the last Check-Up in the 37.6 56.6 63:9
year, 60 percent had a scheduled check-up Last Year

and 72 percent visited a dentist. % Visiting a

Table 1 shows the percentages of Wisconsin Dentist in the 45.4 7.3 76.3
residents for each utilization measure, eIV EEYS

tabulated by insurance coverage over the past % Having a

year. The results suggest a relationship Usual Source of 78.7 91.3 97.3
between health insurance coverage and health Care

care utilization. Compared to those who were Source: 1998-1999 Family Health Survey, Wisconsin
insured all year, those who were uninsured all Department of Health and Family Services

year (see “None” column) were less likely to
visit a physician or a dentist, have had a

check-up, or have a usual source of care. Factors Affecting Health Care

Compared to those insured all year, those Utilization

insured part of the year were no less likely to Does the presence or absence of health insurance
have seen a physician, only slightly less likely influence the utilization of health care? Table 1
to have had a scheduled check-up or have a shows that utilization rates vary with insurance
usual source of care, but much less likely to coverage. However, other factors besides

have visited a dentist. insurance coverage can have an effect on health

|
Wisconsin Department of Health and Family Services
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care utilization. Further analysis of the insurance-
utilization relationship included controls for the
effects of other factors that are related to use of
health care services: age, gender, race,
education, household structure, residential
location, poverty status, and health status.

“Controlling for” the effects of other factors
means that their effects are held constant while
each individual factor is analyzed. For example,
older people are more likely to use health care
services than younger people. Analysis of the
relationship between insurance and use of health
care services, controlling for age, would indicate
whether insurance has an effect on utilization that
is independent of age.

Results indicate that the following factors were
statistically significant, when controlling for the
effects of the other factors listed above:

Insurance status. People with no insurance
coverage in the preceding year were significantly
less likely to have a doctor visit, a dental visit, a
scheduled check-up, or have had a usual source
of care, compared to those with insurance for the
entire preceding year, after controlling for other
factors. In fact, they were only about one-fourth
as likely to have visited a doctor, three-tenths as
likely to have had a check-up, and one-sixth as
likely to have visited a dentist. Those with
insurance coverage for part of the preceding year
were no less likely to have visited a doctor than
those with coverage for the whole year.
However, they were significantly less likely to
have visited a dentist, had a check-up, or had a
usual source of health care.

Age. Compared to children aged 6-17, children
under 6 were nearly 11 times more likely to have
visited a doctor and 9 times more likely to have
had a check-up. Children aged 6-17 were less
likely to have had any type of medical care than
were working aged adults. Controlling for other
differences, the elderly were no less likely to have
visited a doctor or had a check-up but were less
likely to report a dental visit than children ages 6-
17.

Gender. Men were significantly less likely than
women to engage in all forms of utilization,
holding other factors constant. Men were only
about 41 percent as likely as women to hawe
visited a doctor and only about 23 percent as
likely as women to have a usual source of care,
holding other factors constant.

Race. African Americans were no more likely to
have visited a doctor or have a usual source of
health care than were whites. African Americans
were more likely to have visited a dentist or had a
scheduled check-up than were whites, holding
other factors constant.

Education. Education operates generally as
might be expected. Controlling for other factors,
households in which the respondents were
without a high school diploma were less likely to
have visited a doctor or a dentist or have a usual
source of health care than households with a
respondent who had a college degree. Residents
of households whose respondent did not have a
high school diploma were only about one-quarter
as likely to have visited a dentist as residents of
households whose respondent had a college
degree.

Household structure. Those residing in
households composed of a single parent with
children were about as likely to have visited a
doctor, had a checkup, or visited a dentist, as
were those in married couple households with
children, holding other factors constant.
Controlling for age and other factors, single
people without children were less likely to have a
doctor or dental visit, or a checkup, compared to
persons in married couple households with
children.

Residential location. Those who lived on farms
were significantly less likely to have visited a
doctor; their odds of doing so were about 74
percent of those who did not live on a farm,
controlling for other differences. The other
measures of utilization were not significantly
different between those who did and did not live
on farms.

Residents of Milwaukee County were less likely to

have visited a dentist or to have a usual source of
care, but more likely to have visited a doctor, than
were residents of other metropolitan counties.

Poverty status. Controlling for other measured
differences, those with incomes below 100% of
the federal poverty level were no less likely to
have visited a doctor or had a check-up than
those with incomes more than twice the poverty
level. Poor people were less likely to have visited
a dentist, compared to persons with incomes
more than twice poverty.

Those with incomes between 100 and 200 percent
of poverty fared worst on three measures of
utilization. Controlling for other factors, they were

WI Dept. of Health and Family Services
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significantly less likely to have visited a doctor,
have had a check-up, or visited a dentist than
were those with incomes more than twice

poverty.

Health condition. Holding other differences
constant, those with indications of poor health
(i.e., those who reported “fair” or “poor” health

status, or reported a limiting or chronic condition),
were more likely to have visited a doctor and to
have had a checkup, compared to those with
“good”, “very good” or “excellent” health. Those
in poor health were about as likely to have visited
a dentist or had a usual source of care as those
who were in good to excellent health.

Summary

A relationship between health insurance and use
of health services persists, even when
controlling for other factors, such as age and
poverty status. Having insurance coverage for a
full year increases the likelihood that people will
have seen a doctor, had a check-up, visited a
dentist in the last year, and have had a usual
source of health care. Education, residential
location (that is, living on a farm or in
metropolitan or non- metropolitan counties),
age, and gender also have independent,
statistically significant effects on utilization.

Levels of utilization differ among the various
utilization measures. Except for those without
insurance, most people had a usual source of

health care. However, the extent to which they
reported check-ups and dental visits varied by
age, education, household structure, and
poverty level.

Differences between those with full and part-
year coverage are less dramatic, but still matter.
Those with health insurance for only part of the
year were about as likely to have seen a doctor
as those with insurance for the full year. Those
with insurance for only part of the previous year
and those with no insurance in the preceding
year were significantly less likely than those with
insurance for the full year to obtain dental care
and routine check-ups.

About the Data

This briefing paper is a summary of the report
“Health Insurance and Health Care Utilization in
Wisconsin,” prepared by Karen Holden, Thomas
Kaplan, Elise Gould and Audra Wenzlow at the
Institute for Research on Poverty, University of
Wisconsin-Madison. Their analysis of the Family
Health Survey was conducted under contract
with the Wisconsin Department of Health and
Family Services, Bureau of Health Information
and funded by the State Planning Grant. This
briefing paper was prepared by Catherine Frey.

The Wisconsin Family Health Survey (FHS) is a
random sample telephone survey of Wisconsin
households, designed to provided estimates of
health care coverage, various health problems,
and use of health care services by people across
the state. The person in each sampled
household who knows the most about the health
of all household members is selected to answer
all survey questions during the telephone
interview. The FHS is directed by the Wisconsin

Department of Health and Family Services,
Division of Health Care Financing, Bureau of
Health Information.

The combined sample for 1998 and 1999, used
for this analysis, was 12,928 individuals or 4,894
households. Data are weighted so that all
results may be considered to be representative
of Wisconsin’s household population.

The FHS asks about each household member’s
health insurance coverage over the year prior to
the survey interview. Both private and public
sources of insurance were included in the
question. The response categories, also shown
in Table 1, were:

? No insurance coverage during the last 12
months;

? Insured part of the last 12 months and
uninsured part of that time;

? Insured for the entire 12-month period.

WI Dept. of Health and Family Services
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To obtain a copy of the Wisconsin Family Health Survey annual report:
Visit the Department of Health and Family Services web site at:
http://www.dhfs.state.wi.us/stats/index.htm

Or Contact:
Wisconsin Department of Health and Family Services
Division of Health Care Financing
Bureau of Health Information
P.O. Box 309, Room 665
Madison, Wisconsin 53701-0309
608-267-7955

To obtain a copy of the original research paper, contact:
Bert Penn, IRP Publications Coordinator
Penn@ssc.wisc.edu

WI Dept. of Health and Family Services 4 September 2001
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Health Insurance Coverage For Non-Elderly Adults
Living in Households without Children

As one of 20 states that received a grant from the Health Resources and Services Administration (HRSA),
U.S. Department of Health and Human Services, Wisconsin is exploring new approaches to increasing
access to health insurance access for Wisconsin residents. Research under Wisconsin’s State Planning
Grant (SPG) has focused on several topics, including understanding the particular circumstances of non-

elderly adults in accessing health insurance coverage.

This paper presents selected findings on characteristics of the uninsured in Wisconsin, from research
conducted at the Center for Health Policy and Program Evaluation, University of Wisconsin-Madison. The
research was conducted with 1998 and 1999 Wisconsin Family Health Survey data. The purpose of the
research is to provide information about uninsured Wisconsin residents, particularly adults living in

households without any children.

Uninsured Adults Ages 18-64 in
Households without Children

This paper provides information about health
insurance coverage of Wisconsin adults ages 18
to 64 living in households without children under
age 19.

Most national policy discussions about the
uninsured have focused on families with
children. However, non-elderly adults (ages 18-
64) living in households without children also
deserve close attention. Many of these adults
may be parents with grown children not living in
the household; some may have minor children
not currently living with them.

In Wisconsin, an estimated 124,000 adults ages
18 to 64 living in households with no children
were uninsured during 1998-99. These
uninsured adults accounted for about 40 percent
of all the uninsured in Wisconsin (312,000 state
residents were uninsured). There were 81,000
uninsured ages 18-44 and 42,000 uninsured
ages 45-64 living in households without children.

Table 1 shows that one out of five adults living
in low-income households (below 200% of the
poverty level) without children are uninsured.
Specifically, an estimated 23.4 percent of low-
income adults ages 18-44 living without children
are uninsured; 22.1 percent of older (45-64
years) low-income adults without children in
their household are uninsured. These two
groups total 52,000 uninsured adults ages 18-64
living in low-income households without
children.

The proportions uninsured are much lower
among adults living in higher-income
households, above 200 percent of the poverty
level. Among adults 18 to 44 living without
children in higher-income households, 8.3
percent are uninsured. The comparable
proportion among adults ages 45 to 64 is 2.5
percent. There were an estimated 66,000
uninsured higher-income adults ages 18-64 in
households without children.

Table 1. Characteristics of Adults in Households without Children, Wisconsin 1998-1999
Proportion currently uninsured

Less than 200%b6 of Poverty
Greater than 200%b of Poverty

No Physical Limitations
One or More Physical Limitations

Employed Full Time

Age 18-44 Age 45-64
23.4% 22.1%
8.3% 2.5%
10.9% 4.3%
13.4% 7.9%
9.3% 3.0%

Source: 1998-1999 Wisconsin Family Health Survey, Department of Health and Family Services.

Wisconsin Department of Health and Family Services
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Physical Limitations

Physical limitations are self-reports of any
limitations due to a health problem in walking,
climbing, bending, lifting or doing vigorous
exercise; in working or attending school; and in
eating, dressing, bathing, and using the toilet.
In households without children, 13.4 percent of
adults ages 18-44 who reported one or more

physical limitations were uninsured (Table 1).
Among those ages 45-64, 7.9 percent with
limitations were uninsured.

Employment Status

Among full-time employed adults ages 18-64
living in households without children, 66,000
were uninsured.

Summary

Uninsured Wisconsin adults living in households
without children make up 40% of all uninsured
in the state.

Unlike low-income parents living with their minor
children, adults in low-income households

without children do not qualify for publicly-
funded health insurance initiatives. Many adults
living in households without children are low-
income, however, with 52,000 statewide.

About the Data

This briefing paper is a summary of the report
“Wisconsin Health Insurance Coverage” by Kevin
W. Welch, Center for Health Policy and Program
Evaluation, University of Wisconsin-Madison.

His analysis was conducted under contract with
the Wisconsin Department of Health and Family
Services, Bureau of Health Information, and
funded by the State Planning Grant, HRSA.

The Wisconsin Family Health Survey (FHS) is a
random sample telephone survey of Wisconsin
households, designed to provided estimates of
health care coverage, various health problems,
and use of health care services by people across
the state. The person in each sampled
household who knows the most about the health
of all household members is selected to answer
all survey questions during the telephone
interview.

The combined FHS sample for 1998 and 1999,
used in this analysis, was 12,928 people. Data
are weighted so that all results may be
considered to be representative of Wisconsin’s
household population. The FHS asks about each
household member’s health insurance coverage
at the time of the telephone interview. A person
is considered to be uninsured if he/she has no
private or employer-based insurance, nor any
Medicaid, BadgerCare, Healthy Start, or
Medicare. This estimate of the uninsured is a
point-in-time estimate, representing the
uninsured at any given moment during 1998-
1999. Overall, 6% of Wisconsin residents were
uninsured at any given point in time.

To obtain a copy of the Wisconsin Family Health Survey annual report, visit the Department of Health and
Family Services web site at:

Or contact:

http:\\ www.dhfs.state.wi.us/stats/index.htm

WI Department of Health and Family Services
Division of Health Care Financing
Bureau of Health Information

P.O. Box 309, Room 172

Madison, Wisconsin 53701-0309

608-267-7955
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