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COVERING ALL KIDS

Expanding Children’s Health Insurance Coverage is a
Wise Investment in Oklahoma’s Future
By Cindy Decker, Ph.D.

EXECUTIVE SUMMARY

E xpanding access to health
insurance for Oklahoma’s
children would have significant, far-
reaching impacts that benefit all
Oklahomans. Children with health in-
surance are more likely to receive
early, preventive health care, less
likely to visit emergency rooms or be
hospitalized, g

less likely to be F
absent  from
school, and
more likely to
perform better
academically.
Expanding!
health insur-
ance coverage |
also lowers the &
expense of
uncompensated
care for health
care providers, which in turn reduces
health insurance costs for all consum-
ers. For all these reasons, many poli-
cymakers and health advocates are
promoting the expansion of children’s
health coverage as a wise and effec-
tive policy priority.

In Oklahoma, currently about
130,000 children, or 15 percent,
have no health insurance. Oklahoma
has the nation’s sixth highest percent-
age of uninsured children. Lack of
health insurance disproportionately
affects low- and moderate-income
children living in working families.
Although families with income less than
185 percent of the official federal
poverty level ($37,000 for a family
of four) are eligible for care through

Medicaid, families earning just a
little more, between $37,000 and
$60,000 (300 percent of the fed-
eral poverty level) are less likely to
have access to insurance. Many are
not offered employer-sponsored
coverage, or are unable to afford
their share of its cost when it is
available.

The Oklahoma
State Legisla-
ture is consid-
| ering the “All
| Kids Act”,
| which  would
extend eligi-
bility for
st at e -
administered
health care, or
provide a sub-
sidy toward the cost of privately
sponsored health insurance, to
children with family income
between 185 percent and 300
percent of the federal poverty
level. The bill passed the Senate in
early March 2007 and is waiting
to be considered by the House.
Expanding health insurance
coverage for children through
public assistance is a cost-effective
approach for Oklahoma since the
federal government contributes up
to $3.48 for every $1 state dollar
spent on health care costs for
eligible children. In addition, health
expenditures per child are lower
for public programs than for
children insured through private
insurance.



Currently ahout 130,000
children, or 15 percent, have
no health insurance.
Oklahoma has the nation’s
sixth highest percentage of
vninsured children.

I. Oklahoma'’s Health

Insurance Crisis

Nearly 20 percent of Oklahomans
do not have health insurance, put-
ting Oklahoma at the forefront of
a national issue. Many of the unin-
sured are low-wage workers
whose incomes disqualify them for
public programs such as Medicaid,
and who lack access to afford-
able employer-sponsored
private health insurance.

Between 2000 and 2006, the cost
for annual family health insurance
premiums in Oklahoma rose by 65
percent for employers and by 58
percent for employees. Mean-
while, median earnings grew by
only 13 percent.! The enormous
premium increases are leading to
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hard decisions for employees and
employers alike. Employers who
are trying to manage costs have
several choices: cover a smaller
share of the premiums, increase
eligibility requirements, hire
contract or part-time workers who
are not eligible for benefits, reduce
benefits, or drop coverage.
Employees, in turn, are choosing to
reduce benefits to save on premi-
ums or to drop coverage and face
the financial risk of being uninsured.
One indication of the heightened
risk is that the number of bankrupt-
cies due to medical reasons is 23
times this number in 1981, with
about half of all personal bank-
ruptcy filings attributable to either
illness or medical bills.2

The share of employees covered by
employer-sponsored insurance
dropped from 82 percent in 2001
to 77 percent in 2005. This de-
crease has not been offset by a
corresponding increase in Medi-
caid and non-employer based pri-
vate plans. Almost half of the drop
is the result of employers, particu-

Figure 1: Percent of Children with Unmet Medical and
Dental Needs
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larly smaller firms, choosing not to
continue health insurance, while
one-fourth of the drop is attributed
to employees choosing not to

continue receiving benefits.3

Il. States Take Action
Faced with the growing ranks of
the uninsured and an absence of
federal action to address the prob-
lem, a number of states have
stepped forward with innovative
proposals. Four states — Connecti-
cut, lllinois, Pennsylvania, and Ten-
nessee — have adopted universal
access to coverage for children. All
four states make comprehensive
health insurance available to all
children under 19, although they
do not require that children obtain
it. None of the programs has pre-
existing condition exclusions or an
income eligibility requirement, but
they do assess monthly premiums
and co-pays that increase with in-
come. An additional three states
have passed legislation aimed at
providing access to insurance for
all citizens in their state. Many
more states are considering univer-
sal health care bills or have com-
missioned studies to look at the
possibilities for such a system.? In
addition to these efforts, states
have had a variety of programs to



made a number of efforts to
increase enrollment, often focusing
on outreach and simplifying
enrollment.®

In early March 2007, the Okla-
homa Senate passed SB 424, the
“All Kids Act”, with bipartisan sup-
port. This bill would make a state-
administered health care benefit,
or a subsidy toward the cost of
privately sponsored health insur-
ance, available to children whose
family incomes are between 185
percent and 300 percent of the
federal poverty level. (For a
family of four, that would mean
annual income between $37,000
and $60,000.) Unlike Medicaid,
which charges no premiums and
has only token cost-sharing, the
families of children enrolled in the
state-administered health benefit
program would contribute to the
cost of care on a sliding-scale
based on family income. This bill is
waiting to be considered by the
House.
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SB 424 would make a state-
administered health care
benefit, or a subsidy toward
the cost of privately
sponsored health insurance,
available to children whose
family incomes are between
185 percent and 300 percent
of the federal poverty level.

lll. Benefits of Insuring
More Children

While children make up only one
segment of the overall uninsured
population, many policymakers and
health advocates have promoted
the expansion of children’s health
coverage as a wise and effective
policy priority. The benefits of
insuring more children include the
following:

Improve Children’s Health Care Ac-
cess and Health: Many studies have

shown that children who are in-
sured have better access to health
care and are more likely to have
seen a physician when compared
to children without health insur-
ance.b Insured children have fewer
unmet needs for medical and den-
tal care and for prescription drugs,
and are less likely to have health
problems when compared to unin-
sured children.” As shown in Figure
1 (see p. 2), national data show
that children insured through a
public insurance program are one-
sixth as likely to have unmet medi-
cal needs and less than one-half as
likely to have unmet dental needs.
Other research indicates that im-
proved child health may lead to
better health when these children
are adults.8 Additionally, health
coverage for children reduces the
large financial risk that an unin-
sured child places on families.

Improve Attendance and Educational
Performance: Expanding health in-
surance for children would improve

Figure 2: Percent of Children Uninsured, 2004-2005
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children’s development and edu-
cational performance, because
children in good health are less
likely to miss school and are more
able to concentrate on their stud-
ies. Since the opening of the on-
site Bedlam school clinics in Tulsq,
for example, student attendance

Figure 3: Uninsured Children in Oklahoma
Composition by Family Income
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has reportedly increased 30 per-
cent, student mobility has de-
creased 30 percent, and test
scores have dramatically in-
creased. (See text box on p. 6.)?
A study in Kansas found that chil-
dren were absent less frequently
after they obtained health insur-

ance. In California, parents
reported that their children’s
school performance improved

after obtaining coverage for a
year.'© When children are in
school and healthy, teachers
spend less time reviewing material
already covered. Expanding
health insurance coverage would
therefore have educational bene-
fits for all students.

Decrease Costs for Health Provid-
ers: Insuring more children would
not only improve children’s health
but would also help health provid-
ers. Uninsured families are unable
to pay for roughly two-thirds of
the total cost of the health care
services they receive.!l Conse-

quently, the lack of coverage for
children places costs on health
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providers. Health providers are re-
imbursed for some of these costs,
but hospitals, doctors, and clinics
are still left providing a large
amount of care that is not paid for
by the uninsured, the government,
or any other public or private insur-
ance source. Therefore, increasing
the number of children who are
insured would decrease the costs to
health providers.

Decrease private health insurance
premiums: Because the uninsured
are not able to pay the entire cost
of the health care services they re-
ceive, many providers attempt to
recover their unpaid care costs by
negotiating higher rates for health
care services paid for by private
insurance. As a result, premiums for
private health insurance increase.
Indeed, Families USA estimates that
premiums for both individuals and
families in Oklahoma are 15 percent
higher due to the cost of health care

for the uninsured.'2 While this esti-
mate is of the impact from all unin-
sured and not just children, it still
suggests how the lack of coverage
for children has adverse impacts on
the insured.

IV. Uninsured Children

in Oklahoma

Roughly 130,000 children in Okla-
homa, or 15 percent of the popula-
tion under age 18, lack health
insurance at some point during the
year.!'3 This percentage is higher
than the national average and, as
shown in Figure 2 (see p. 3), places
Oklahoma as the state with the
sixth highest rate of uninsured chil-
dren. Oklahoma clearly has a
health insurance gap.

Over 80 percent of all uninsured
children are in families with income
at or below 300 percent of the
federal poverty level, while 8 per-
cent are in families with income




above 400 percent of this level,
as shown in Figure 3.4 Even
though uninsured children tend to
live in poorer families, they also
tend to live in families with a
worker. Nearly 90 percent of
Oklahoma'’s uninsured children are
estimated to have at least one
family member that works full- or
part-time.'> Nationwide, nearly
70 percent of uninsured children
live in households in which the
family head works full-time all
year.1¢

To decrease the number of unin-
sured children, a state program
should increase the access to cov-
erage for children in families who
are not currently eligible for
Medicaid, yet find employer-
sponsored coverage either un-
available or unaffordable. Fami-
lies with incomes between 185
percent and 300 percent of the
federal poverty level, which trans-
lates to roughly $37,000 to
$60,000 for a family of four, may
find it disproportionately more
difficult to provide health insur-
ance coverage for their children
than families with incomes below
or above this amount. Children
from families in this income range
are not currently eligible for
Medicaid, and they are less likely
to be offered health insurance by
their employer than workers with
families earning 300 percent or
more of the federal poverty level
— a difference that has been wid-
ening over time. The families also
are less likely to be able to af-
ford health insurance if it is of-
fered. Nationwide, only 69.6 per-
cent of working adults with chil-
dren and income between 200
percent and 400 percent of the
federal poverty level were of-
fered employer-sponsored insur-
ance in 2005, down from 73.4
percent in 1997. By contrast, for
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working adults with children and
incomes above 400 percent of the
federal poverty level, 78.1 percent
were offered employer-sponsored
coverage in 2005, down slightly
from 79.6 percent in 1997.17

A state program should also
continue and increase efforts to
enroll children who are already
eligible for Medicaid, given that a
large portion of uninsured children
are, in fact, eligible. Oklahoma has
increased its outreach and simpli-
fied enrollment in recent years,
which have increased the enrollment
of children by 84 percent from
2000 to 2006.18 Still, more could
be done.

V. Offering Benefits through a
State-Administered Program is
a Cost-Effective Approach
Medicaid serves as America’s main
safety net health insurer, providing
health care for millions of Ameri-

cans who lack affordable access to
employer-sponsored insurance, such
as very low-income seniors, adults,
children, and people with disabili-
ties. In Oklahoma, children with
family income up to 185 percent of
the federal poverty level are eligi-
ble for Medicaid. Children with
family  income between 135
percent and 185 percent of the
federal poverty level became eli-
gible in 1997 with Congressional
passage of the State Children’s
Health Insurance Program (SCHIP)
and are considered Medicaid en-
rollees under SCHIP. Oklahoma
has the option of increasing the
eligibility limit for children enrolled
under SCHIP.

Expanding children’s health insur-
ance coverage through SCHIP is a

cost-effective method for three

primary reasons:

e The federal government
matches state spending on

SCHIP on a $3.48 to $1 ba-
sis;

e Average health care expen-
ditures per child for public
programs are lower than for
private insurance, even
though Medicaid and SCHIP
tend to offer a more compre-
hensive benefit structure; and

Figure 4: Average Spending per Child
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e SCHIP can be designed in
several ways to minimize the
temptation to drop private
insurance for public insur-
ance. These include allowing
for appropriate levels of
cost sharing for higher-
income recipients.

In Oklahoma in FY 2007, the fed-
eral government pays 68.1 per-
cent of the Medicaid health care
expenditures of children with fam-
ily income up to 135 percent of
the Federal Poverty Level and
pays 77.7 percent of the health
care expenditures of children en-
rolled under SCHIP. This means
that for every $1 that Oklahoma
expends on health care costs for a
child covered under SCHIP, the
federal government contributes a
$3.48 match. These rates are ad-
justed each year based on the
state’s per capita income. The
federal government caps the
amount of spending on children
with family income above 135
percent of the Federal Poverty
Level. Oklahoma, however, has
not reached this cap.

Public insurance for children has
proven less expensive than
private insurance. Spending per
child is estimated to be $1,043 (in
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2001 dollars) for children enrolled
in a public program and $1,492
for children with private insurance,
as depicted in Figure 4.9 This is
true even though benefits under
public programs are at least as
comprehensive as the commercial
insurance market, if not much more,
and tend to have lower cost-sharing
requirements.20

While traditional Medicaid prohib-
its charging monthly premiums or
co-payments for children, as befits
a program serving the lowest-
income families, the SCHIP program
allows states to require participants
to share in the cost of insurance. In
most cases, family contributions are
capped at five percent of family
income. Cost-sharing serves to limit
the public cost of the program and
also limits the temptation to drop

private insurance for public pro-
grams. States can also adopt other
measures to minimize the ability to
drop employer coverage to enroll
in a public program, referred to as
“crowd out.” For example, pro-
grams can require that the child
applicant has been uninsured for a
certain time period such as six
months. Many families would not
risk having their children uninsured
for this length of time in order to
qualify for a public program. Re-
search supports this. A recent study
published in Health Affairs exam-
ined SCHIP enrollees across ten
states and found that relatively
few children enrolled in SCHIP
could have retained private cover-
age.?! Further, state studies in Flor-
ida and Minnesota both found that
“crowd out” was not a significant
problem.22

Tulsa School-Based Health Clinics Improve Attendance and Test Scores and Decrease Mobility

Since 2003, clinics on the site of nine public schools and two Head Start sites have opened in Tulsa, Union, and Sand
Springs in order to better serve the students in greatest need of health care access. These free clinics provide basic pri-
mary care, including immunizations and well-child checkups, plus services such as family counseling, health literacy, and
mental health. At a few clinics, this care is also provided to the family members of the students. Most of the children
served are either uninsured or enrolled in Medicaid.

Superintendents, principals, and teachers are reporting that the clinics have created a sense of community at the schools
and that student mobility has decreased, attendance and academic achievement have increased, and the relationship
between the school and the parent have improved. The statistics support these observations. Standardized test scores are
reported to have increased 10 points on average. Attendance rates have increased 30 percent and student mobility has
decreased 30 percent.23

The school-based clinics are operated by the Bedlam Alliance for Community Health, which is an innovative collaboration
between the University of Oklahoma and the community. Services are provided by 250 volunteer health care profession-
als and students from several colleges of the OU-Tulsa campus, with financial support provided from local philanthropy.
The Alliance also operates clinics at one public housing community and three walk-in clinics. In 2007, there are plans to
open four additional public school-based clinics, two Head Start clinics, a second public housing clinic, and a mobile clinic.
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