
Health Care for the Poor:
Adequacy, Availability,

Affordability

By Pam Silberman

Studies  show  most Americans share the view that good health care should be a

basic right-not a commodity for sale to the highest bidder. But is health care as

readily available to those who sell hamburgers as to those who sell auto insurance

or blue-chip stocks? The answer-clearly revealed in statistic after statistic con-

cerning the health of the poor-is an emphatic no. Many low- to moderate-income

citizens lack adequate health insurance, and the poor use fewer health services,

even though they have more health problems than the general population. Experts

believe at least part of the problem is cost and availability. What can be done to

make health care more accessible and affordable to North Carolina's poor? Are

there realistic hopes for reform?

"It is  indefensible that we are the only industrialized country in the

world , except for South Africa , without a national health care program."

-Dr. Arthur Flemming, former U.S. Secretary of Health, Education, and Welfare.

W hat should be the government's

role in assuring adequate and af-
fordable health care for all citi-
zens? The federal government

wrestled with this crucial question during the war
on poverty in the 1960s. Instead of a comprehen-
sive plan, Congress decided to focus on health
care for the poor and the elderly, and in 1965
Medicaid and Medicare were born. In the decades
that followed, more programs were implemented

to aid the medically indigent. But considerable
latitude was left to the states, and North Carolina
has failed to fill the gaps, leaving gaping holes in
the state's health-care safety net.

Experts say Medicaid covers only a third of
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state residents who fall under the federal poverty
line, and Medicare covers less than half of the
total medical expenses of the elderly. But perhaps
the most onerous health-care problem facing
North Carolina is that nearly one third of the
state's residents are  medically indigent -  that is
they either have no health insurance coverage at
all or their coverage is inadequate.

Who Are the Uninsured?

M any of the medically indigent are impover-
ished, while others are low- to moderate-

income residents who could be plunged into pov-
erty by any major medical emergency. The ranks
of the uninsured also include people who have a
reasonable income by traditional measures but
cannot buy insurance, either (1) because they have
a pre-existing medical condition, (2) because their
employers do not offer insurance at work and they
cannot afford to purchase their own policy, or (3)
because they have not met the required waiting
period-often six months to a year-for enrolling
in the group health insurance plan offered by their
employer.

Most of those who lack health insurance,
however, have low or moderate incomes, says

Chris Conover of the Center for Health Policy
Research and Education at Duke University.
Conover's research has revealed that in North
Carolina, as many as 1,156,000 people are unin-
sured at some time during a typical year.' An-
other 750,000 people have health insurance which
is insufficient to meet their health care needs.2
Three quarters of these medically indigent citi-
zens are poor or near-poor, Conover says, and
evidence abounds that inadequate health insur-
ance is a significant barrier to getting good health
care.

Why? First, it is difficult to find doctors and
hospitals willing to treat non-emergency patients
without a proven ability to pay, and second, the
poor put off preventive medical treatment. "They
are going to wait a long time before they pay
$50 or $100 to go to a doctor to track down a
suspicion they are not well," says Jim Bernstein,
director of the Health Resources Development
Section of the N.C. Department of Human Re-
sources.

Studies have shown that even though North
Carolina's uninsured are in worse health than the
general population, they use 30 percent to 50
percent fewer services. (See Table 1, p. 124.)
When they do seek medical treatment, they are
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Table 1. Health Condition Reported by Patient Type

Health Condition Medicaid Uninsured Insured

Arthritis 38% 21% 17%

High Blood Pressure 38% 20% 17%

Heart Disease 16% 7% 4%

Kidney Disease 10% 6% 5%

Diabetes 10% 4% 3%

Stroke 6% 3% 1%

Disability Which
Prevents Working 15% 6% 1%

Source:  "Who are the Medically Indigent?" Report to the Indigent Health Care Study Commission by
C. Johnston Conover, Duke University Center for Health Policy Research and Education, chart entitled
"Health Status of Adults in North Carolina," March 12, 1986, p. 28.

more likely to use a public health clinic or an
emergency room.3

From her Waxhaw home, Dona Montgomery
directs a nonprofit advocacy group called the
North Carolina Alliance for Social Security Dis-
ability Recipients. Montgomery says she believes
ability to pay has a significant impact on health
care availability. "Many doctors require patients
to pay for their services on the day the services are
rendered," says Montgomery. "Other doctors re-
fuse to treat patients who have outstanding debts.
As a result, many uninsured individuals do not go
to the doctor's office until it is
too late." These gaps in the
health care delivery system fly
in the face of polls showing
broad public support for ac-
cess to health care for all
Americans, regardless of abil-
ity to pay.'

Children are the most
likely of any group to lack
health insurance coverage,
according to Conover's study.
In 1985, approximately 36
percent of the uninsured in
North Carolina were children
under age 18.' The situation is

.r

far worse for low-income children. The number
of uninsured poor children grew from 44.2 per-
cent of the state's poor children in 1980 to 53.2
percent in 1985.6 Experts warn that as the cost of
health insurance rises, more and more workers
may drop optional family coverage for their de-
pendents, pushing the number of uninsured chil-
dren even higher. Conversely, the elderly are the
group most likely to have some health insurance
coverage because of the wide availability of
Medicare. Conover found only 2.5 percent of the
elderly to be uninsured sometime during the year.7

124 NORTH CAROLINA INSIGHT



But Medicare coverage alone is insufficient to
meet a person's health care needs, and there are
267,000 elderly or disabled North Carolina resi-
dents who have Medicare coverage as their sole
source of health insurance." Blacks and other
minorities are more likely to lack health insurance
coverage than whites, and women are more likely
to be uninsured than men.9

More than two-thirds of the uninsured live in
a family where one or more persons works, and
more than half live in a family in which one or
more persons is working full time. A majority of
the uninsured workers work in small firms with
fewer than 25 employees or are self-employed,
but the reasons employees lack health insurance
on the job vary with the size of the firm. Most of
the uninsured workers in small firms are not of-
fered health insurance. Small businesses often
cannot afford the costs of health insurance, which
may run between 30 percent and 50 percent
higher than insurance costs at large firms.1° On
the other hand, most of the uninsured workers in
large firms are offered health insurance but for
one reason or another do not qualify for the plan.
For example, the plan may have a six-month wait-
ing period, or may exclude part-time workers or
those with pre-existing medical conditions. Al-
though many of these workers are only temporar-
ily uninsured, they nonetheless face the risk of
staggering medical costs during this period of
exposure.

t

Recent trends indicate the number of unin-
sured workers will continue to grow. One reason
is a 2 percent decline in employer-based coverage
in the United States during the 1980s.11 This
decline is due partly to the shift in jobs from the
manufacturing sector to the service sector, which
traditionally provides fewer benefits. (For more
on this trend, see Bill Finger, "Making the Transi-
tion to a Mixed Economy,"  North Carolina In-
sight,  Vol. 8, No. 3-4, April 1986, pp. 3-20.) Na-
tionally, between 1980 and 1985, employment
in industries with below-average rates of health
coverage grew four times as fast as employment
in industries with above-average rates of cover-
age.'2 This situation is far worse in North Caro-
lina, where employment in industries with below-
average rates of health coverage grew seven times
as fast between 1980 and 1987 as employment in
industries with above-average rates of coverage.13

More important, however, are rising health
insurance costs and the overall health of the econ-
omy. "Premium increases of 30 percent to 40
percent a year are going to get a lot of people
thinking about whether they can afford health-
care coverage," says Conover. "What happens in
terms of trends [also] very much depends on the
economy. The economy is absolutely a critical
variable, and it is inherently unpredictable."

Conover says his projections show only a
modest increase in the uninsured population
through 1992 if the economy remains healthy,
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but an increase of as much as 85 percent in the
event of a major recession.

Medicaid: Short of the Mark

M
] edicaid was created to provide health in-

surance surance for the nation's poor, but the pro-
gram has fallen far short of its mark. On a given
day, only about one-third of the people living in
poverty in North Carolina qualify for Medicaid,
Conover says. One reason for this is the eligibil-
ity restrictions imposed by Congress, which lim-
ited Medicaid coverage to groups known as the
categorically eligible  - children under the age
of 21, pregnant women, families with dependent
children, people 65 years or older, and blind or
disabled persons. In order to be eligible for
Medicaid, the recipient must meet these categori-
cal restrictions, plus stringent income guidelines.
Thus, individuals between ages 21 and 64, who
have no dependent children and who are not dis-
abled, cannot qualify for Medicaid, regardless of
their income or medical needs.

Despite these categorical limitations,
Conover says North Carolina has the flexibility to
expand Medicaid to cover thousands of additional
low-income people. In most states, Supplemental
Security Income (SSI) recipients-low income
individuals who are elderly, blind, or disabled-
automatically receive Medicaid. North Carolina
does  not  provide automatic coverage to all SSI

recipients, thereby excluding roughly 66,500
low-income elderly, blind, and disabled citizens
from Medicaid coverage.14

The state also excludes thousands of poor
people from Medicaid coverage by setting restric-
tive standards on income and available resources.
In order to qualify for Medicaid in North Caro-
lina, a person may have no more than $1,500 in
countable assets. For a family of four, the figure
increases to only $2,450.11

Income limits are even more restrictive than
asset limits. Aside from the categorical excep-
tions allowed by Congress, Medicaid coverage
must be limited to those with incomes of no more
than 133 percent of the Aid to Families with De-
pendent Children payment level in order for the
state to receive a federal reimbursement of 67
percent for Medicaid expenditures."' This link to
the AFDC payment level translates into extremely
low Medicaid income criteria in North Carolina,
which ranks 42nd in the nation in AFDC payment
levels.17 For example, the maximum AFDC pay-
ment for a family of one is $177 a month. There-
fore, the Medicaid income limit for an individual
is 133 percent of $177, or only $241 a month. (See
Table 2 below).

These income limits do not automatically
exclude a person from Medicaid eligibility. If
categorically eligible, an individual or family may
be found to be  medically needy.  In order to
qualify, the individual or family must incur medi-

Table 2. Income Limits on Medicaid Coverage in North Carolina

Family
Size

AFDC
Maximum
Payment

Medicaid
Income Limit

1988 Federal
Poverty

Guidelines

Medically
Needy Income

Limit as %
of Poverty
Guidelines

1 $ 177 $ 242 $ 481 (50%)

2 231 308 644 (48%)

3 266 358 808 (44%)

4 291 387 971 (40%)

Table  by Pam Silberman
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cal bills equaling the difference between the
family's countable income and the medically
needy income  limit. This difference is called a
deductible or  spend-down.  The effect, however,
is to force people to spend any excess income and
to live on incomes no greater than the Medicaid
income guidelines in order to have their health
care costs covered by Medicaid.

The legislature's Indigent Health Care Study
Commission has recommended that the state
broaden Medicaid eligibility in North Carolina
to take in about 179,300 additional residents. This
would be accomplished by increasing income
limits  from 50 percent to 75 percent of poverty for
the elderly and disabled; from 100 percent to 185
percent of poverty for women and infants; and by
increasing  by 5 percent the income limits for all
other categorically eligible recipients (now 50
percent of poverty guidelines for a family of one).
The estimated cost comes to $231 million, with
the state paying an additional $65 million (28
percent), local government paying $12.2 million
(5 percent), and the federal government picking
up the remainder (67 percent).

Such an expansion  of Medicaid is strongly
favored by the North Carolina Hospital Associ-
ation , which argues that the number of non-pay-
ing patients  at North Carolina's hospitals contrib-
utes to rising  medical costs for paying patients
and increased  insurance costs  for employers.

"The North Carolina Hospital Association is
working to increase the number of poor people
eligible for Medicaid, even though Medicaid does
not cover the cost to the hospital of treating a
Medicaid patient," says William A. Pully, hospi-
tal association lobbyist. "Something is better
than nothing, and nothing is what we are getting
right now for treating these people. There is a lot
of room to expand. We think the state should
maximize participation in Medicaid." Pulley says
it makes sense for the state to participate to the
fullest because the federal government will pro-
vide more than a two-to-one match for state and
local dollars. "North Carolina ranks 48th in the
amount of  all federal funds  per capita coming to
the state," says Pulley. "We're not getting our fair
share."

Daphne Lyon, chief of planning in the De-
partment of Human Resources Division of Medi-
cal Assistance, says 1986 figures, the latest avail-
able, showed North Carolina, the nation's 10th
most populous state, ranked 17th in drawing  fed-
eral dollars to match Medicaid expenditures.

But despite broad support for Medicaid ex-
pansion, whether the state will be able to find the
money to pay its share this year remains a ques-
tion. Revenue collections have fallen short of
projections for fiscal year 1988-1989, leaving
little room for the legislature to add or expand
programs during the 1989 session.
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Medicare Coverage Not Enough

U nlike Medicaid, Medicare is not based on a
person's financial status. There is no in-

come
status. There is no in-

come or resource test in the Medicare program.
In order to receive Medicare coverage, a person
must be at least 65 years old or have been disabled
for at least two years and with some small excep-
tions must be receiving either Social Security re-
tirement or disability payments."'

Medicare coverage alone, however, is insuf-
ficient to meet a person's health care costs. Medi-
care does not cover certain medical needs, such as
routine physical check-ups, dental care, interme-
diate nursing home care, eyeglasses, or drugs.
For the services Medicare does cover, a patient
must pay at least $26.50 in monthly premiums and
pay large deductibles and co-payments.'9 Prior to
recent changes, Medicare covered only about 40
percent of a patient's total health care costs.20

The Hill-Burton program, created in 1946,
has been another source of medical treatment for
the poor. Originally set up as a system
to pay for the capital costs of hospital
construction, the program evolved into
a system of treating the poor. In return
for federal hospital construction
money, local hospitals had to agree to
provide a certain amount of free or re-
duced-charge services to low-income,
uninsured  individuals for a certain
length of time. Thus, while the Hill-
Burton free-care provisions were in op-
eration, many low-income people had
access to hospitals for necessary treat-
ment.

Congress stopped funding the Hill-
Burton program in 1977. Since that
time, many North Carolina hospitals
have exhausted their free-care obliga-
tions.  Of the 96 hospitals with Hill-
Burton free-care obligations in 1980,
only 56 hospitals continue to have
free-care obligations, and most of these
obligations will be exhausted in the
next 10 years.21 By the end of 1990, in
fact, only 37 of North Carolina's 127
general acute-care hospitals still will
have Hill-Burton obligations to provide
health care for the poor.22

Besides the free care which hospi-
tals provide as a part of their Hill-
Burton obligations, hospitals also pro-
vide a measure of free care to the unin-

sured and under-insured. In 1985, for example,
North Carolina hospitals provided $172 million
worth of free care (defined as both charity care
and bad debt). Three-quarters of this free care
($124 million) was provided to the uninsured, and
one-quarter ($48 million) was provided to people
with insufficient health insurance coverage 23
Pully says continued cuts at the federal level in
Medicare reimbursement and increased competi-
tion for fewer paying patients in 1987 alone had
pushed the amount of uncompensated care pro-
vided by North Carolina hospitals to about $780
million. This includes charity care and bad debt.
The figure also includes contractual adjustments,
which primarily comprise the hospitals' costs for
treating Medicare and Medicaid patients, minus
government reimbursement for care provided
under these programs.

Similarly, physicians in private practice pro-
vided $198 million in free care, or 11.1 percent
of total physician billings in 1985. About one-
quarter of the physician free care, or $52 million,
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went to the uninsured ,  and the remaining $146
million went to those with inadequate health in-
surance coverage?4

While both hospitals and physicians provide
a significant amount of uncompensated care to the
uninsured and under-insured,  these services do
not address all of the needs of the medically indi-
gent.  And this source of care for the medically
indigent is threatened by cost control efforts.
Since charity care and bad debt are financed
largely by  shifting the costs onto paying patients,
efforts to cut costs to private patients may also cut
into the amount of free care provided to the medi-
cally indigent.25 (For more on how hospitals care
for the medically indigent,  see Lori Ann Harris,
"The Performance of For-Profit and Not-for-
Profit Hospitals in Providing Health Care for the
Medically Indigent ,"  Comparing  the Perform-
ance of For-Profit  and Not -For-Profit  Hospitals
in North Carolina ,  N.C. Center  for Public Policy
Research,  Raleigh,  N.C., March 1989,  pp. 37-80.)

In addition to Medicaid,  Medicare, and the
Hill-Burton programs,  Congress provided fund-
ing to local communities to set up health care
centers in medically under-served areas. These
centers provide primary health care,  such as phy-
sician and nursing services, on a sliding-scale
basis to the people in their community ,  with fees
based on ability to pay.  In addition,  some of the
facilities offer dental care and low-cost prescrip-
tions. None of the facilities ,  however,  pays for
the costs of hospital care for low-income indi-
viduals needing treatment.

North Carolina operates 35 clinics under this
federal program ,  plus 46 programs under a sim-
ilar state-funded rural health program.  Nonethe-
less, "there are still 44 counties in the state that are
designated health manpower shortage areas,
which means that they have limited access to
primary health care physicians,"  according to
DHR's Bernstein.  Bernstein says this accessibil-
ity problem hits the uninsured poor the hardest,
both because they have a harder time finding phy-
sicians willing to treat them and because they
often lack transportation.

The state also has a system of public health
departments which provide some health services
to the medically indigent.  There are 87 health
departments which cover all 100 counties of the
state.  The services offered at local health depart-
ments vary by county.  For example,  all of the
health departments offer immunizations and all
check for venereal diseases. But only seven
health departments have primary health-care

"The litmus test that both the

biblical and republican traditions

give us for assaying the health of a

society  is  how it deals with the

problem of wealth and poverty."

- Robert Bellah et al.
Habits of the Heart

clinics where adults can obtain full medical
screenings and treatment.26

Are the Current Services Enough?

D espite the range  of health services currently
available to the poor and uninsured,  statis-

tics  clearly  indicate that the care  afforded the
medically indigent is inadequate .  According to a
1983 national  study ,  the insured  receive 54 per-
cent more walk-in care than do those without
insurance coverage. "It is not the case  that the
uninsured manage to obtain ambulatory care
comparable in amount to that obtained  by the in-
sured by relying on public  clinics, teaching hospi-
tal outpatient clinics ,  nonprofit health centers, or
the charity of private physicians. Without insur-
ance, many  simply do without care," the authors
conclude. They  say that  "financial access to care
is clearly the most important factor affecting
use."27

Even Medicaid recipients have trouble find-
ing doctors  who are  willing  to accept Medicaid
patients .  Overall ,  only 53 percent of  the state's
primary care  physicians actively participate in the
Medicaid program,  according  to the N.C. Divi-
sion of Medical Assistance.  On the county level,
participation varies from a high of 100 percent in
Alleghany ,  Bertie,  Camden, Franklin, Hoke,
Jones, and Richmond counties, to a low of 27
percent in  Dare County ,  a coastal county with
relatively  few Medicaid -eligible  residents.28 Ac-
cording  to a 1987 study by Ralph Nader's Public
Citizen Health Research  Group ,  North Carolina
is tied with  New Jersey for the  nation 's lowest
physician participation rate in the  Medicaid pro-
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gram.29  While state officials question this find-
ing, they agree that physician participation in the
Medicaid program is a significant problem in
North Carolina.

Critics say access to hospital care for the
uninsured is only slightly better. "Many low-
income people who need essential but non-emer-
gency care are turned away or are discouraged
from seeking hospital care because they can't pay
the required pre-admission deposit or because
they have outstanding unpaid hospital bills," says
Montgomery of the Alliance for Social Security
Disability Recipients.

A survey by the North Carolina Center for
Public Policy Research found pre-admission de-
posits are widely used by for-profit, not-for-
profit, and public hospitals across the state. Of
the 75 hospitals responding to the survey, 52
percent reported using pre-admission deposits,
mostly for non-emergency surgery.30

Pully says non-paying patients  should  be dis-
couraged from using hospitals for care, except in
emergency situations. "The hospital is the single
most expensive portal of entry to the health care
system," says Pully. "All efforts to discourage its
use by those unable to pay should be supported,
even if only those needing emergency care are
admitted. The incentives should be directed to-
ward providing adequate primary care [at doc-
tors' offices and clinics]. Offering elective sur-
gery to the uninsured would quickly bankrupt the
system."

One national study found that the insured
receive 90 percent more hospital care than do the
uninsured. This differential is particularly
marked in the South, where insured people receive
three times  as many days of hospital care annually
as do uninsured persons 31 Another study found
that the uninsured are most often hospitalized for
maternity or accident cases, and are less likely
than insured patients to receive care requiring
high technology32 In addition to the problems the
uninsured face in obtaining physician and hospi-
tal care, the uninsured must overcome obstacles
to obtaining ancillary care (such as medication),
transportation to the medical provider, and ade-
quate community support services that would
enable the elderly to stay out of nursing homes.

Although the health care needs of the poor are
well-documented, the question of how best to
meet them is far from settled. In one recent study,
researchers found that even when primary care
clinics were accessible and heavily used, the
health of the poor did not improve to the level of

the general population. These researchers con-
cluded that education level, quality of housing,
nutrition, and other variables erode the health of
the poor even when health care is readily avail-
able. The authors recommended treating not just
the symptoms, but the social conditions that
helped to spawn them 33

Still, it makes sense intuitively that the poor
are better served by health services that give them
adequate treatment than by the current stopgap
approach. Sweeping programs that would wipe
out social inequality are unlikely, but there is
substantial room for fine-tuning the existing
health-care delivery system so that it better serves
the poor.

What Other  States  Are Doing

T hose states which have acted on the indigent
health care problem generally have taken

one of two approaches: a comprehensive ap-
proach aimed at ensuring that every citizen has
access to affordable health care, or a targeted
effort to expand health care for certain subgroups
of the population. Most states have chosen the
latter option.

Only Massachusetts has developed a compre-
hensive health care plan. Beginning in 1992,
Massachusetts will require all employers with six
or more employees to offer health insurance to all
employees who work 30 hours a week and to their
dependents 34 To cover those who cannot obtain
employer-based health  insurance, Massachusetts
will provide health insurance to the unemployed
receiving unemployment insurance; expand Med-
icaid to cover more pregnant women and infants;
help otherwise ineligible disabled children and
adults obtain the same benefits available through
Medicaid; require all college students to have
health insurance; and establish a state-subsidized
health insurance program for those on general
assistance and those who do not fall into any other
program category.

Many other states are experimenting with the
targeted approach. Some are attempting to
broaden private sector health insurance coverage
through tax incentives and other means. Others
aim at expansion of public assistance programs.
The National Leadership Commission on Health
Care, a privately formed panel, in January 1989
proposed  a national  health insurance program for
all of the  nation 's estimated 37 million uninsured.

Several states are trying to devise ways to
-continued on page 132
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State 's Infant  Mortality  Rate Among Nation 's Worst

Perhaps one of the best indicators of a
state's commitment to high quality health care
for the poor is its infant mortality rate-and
North Carolina's rate ranks among the nation's
worst. The state had the sixth highest infant
mortality rate in the country in 1986. More
than 11 out of every 1,000 children died before
they reached the age of 1.

And this problem was even more pro-
nounced among minorities. The infant mortal-
ity rate for non-white infants was almost twice
that of white infants, with an average of 16.6
minority infant deaths per 1,000 before age 1
compared to 9.3 infant deaths for whites.

National rankings have not been compiled
for 1987, but state figures show the problem
has worsened. The infant mortality rate in-
creased to 12.1 deaths per 1,000 births, or 17.6
deaths for non-white infants and 9.6 deaths for
white infants.

Low birth weight and premature births are
the leading causes of the high infant mortality
rate. Lack of prenatal care, failure to obtain
adequate nutrition during pregnancy, maternal
diseases, low socio-economic status, and teen-
age pregnancy are risk factors contributing to
North Carolina's high infant mortality rate. All
of these factors are more prevalent among the
poor.

Access to prenatal care is a significant
problem in North Carolina. Between 1980 and
1986, the number of women who received no
prenatal care increased by 57 percent. Failure
to procure prenatal care can have serious con-
sequences. According to a report by the De-
partment of Human Resources' Division of
Health Services, "Women who deliver with no
prenatal care are three times more likely to
have a low birth-weight baby (under 5 1/2 lbs.)
and seven times more likely to have a very low
birth-weight baby (under 31/2 lbs.)." The num-
ber of women who began to receive prenatal
care in their last trimester also increased.'

The General Assembly expanded Medi-
caid in October of 1987 to cover more low-
income pregnant women in an effort to im-

prove access to prenatal care. State lawmakers
raised the Medicaid income guidelines from
$392 a month for a family of four-less than
half of the federal poverty line-to the federal
poverty guidelines ($971 a month for a family
of four). About 15,000 pregnant women were
eligible for this expanded Medicaid coverage.

The legislature also approved Medicaid
program reimbursement for care coordination
services provided to Medicaid-eligible preg-
nant women. The move was intended to help
ensure that pregnant women receiving Medi-
caid also obtained needed support services,
such as nutritional supplements through the
Women, Infants and Children program, and
transportation to the medical provider. In addi-
tion, the General Assembly increased the Medi-
caid reimbursement rates for the basic prenatal
and delivery package from $409 to $625, ex-
panded Medicaid to cover nurse midwife serv-
ices, and most recently appropriated $240,000
to help offset the malpractice insurance costs of
doctors who would provide prenatal and deliv-
ery services to pregnant women in medically
underserved areas. But despite these changes,
low income pregnant women still have diffi-
culty obtaining prenatal care.

The Medicaid reimbursement rate is less
than one-half of what many doctors receive
from private patients. (A proposal by the Indi-
gent Care Study Commission would increase
payment for the prenatal care package by 52
percent to $950.) Thus, many doctors either
refuse to treat Medicaid patients, or limit the
number of patients that they will see. This
cutback in the private sector forces more
women to use the public health sector as their
source of prenatal care. "Between 1984 and
1987 there was an 8.7 percent increase in the
number of live births, but a 31.5 percent in-
crease in the number of women receiving pre-
natal care at state-supported prenatal clinics,"
says Barry Goldstein, Assistant Director of the
Maternal and Child Health Section of the Divi-
sion of Health Services. However, the health

- continued on page 132
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encourage more employers to offer heath insur-
ance. Hawaii has the most comprehensive em-
ployer-based approach, with employers required
to provide health insurance coverage to employ-
ees working at least 20 hours a week 35 Employ-
ers are not, however,  required to provide health
insurance for dependents or for certain other cate-
gories of individuals,  such as those receiving
Medicare.

Other  states have attempted to create low-
cost health insurance plans which would be at-
tractive to the many small employers who do not
provide health insurance coverage.  The Robert
Wood Johnson Foundation of Princeton,  N.J., has
funded 15 different state and local initiatives to
test different ways to reduce premium costs and
market health insurance plans to small employers.
These  methods include limited benefit packages;
provider discounts;  managed-care systems com-
parable to health maintenance organizations;
small employer health insurance pools; premium
subsidies;  increased employee cost sharing such
as higher deductibles;  and information and refer-

Infant Mortality

=continued  from page 131

departments are not all equipped to handle the
increasing number of pregnant women. The
Division of Health Services surveyed local
health departments and found that in 18 coun-
ties, pregnant women have to wait more than
two weeks in order to be seen by a doctor. Four
counties have waiting periods of more than
four weeks.

Moreover,  11 counties in the state do not
offer prenatal care in their health departments:
Alleghany, Ashe, Avery, Clay, Greene,
Graham,  Hyde,  Pamlico,  Pender,  Polk, and
Transylvania.  In addition,  two of the 18 high-
risk clinics in the state temporarily closed down
in June 1988 because they lost their obstetrical
back- up. In  six of the 11  counties that do not
have prenatal clinics in their health depart-
ments, residents can receive maternity care
from health departments in neighboring coun-
ties.  Division of Health Services officials an-

ral systems to link small employers to existing
health insurance plans 36

In addition, 15 states have developed high-
risk pools to address the needs of the medically
uninsurable 37 These plans offer health insurance
to people who have been rejected by other insur-
ance companies because of pre-existing condi-
tions. The purpose of these pools is to spread the
cost of covering the medically uninsurable among
all the regulated insurance companies in the state.
Most of these plans limit the premium rates to 150
percent or less of average premium rates for indi-
viduals. Two states ,  Wisconsin and Maine, pro-
vide premium subsidies for low-income people.
Such subsidies are intended to offset the high
premiums and co -payment requirements that in
some states prevent low-  and moderate-income
people from enrolling in these high-risk plans.

Several other states have experimented with
state-subsidized health insurance programs.
Washington, for example, recently enacted the
Health Care Access Act, which will help subsi-
dize health insurance coverage for 30,000 people

ticipate that prenatal care will be initiated or
reinstituted in four of the remaining five coun-
ties in 1989.

The state recently expanded the  WIC pro-
gram to serve more low-income pregnant
women.  WIC is a nutrition education and sup-
plement program  for low-income pregnant,
postpartum, and breastfeeding women,  as well
as infants and young children. Adequate nutri-
tion is critical to a healthy birth.  With an
annual budget  of $50. 1 million in  North Caro-
lina, WIC reaches 108,000 people each month,
approximately 44 percent of all eligible people.
National studies have shown  that WIC contrib-
uted to a reduction of 20 to 30 percent in fetal
deaths before birth, and that women who par-
ticipate in WIC have fewer premature births 2
The Division of Health Services has taken
steps to expand the WIC program by entering
into an agreement with two infant formula
companies  (Mead Johnson and Ross Laborato-
ries) to rebate to the state part of the cost of the
formulas.  As a result,  WIC will reach about
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under age 65 with gross family incomes at or
below 200 percent of the federal poverty line.
That means a family of four with a household
income of up to $23,000 is eligible for the subsi-
dized coverage. Individuals are required to pay
monthly premiums based on their income levels
and have nominal copayments for certain serv-
ices. To contain costs, health services are con-
trolled through health maintenance organiza-
tions.39 Wisconsin and New York are designing
similar pilot programs to test the feasibility of
state-subsidized health insurance proposals 39

Much of the expansion of public assistance
has come in the Medicaid program. Most states
view Medicaid as a cost-effective means of ex-
panding access to health care, since the federal
government contributes heavily to the cost of the
program. Consequently, many states have taken
advantage of recent changes in federal law that
allow the provision of Medicaid to more people.
As of July 1988, 30 states, including North Caro-
lina, had enacted legislation to expand Medicaid
to cover children and pregnant women with fam-

20,000 more people each month, or 51 percent
of all people eligible and in need of nutritional
supplements.

While these are significant efforts to en-
sure that pregnant women have adequate diets
and access to prenatal care, they have not yet
affected North Carolina's infant mortality
rate. State officials expect the impact to show
up in the 1989 figures, but already there are
calls for more aggressive action.

The North Carolina Institute of Medicine,
in a November 1988 report, recommended that
the state take several steps aimed at reducing
the number of premature and low-birth-weight
babies. These include county-by-county plans
for delivering prenatal care to low-income
women through health departments and pri-
mary care physicians; expansion of Medicaid
income guidelines to 185 percent of the federal
poverty guidelines for young children and
pregnant women; discretionary funds for-coun-
ties to fill gaps in prenatal care coverage; and
state-employed doctors, nurses, and midwives

ily incomes equal to or below the federal poverty
guidelines. An additional 10 states have increased
the income eligibility guidelines even more.
Congress allows states to provide Medicaid to all
infants and pregnant women with household in-
comes of less than 185 percent of the federal
poverty guidelines 40 Further, four states have
expanded Medicaid to cover more low-income
aged, blind, and disabled individuals at

In addition, Michigan and Massachusetts
have set up state-funded public health programs
to ensure access to prenatal care for all pregnant
women and children .42 Eight states have set up
state-funded prescription drug programs to subsi-
dize the cost of medication for certain low-in-
come elderly and disabled individuals 43

Options Under Study in North
Carolina

N orth Carolina currently has two legislative
study  commissions examining health ac-

cess issues: the Indigent  Health Care Study Com-

to provide prenatal care in counties without
obstetrical services.

Dr. Sarah Morrow, an Institute board
member, says the package would cost $4.7
million in the first year. But she says besides
giving children a better chance at a healthy
start, increasing access to prenatal care would
cut down on expensive medical treatments that
often wind up on the hospital bills of paying
patients. "For the cost of putting five low-
birth-weight infants in intensive care nurseries,
you can provide prenatal care to 149 low-in-
come women," says Morrow.

-Pam Silberman

FOOTNOTES
'Testimony to the Indigent Health Care Study Com-

mission , Subcommittee on Public Assistance Options, by
Richard Nugent, consultant to the Maternal and Child
Health Section, Division of Health Services, N.C. Depart-
ment of Human Resources, Nov. 10, 1988.

"'Special Information for All Providers: Food and
Nutrition Services to Women and Children," N.C. Medi-
caid Bulletin, N.C. Department of Human Resources, July
1988, p. 6.

APRIL 1989 133



t

mission and the Health Insurance Trust Commis-
sion. The recommendations of these two study
commissions to the 1989 session of the General
Assembly include Medicaid expansion; commu-
nity health demonstration programs; changes in
the health insurance laws to reduce barriers to
employer-sponsored health insurance coverage;
and a pilot program to encourage small employers
to provide health insurance.

The Indigent Health Care Study Commission
recommended that the family income guidelines
be increased for infants and pregnant women to
185 percent or less of the federal poverty guide-
lines. This would raise the income eligibility
limit from the current $11,600 for a family of four
to $21,460. To encourage more private physi-

it

cians to treat low-income preg-
nant women, the commission
recommended that Medicaid
reimbursement for prenatal
and delivery care be raised
from the current $625 to $950
and that the state expand a
recently enacted pilot program
that offsets part of the mal-
practice insurance costs for
obstetricians and family prac-
titioners who agree to treat
low-income pregnant women
in medically under-served
areas. (This is part of an effort
to battle the state's high infant
mortality rate. For more on
this problem, see sidebar,
pages 131-133.) The commis-
sion also recommended that
the income guidelines be in-
creased to cover more chil-
dren, elderly, disabled, and
working families. These pro-
posals would provide Medi-
caid coverage to an additional
179,300 low-income individu-
als at a total cost of approxi-
mately $231 million, which
includes the cost of adminis-
tering the program as well as
health services costs. The state
share would be approximately
$65 million, or $30 a month
for each additional Medicaid
recipient served, and the
county share would be $13
million, or $16 a month for

each new recipient."
The Indigent Health Care Study Commission

also recommended that the state develop a two-
year demonstration project to assist communities
in developing a coordinated health care delivery
system for the working poor. The Health Insur-
ance Trust Commission has endorsed this pro-
gram as well. Grant funds would be made avail-
able to communities to provide primary and pre-
ventive care services and to arrange for necessary
referral, hospital, and support services for the
uninsured poor. This program would cost ap-
proximately $1.65 million and would provide pri-
mary care for up to 4,000 people.

In addition, the Indigent Health Care Study
Commission recommended changes to the current
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insurance laws to provide
more coverage to employees
in companies that offer health
insurance. The proposed

changes would prohibit com-
panies with 20 or more em-
ployees from excluding cer-
tain employees from health
coverage on the basis of their
health status. The recommen-
dations would also limit the
waiting period for new em-
ployees to a 90-day maximum
and would set a six-month
limit on pre-existing condition
exclusions. For example, a
worker with diabetes would
have his health costs from
treatment for the disorder cov-
ered at the end of six months.
The commission also recom-
mended that pregnancy be
precluded from the definition
of pre-existing medical con-
dition so that all prenatal and
pregnancy-related services
would be covered once the
employee was eligible for cov-
erage. These recommended
changes would not, however,
require companies to offer
health insurance, nor would
they affect self-insured health
plans.

The Health Insurance
Trust Commission has asked
the N.C. Life Underwriters
Association to conduct a pilot
marketing program in New Hanover, Brunswick,
Pender, and Columbus counties. The aim is to
convince small employers to participate in health
plans for their employees. The association will be
using  a new booklet,  Group Health Plans for
Small Businesses,  which contains summaries of
nearly 70 policies currently available to small
employers in North Carolina. The commission
also recommended that the legislature approve a
demonstration employer tax credit program to en-
courage more small employers to offer health in-
surance.

In addition, the Health Insurance Trust Com-
mission asked the legislature to consider the es-
tablishment of a health insurance pool for em-
ployees with pre-existing medical conditions.

The commission had first considered recom-
mending such a pool only for employees of small
businesses. The Indigent Health Care Study Com-
mission asked that health insurance pools be con-
sidered for all of the medically uninsurable-not
just employees of small businesses.

Sen. Jim Johnson Jr. (R-Cabarrus), who
serves on the Indigent Health Care Study Com-
mission, says the recommendations of the two
commissions are sound and well researched, but
those that will require a substantial appropria-
tion are unlikely to be funded in the near future.
"They are good recommendations, but I don't see
how we're going to be able to handle them," says
Johnson. "We're really strapped. We're going to
have to scrape to make any adjustments in state
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employee salaries."
The activities of the commissions show an

interest in and commitment to improving health
services to the poor. Yet even if the legislature
were to adopt in full the recommendations of both
commissions, the ranks of the uninsured likely
would be reduced less than 20 percent.45 Still,
many would argue that the state has the responsi-
bility to act, even if the anticipated impact is a
modest one. The ranks of the medically indigent
comprise disproportionate numbers of children
who deserve a chance at a healthy and productive
life. Minorities and the working poor also are less
likely to have health insurance than the general
population, and the link between this lack of in-
surance and inadequate health care has been well
established. But there is a broader interest in
mounting a vigorous attack on the problem. Un-
less the state acts, experts say rising health care
and insurance costs will drive the numbers of the
medically indigent still higher. Cost shifting by
health-care providers will mean a greater burden
for paying patients and for employers who offer
health insurance. Through such measures as in-
creased participation in Medicaid and induce-
ments for smaller firms to provide health insur-
ance, the state may be able to stem or even reverse
an otherwise ominous trend toward increasing
numbers of medically indigent citizens.
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