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MASSACHUSETTS HEALTH CARE REFORM

Beth Waldman

ABSTRACT

The United States spends more per capita on health care than nearly every other
country; yet despite this level of spending, quality outcomes in the United States are
lower than in many developed countries. This poor quality is due in part to the fact
that over 45 million Americans are uninsured. Health care in the US is provided
mainly throngh employers as an employee benefit; those who work for employers that
do not offer health insurance are left to purchase health insurance in the individual
marketplace at great expense. Low-income individuals may receive coverage throngh
Medicaid, a public health insurance program established in 1965 that is funded jointly
by the federal government and each specific state. States have some flexibility in choos-
ing which populations to cover through the Medicaid program. Massachusetts bhas long
been a state that bas provided relatively generous coverage fo its residents. After taking
steps over a number of years toward the inplementation of state-wide universal cover-
age, Massachusetts, in April 20006, enacted landmark health care reform legislation
aimed at providing all Massachusetts residents with bealth insurance coverage. Under
the law, participation in the health coverage process was for the first time required by
bothy individuals and employers. Since enactment, over 400,000 individnals who were
previously uninsured have gained coverage in the state, either by accepting coverage
through an employer where it had previously been declined, by purchasing in the indi-
vidnal market, or by enrolling in the state’s expanded public coverage programs. As
President Obama moves forward with bis efforts at national health reform with health
proposals contemplated in Washington, DC — proposals that build off of the success
of the Massachusetts model — the nation watches Massachusetts to ensure that it can
maintain its health reform during a time of deep fiscal crisis in the state.

INTRODUCTION

In April 2000, the Commonwealth of Massachusetts enacted health care
reform legislation aimed at providing all Massachusetts residents with
health insurance coverage. Under the law, participation in the health cov-
erage process was for the first time required by both individuals and
employers. This article provides a brief overview of health coverage in
Massachusetts prior to the law’s enactment and reports on progress to
date in the law’s implementation, including the treatment of immigrants.
Furthermore, the article comments on the prospects of the Massachusetts
Health Care Reform strategy to work for the United States as a whole.

BACKGROUND

Access to health insurance has been a major political and economic issue
in the United States for neatly a century.! Unlike most of the industri-
alized world, the US does not provide universal health coverage to its
citizens.” Health insurance coverage in the US is obtained in a number of
different ways based on an individual’s age, employment status, income,
and state of residence. Health insurance coverage started gaining popu-



larity in the 1930s, and in the 1940s and 1950s insur-
ance became a key part of employee benefit plans.
During World War II, when employers had limited
ability to provide wage increases to employees, they
were able to attract workers by providing a compre-
hensive benefit package that included health coverage.
Additionally, unions pushed for inclusion of strong
health coverage in employee benefit packages. The
federal government did not begin to actively provide
health care coverage until the 1950s. The two main
government programs that provide health coverage
to Americans — Medicare and Medicaid — were
established in 1965.

In 2008, 46.3 million Americans had no health
insurance.” The majority of Americans continue
to receive health insurance coverage as part of the
employee benefit package from their employer or
that of a family member. Individuals aged 65 and
older are eligible to receive health insurance cover-
age through Medicare, a program funded by the
federal government.’ Low-income individuals receive
coverage through a combination of Medicaid and
the State’s Children Health Insurance Program, or
SCHIP, known as CHIP since 2009, when President
Obama signed the Children’s Health Insurance
Program Reauthorization Act (CHIPRA), renewing
and expanding coverage of the Children’s Health
Insurance Program from 7 million children to 11
million children.® The Medicaid and CHIP programs
are jointly funded by the federal government and
the individual state. States administer the programs,
setting eligibility and coverage rules within guide-
lines provided in federal law. Because Medicaid and
CHIP eligibility rules vary from state to state, there
is disparity in coverage depending on where in the
US an individual lives.” Additionally, because adults
without dependent children are not eligible for either
Medicaid or CHIP without a federal waiver, most of
the low-income uninsured in the United States are
non-elderly adults. Illegal immigrants, as well as legal
immigrants who have been in the United States for
five years or less (and who are known as “Aliens with
Special Status,” or AWSS), may only receive federally
funded Medicaid or CHIP benefits covering emer-
gency cate.® States may choose to provide traditional
Medicaid or CHIP benefits to these immigrants at
full state cost. A handful of states have offered full
benefits to the AWSS population. However, when-
ever state budgets are cut, these populations are often

at the greatest risk for losing coverage because the
funding is at full state cost.

The United States spends more per capita for health
care than other countries.” In addition to spending
the most, health care spending in the United States is
also increasing at a higher rate than other high-income
countries."” Health care spending in the United States
is over 15% of the country’s gross domestic prod-
uct." Yet most countries have seen health care spend-
ing grow faster than economic growth.'”” Despite
spending more than other industrialized nations, the
United States ranks pootly in terms of quality of and
access to care as measutred by life expectancy, infant
mortality, preventable deaths, and percentage of
population with health insurance.”

Massachusetts is a relatively small and wealthy state,
with a population of just over 6.3 million residents
and a number of world-renowned academic and
medical institutions. It also is one of the most expen-
sive states in the nation in which to receive health
care. The health care sector is the state’s largest
employer.” Historically, Massachusetts employers —
both large and small — have been relatively gener-
ous in providing health coverage to their employees
and dependents. The Massachusetts private health
insurance market had been significantly reformed in
the early 1990s to provide guaranteed coverage and
to improve access to insurance through the small
and non-group markets.'® In addition to its strong
employer base, Massachusetts also provided a strong
safety net enabling individuals who needed assistance
to obtain health insurance coverage. MassHealth, a
combination of the state’s Medicaid and CHIP pro-
grams, is one of the more expansive and generous
public health cate options in the nation."” In addition,
the Commonwealth developed an Uncompensated
Care Pool in the mid-1980s that provided a mecha-
nism for safety net institutions to receive payment
for giving free care to low-income individuals with-
out access to coverage. Massachusetts also provided
state-funded support for a number of health cover-
age and health related programs, including providing
MassHealth benefits to legal immigrants who did
not qualify for federally funded Medicaid benefits.
Illegal immigrants, who would have been eligible
for MassHealth but for their immigration status,
received limited MassHealth coverage for emergency
health care services. Prior to enactment of health



care reform, Massachusetts already boasted one of
the lowest rates of uninsurance (that is, persons who
are uninsured) in the country. Reported numbers
of uninsured Massachusetts residents varied from
between 370,000 to 620,000, depending on which
survey was utilized.'"®

Massachusetts’ generous, publicly funded programs
utilize a combination of federal and state fund-
ing to support the state’s Medicaid program and
Uncompensated Care Pool. In part, the state’s federal
funding is authorized through an 1115 Demonstration
Wiaiver (also called a 1115 Waiver or Waiver) that allows
for funding not typically provided through the federal
Medicaid program. As the state planned for its 1115
Waiver renewal for July 2005, the federal government
sent clear signals that in order to successfully renew
its Waiver the state would need to make significant
changes to its program to retain federal funding aimed
at the state’s safety net providers."” The need to make
changes provided the state and its political leaders
with an immediate impetus to develop a health reform
package that promoted coverage.

Because of the differences between state Medicaid
programs, it is difficult to objectively compare per-
formance across states. However, the Massachusetts
program is one of the most generous programs in
terms of both populations covered and benefits
offered. An April 2007 report from Public Citizen
Health Research Group ranked Massachusetts first
among Medicaid programs.”’ The treport based its
rankings on a review of four categories: eligibility,
scope of services, quality of care, and reimburse-
ment. Massachusetts was the top scorer in both eligi-
bility and quality of care.

THE HEALTH CARE REFORM ACT OF 2006

With passage of its health reform legislation,
Massachusetts became the first state in the nation to
require its citizens to participate in health insurance
by obtaining coverage either through an employer, the
individual market, or with the assistance of a publicly
funded program.” At the same time, the state sub-
stantially increased access by significantly expanding
eligibility for publicly subsidized health coverage.
With the implementation of its health reform law,
Massachusetts now provides access to most indi-
viduals in the state who have incomes up to 300%

of the federal poverty level (FPL), through a com-
bination of programs funded through the renewed
Massachusetts 1115 Demonstration Waiver.” Illegal
immigrants remain eligible only for emergency cover-
age. Legal immigrants who do not qualify for federal
funding were initially included as a covered group
under health care reform. Because of the state’s
ongoing budget crisis, however, coverage for legal
immigrants through the expanded publicly subsi-
dized health coverage has been limited, as described
in more detail below.

A significant piece of the health reform law was the
creation of a health insurance exchange known as
the Commonwealth Health Insurance Connector
Authority (“the Connector”). In addition to admin-
istering the Commonwealth Care program, the
Connector provides consumers who are ineligible for
public assistance — but who cannot access health
coverage through the traditional employer market
— with a number of tools that provide information
on differences in plans available in the non-group
market. Furthermore, consumers can purchase
health coverage through Commonwealth Choice.?
Commonwealth Choice consists of a series of plans
offered by private health insurers and designed spe-
cifically as part of health care reform to provide
more affordable coverage to individuals and fami-
lies who are not able to purchase coverage through
an employer.”” Small employets may also purchase
coverage for their employees directly through the
Connectot’s Contributory Plan.

By providing subsidized health coverage through
Commonwealth Care, the Health Reform Act of
2006 gave an advantage to individuals with incomes
at or below 300% of the FPL, employed or not, who
did not have access to employer-sponsored health
insurance, while individuals of the same income level
who work for an employer offering health insurance
are not eligible to participate. While recognizing that
these criteria may burden some workers, the state
was concerned that a plan that did not include this
inherent inequity may lead to “crowd out” — that
is, employers dropping their private offering of
health insurance because of the existence of public
coverage. If employers were to drop coverage, the
health reform plan would quickly become unafford-
able for the state. To make this more fair to those
lower income individuals who could not afford the



employer-sponsored coverage they were offered, the
health reform act included an affordability exception
that exempted individuals without insurance from
being penalized for not purchasing health insurance
that they could not afford.

Under the health reform law, employers also bear
responsibility to provide insurance to their employ-
ees. While the federal Employee Retirement Income
Security Act (ERISA) law prevents states from levy-
ing an outright tax on employers that do not provide
health coverage, Massachusetts — with support from
the employer community — was able to develop an
employer “fair share” requirement that to date has
not been challenged.”

Also included in the health reform law were significant
rate increases to certain providers of MassHealth ser-
vices — particularly hospitals, physicians, and commu-
nity health centers. By providing rate increases to these
providers, the legislature allowed most stakeholders
within the health care reform policy debate to have
significant “wins.”?" In Massachusetts, as in most state
Medicaid programs, health care providers have long
argued that the state payment rates lagged significantly
behind costs.”® One major fear of health cate reform
was that by adding significant individuals to state cov-
erage, health providers would feel the additional pinch
of providing more care to individuals at below-cost
rates, which would hurt their ability to remain viable
and would put pressure on health insurance premiums
paid by employers in the private market.

PROGRESS TO DATE

The health reform law has been hugely successful in
providing access to health coverage in Massachusetts.
Massachusetts now boasts the lowest rate of uninsur-
ance in the United States.”” The 2008 Massachusetts
Health Insurance Survey found that nearly all
Massachusetts residents had health insurance cover-
age in 2008; only 2.6% of state residents remain unin-
sured. Since the implementation of the law in 2000,
more than 400,000 Massachusetts residents now have
health insurance coverage.” Of those, approximately
two thirds received coverage through a combination
of MassHealth and Commonwealth Care, the state’s
publicly funded programs; and approximately one
third received coverage through private insurance.’

The Connector successfully positioned itself as the
epicenter of health care reform in Massachusetts.

While numbers show that it has been quite success-
ful in providing coverage through publicly subsidized
insurance, it has been less successful in enrolling
members into private insurance directly through the
Commonwealth Choice program. This raises the
question for the federal government and other states
considering reform as to what role an exchange can
successfully play in terms of enrolling individuals
into the private marketplace. Because the health care
products that Commonwealth Choice offers can be
purchased directly through private insurers, there is
no compelling reason for employers or employees to
purchase coverage through Commonwealth Choice.
The initial impetus behind the exchange concept —
having an entity where employers could contribute
toward the cost of insurance and employees could
utilize partial contributions from multiple employers
— has not yet been realized. This has been one of
the more difficult responsibilities of the Connector.
To date, given the other successes in Massachusetts,
there has been relatively little focus on the lack of
success in this area of the reform plan.

The year 2007 was the first year in which the state
imposed significant individual mandate penalties
for Massachusetts residents who could not provide
proof of insurance. Of the 3.2 million taxpayers in
Massachusetts, 5% reported being uninsured as of
December 31, 2007. However, 40% of those who
reported being uninsured were exempt from paying
a penalty. In total, 3% of Massachusetts taxpayers
were required to pay a penalty for not having pur-
chased health insurance.” In 2008, the penalty for
noncompliance with the individual mandate grew to
half of the least expensive monthly premium for an
individual. Based on a preliminary report released in
December 2009, of the 3.4 million tax returns, 4%
reported being uninsured for some or all of the cal-
endar year 2008 and potentially subject to a penalty.
Individuals with incomes below 150% of the federal
poverty level or individuals who were uninsured for
less than three months were exempt from paying a
penalty. Just under 53,000 taxpayers were assessed a
penalty in 2008, down from 60,000 in 2007. %

In addition to determining how many individuals in
the state have access to coverage, it is also important to
determine whether individuals with coverage are able
to access care. Utilization of the Commonwealth’s
Health Safety Net Fund has decreased substan-
tially since the implementation of Commonwealth
Care* This indicates that former users of the



state’s Uncompensated Care Pool are accessing care
through their publicly funded insurance coverage.
While there has not been a definitive study on the
ability of Massachusetts residents to access care, a
recent survey found that 92% of Massachusetts resi-
dents reported having a primary care physician and
only 5% of residents reported a time in the past year
when they wete not able to access necessaty care.”
However, the same survey found that 13% of resi-
dents with insurance were unable to pay for some
health services in the same year. Thirteen percent
also said that they were unable to fill at least one pre-
scription because it was too expensive.®

Likewise, employers are required to pay US$295 per
employee if they are deemed unable to meet the
state’s “fair share” requirements. These requirements
have become stricter however; in 2008, of the 24,000
employers in Massachusetts required to comply with
the requirements, only 855 failed to meet the require-
ments. Those firms paid a total of US$7.7 million to
the state.”” Based on the new regulations, the number
of employers who fail to meet the revised require-
ments is expected to double, in which case the assess-
ment would bring the state a total of US$30 million
in revenue.” This assessment revenue is insignificant
in relation to the overall cost of health coverage in
the state. What is significant, however, is the policy
commitment that the state has made to ensure that
employers continue to serve as the main source of
health coverage for Massachusetts residents by shar-
ing responsibility for health coverage.

LOOKING FORWARD IN MASSACHUSETTS

In Massachusetts, as in the United States and in most
developed countries, health spending is growing at a
faster rate than personal income.” Health care cost
growth has been an ongoing strain on personal bud-
gets as well as on the state and federal budgets. A
key goal of health reform was first to provide access
for all, in order to better allow the state, insurers,
and providers to improve quality and contain costs.
From the start, however, a big question regarding
health care reform legislation was the ability of the
Commonwealth to sustain its commitment to cov-
erage in the long term. The original health reform
legislation included the creation of the Massachusetts
Health Care Quality and Cost Council (the Council)
to provide independent counsel to the state about
how to improve the quality of health care and con-
tain cost growth.

In its first three years, spending on health care
reform was greater than expected; this was due
both to faster-than-estimated enrollment into the
Commonwealth Care program and a richer-than-
initially-estimated coverage package. At the same
time, the state Medicaid program implemented sig-
nificant rate increases required by the health reform
law. Likewise, health care costs as a whole have con-
tinued to grow at an unsustainable rate. With severe
economic ctisis throughout 2009, and the effect of
the national economic crisis on the state, the need
to develop cost containment strategies is of utmost
importance in Massachusetts. For health care reform
to be maintained, the state must find a way to contain
costs so that health coverage can remain affordable
for both families and government while ensuring
that providers get fairly paid for their services. There
are a number of efforts underway to develop long-
term strategies to contain costs. In October 2009, the
Council released a “Roadmap to Cost Containment,”
providing the state with a strategic plan to achieve cost
containment in health spending in Massachusetts. *
In addition, in 2009, the Commonwealth convened
a Special Commission on the Health Care Payment
System, which recommended that the state move
toward global payments. *!

The budget crisis in the state also requires cutbacks
in spending in the state’s Medicaid program. While
the 2009 economic stimulus bill reduced pressure
on state budgets through enhanced federal fund-
ing, states — including Massachusetts — still were
required to make deep cuts in their health and human
service budgets, including for health care programs.
The Massachusetts budget for state fiscal year 2010,
running from July 1, 2009, through June 30, 2010,
made significant cuts to Medicaid and Commonwealth
Care. First, under the budget, much of the gains to
Medicaid provider rates were lost in the form of
either rate cuts or freezes. In addition, since the
economic downturn, investment in outreach and
enrollment has been limited. In state fiscal year 2010,
the Commonwealth Health Insurance Connector
Authority made discretionary grants of US$2 million
to community-based organizations. The Governor’s
state fiscal year 2011 proposal does not include any
outreach and enrollment dollars, but anticipates that
the Connector will again provide these outreach and
enrollment grants. Without application and renewal
support from community-based organizations, it is
considerably more difficult for individuals to obtain
ofr maintain public coverage.*



The final budget for fiscal year 2010 also eliminated
Commonwealth Care eligibility for 28,000 legal
immigrants who had been receiving benefits through
state dollars. From a purely budgetary perspec-
tive, the cut was rational in that the US$70 million
in savings to the state budget from such a cut were
significant and assured. Ultimately, the state offered
the Commonwealth Care Bridge program with lim-
ited funding (US$40 million) to provide coverage to
these legal immigrants. In his proposed fiscal year
2011 budget, Massachusetts Governor Deval Patrick
proposes to increase the funding to US$75 million
with the goal of covering an additional 20,000 legal
immigrants. ¥

PROSPECTS FOR NATIONAL HEALTH REFORM

In addition to Massachusetts, a handful of other
states have attempted to implement health care
reform strategies aimed at insuring all of their citi-
zens." Massachusetts’ ability to implement a health
care reform strategy to provide access to coverage for
nearly all of its citizens stemmed from an already low
rate of uninsurance, higher-than-average employer
participation in health coverage, and an expan-
sive Medicaid and CHIP program. In addition, the
existence of the Uncompensated Care Pool meant
that Massachusetts was already devoting significant
dollars to caring for the uninsured. Health reform
focused on converting those dollars to more afford-
able coverage options as opposed to dispersing them
in urgent and emergent situations.

It will be difficult for other states to implement health
care reform on their own, particularly given the dif-
ficult economic climate. Many experts believed, how-
ever, that the economic crisis provided an enormous
opportunity to implement health care reform at the
national level. Since the beginning of the Obama
Administration, Congress and the President have
been working towards national health reform.

A number of key elements of the Massachusetts
Health Care Reform package have emerged in the
final health reform bills developed by the House and
the Senate. These common elements have included
the use of an insurance exchange to provide infor-
mation and potentially ease purchase of insurance,
implementation of an individual mandate, and an
employer pay-or-play provision. Two of the bigger
issues in the national debate — whether to develop a
public plan and whether to tax wealthier individuals

to pay for universal coverage — were not part of the
Massachusetts debate. Rather, Massachusetts funded
its plan by shifting available federal and state dollars to
pay for coverage instead of uncompensated care. On
the issue of whether a public plan should be a com-
ponent of a health care reform package, the state’s
newly subsidized program, Commonwealth Care, was
developed to be separate from the Medicaid program
and run as a quasi-independent state agency. It has
not been viewed as a public plan, as it is administered
through contracts with five managed care organiza-
tions. As a quasi-state entity, however, the Connector
has been able to negotiate lower premium rates for
Commonwealth Care plans than may be found in the
private marketplace.

The national health care reform effort has been polit-
ically charged and public support for national reform
is tepid. ® The histotic events surrounding the House
vote on the bill of March 21, 2010 occurred as this
article went to press and cannot be addressed here.
Generally, Republicans opposed the bill, citing its
impact on the federal budget and potential to sub-
stantially increase taxes, without concrete provisions
to contain health care costs going forward. A number
of conservative Democrats have also voiced concern.
Whether the time has finally come for universal cov-
erage in the United States, and how effectively cover-
age decisions will build on the Massachusetts health
reform model, remain open questions.
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