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Strides Against Economic Headwinds
Despite the recession, Oregon expands health coverage with federal help
By Janet Bauer

Oregon is making strides in helping Oregonians get health coverage, a remarkable development
considering that the recent economic recession wreaked havoc on the state’s finances. Since
2009, Oregon has been carrying out a plan to provide health insurance for previously uninsured
children and adults by bolstering existing medical assistance programs and public-private health
partnerships.
As of June 2011, Oregon exceeded its Oregon Health Plan enrollment goals for children and
adults with few earnings. The progress in children’s coverage is especially fortuitous, given that
the federal government has rewarded the state with additional federal dollars because of the
achievement.
This issue brief describes Oregon’s success in improving coverage among uninsured Oregonians
and how state and federal policymakers enabled the accomplishment despite difficult economic
circumstances.

Health coverage woes deepened during the just-concluded decade
In the opening years of the new millennium, the gap in health coverage among Oregonians
remained a festering wound. In the years 1999 to 2008, about 11 percent of Oregon’s children
had no insurance. The rate among working-age adults jumped from 16 percent to 22 percent
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over the period. By the time the legislature convened in 2009, some 97,000 children and
524,000 working-age adults had no health insurance. The only bright spot was coverage for
people age 65 and older, nearly all of whom were insured through Medicare, retiree coverage or
veterans’ benefits.
The lack of health insurance exacted a heavy toll on those exposed. In 2007, for example, 71
percent of uninsured American adults reported that they had gone without needed health care.
Forty-two percent of Americans reported delaying or going without routine preventive care and
60 percent reported having problems with medical debt.1
The lack of health insurance also put pressure on Oregon’s health care infrastructure. In 2007,
Oregon hospitals — institutions that cannot turn away the uninsured who come to their
emergency rooms — wrote off $223 million more in consumer medical debt than they did in
2000, a 173 percent increase. 2
The decline in health insurance among working-age Oregonians reflected a trend in fewer
getting coverage through their workplace. In the 1999-2000 period, 69 percent of working-age
Oregonians were insured through an employer. By 2007-08, that share had fallen to 63
percent.3
It wasn’t just employment-based coverage that shrank during this period.
The Oregon Health Plan (OHP), an ambitious program launched in 1994 to extend Medicaid
coverage to poor Oregonians not receiving public assistance, also experienced a sharp decline in
the number of those covered. At its peak in 1995, OHP covered over 130,000 poor adults who
would not otherwise have qualified for Medicaid, which under federal rules must cover the aged,
blind, disabled, low-income pregnant women and recipients of cash assistance.4 Unfortunately,
subsequent cuts in the 1990s shed thousands from the program. Then a recession in 2001
dramatically reduced state revenues. The legislature responded by separating the expanded pool
of adult beneficiaries into a program called OHP Standard, with reduced benefits compared to
those in OHP Plus, the new name for the part of OHP covering those who otherwise qualified
under federal Medicaid rules.
Then in 2003, under continued revenue pressure, the state again slashed support for OHP
Standard, causing enrollment to plummet. The state closed OHP Standard to new enrollees in
2004. Due to attrition, enrollment dwindled to fewer than 18,000 by 2008.5
At the time legislature convened in 2009, Oregon’s efforts to provide health coverage to the
uninsured outside the Oregon Health Plan were important but modest, in view of the more than
half a million Oregonians lacking insurance. For instance, through its Family Health Insurance
Assistance Program (FHIAP), the state was helping some low-income Oregonians obtain private
insurance coverage, coverage that would otherwise have been unaffordable. In 2008, FHIAP
helped 13,000 low-income families secure coverage by contributing to individual or group
health insurance premiums.6 Federal Medicaid and state dollars went toward these premium
subsidies. Additionally, a “high-risk” insurance pool, the Oregon Medical Insurance Pool
(OMIP), where premiums were subsidized by Oregon’s insurers, helped 15,000 Oregonians who
had been rejected for individual coverage due to a pre-existing condition.7
By 2009, a few other programs also provided some health coverage. As required by federal law,
the state provided emergency medical insurance for low-income, legal residents who weren’t
eligible for OHP — a program that assisted 17,500 Oregonians in 2008. The state also assisted
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some low-income Medicare enrollees with expenses that Medicare didn’t pay for and helped
some low-income women get breast and cervical cancer screening and treatment.8
Toward the end of the decade, as the Great Recession engulfed the state and the nation,
prospects for improving health insurance coverage in Oregon looked grim.

The 2009 Oregon legislature expands health coverage
The growing health coverage problem did not go unnoticed by the 2009 Oregon legislature,
which took two important steps to address it. First, it enacted the Healthy Kids program to cover
nearly all of Oregon’s uninsured children. Second, it opened the Oregon Health Plan to more
poor uninsured adults.
To pay for the coverage expansions for children and poor adults, the legislature enacted new
taxes on hospitals and insurers. House Bill 2116 established a 1 percent assessment on insurance
premiums and on the per-person Medicaid payments provided by the state to Medicaid
managed care organizations.9 It also reinstated and expanded hospital assessments, a tax on net
profits. With these actions, the state expected to generate $359 million in new revenue during
the 2009-11 biennium, money that was expected to leverage an additional $768 million in
federal Medicaid matching dollars.10
Expanded coverage for children
The new Healthy Kids program expanded and improved existing public health insurance
structures. It opened the Oregon Health Plan to children with income up to 200 percent of the
federal poverty line (set at $44,700 for a family of four in 2011), where before it only covered
children with income up to 185 percent of poverty ($41,348 for a family of four in 2011).11 The
plan also streamlined enrollment, making it easier for families to get coverage for their kids.
For children who were not eligible for OHP, Healthy Kids aimed to make available affordable
health coverage through a “Healthy KidsConnect” marketplace. Participating insurance
companies were not permitted to discriminate against children with pre-existing health
conditions by denying them coverage or charging them more than they would healthier children.
Plans had to provide a comprehensive package of benefits. Families with income up to 300
percent of the federal poverty level received state assistance with premium costs on a sliding
scale basis. By requiring insurers to provide quality coverage to all comers, the program aimed
to encourage healthy children to enroll. If successful, the approach would lower the cost per
child for insurers and thereby make premiums more affordable.
In relatively short order, Healthy Kids made substantial progress in covering Oregon’s
uninsured children. Healthy Kids enrolled 93,892 children between July 2009 and June 2011, a
number that exceeded the goal of 80,000 additional kids covered. Among the newly-insured,
88,802 were from families with income at or below 200 percent of the federal poverty line.
Another 5,196 enrolled in the private Healthy KidsConnect program, most of whom received
help with premium costs.12 The marked progress in enrollment followed an aggressive
promotional effort by the state.
The federal government rewarded the state for its gains in child coverage by providing a
“performance bonus” of $15 million in December 2010.
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It’s too soon to know the effect of Healthy Kids in reducing the share of Oregon children without
coverage.13 U.S. Census American Community Survey data for 2010, to be released in the fall of
2011, may very well show improvement given the significant enrollment success.
Expanded coverage for adults with poverty-level income
After several years of keeping its doors shut, OHP Standard reopened in 2008. Enrollment in
the program had fallen below the budgeted level of 24,000, allowing the Department of Human
Services (DHS) to begin offering coverage to uninsured adults with poverty-level income not
qualifying for OHP Plus. DHS invited Oregonians who thought they might qualify to place their
names on a registry from which the agency would periodically randomly select individuals to
invite to apply for OHP Standard coverage.
The following year, OHP received a funding boost from the hospital assessment. With these
resources the state set a goal of increasing OHP Standard enrollment to 60,000 by June 30,
2011 — more than doubling its 2008 limit. DHS began soliciting more names for the registry
and holding frequent drawings of registrants. As of June 2011, the state enrolled 70,347 people,
more than the targeted number of individuals, advancing the legislative goal of reaching more
uninsured poverty-level adults in need.14
It’s too soon to tell what impact the OHP Standard expansion is having on the rate of adult
Oregonians without health insurance.15 However, the fact that the plan reopened its doors and
more than doubled its participation level can only help Oregon stem the rising tide of the
uninsured.

The 2009 Recovery Act rewards Oregon’s health coverage initiative
As bold as Oregon’s legislative actions were in 2009, they were unlikely to have resulted in
forward motion without congressional enactment of the American Recovery and Reinvestment
Act of 2009 (“Recovery Act”). The economic downturn, which turned out to be far more severe
than experts had predicted, dug a hole in the state budget much larger than the new revenues
generated by HB 2116 could fill. Oregon’s initiative in raising new revenue for expanded health
coverage, however, enabled the state to leverage more federal health care dollars than it would
have without the new revenue.
Congress understood that the recession would exacerbate the nation’s health coverage crisis.
The recession intensified the loss of employer-based coverage as the economy shed jobs and
pressured employers to cut costs. And at a time when employer-based coverage declined, the
recession would shrink state revenues and curtail the ability of state health programs to simply
maintain existing coverage levels, much less to respond to the rising need.
Congress also recognized the effectiveness of federal health care dollars in stabilizing the
economy. According to Mark Zandi, Chief Economist of Moody’s Economy.com, state and local
fiscal relief (primarily increased Medicaid and education funding) were estimated to generate
$1.41 worth of economic activity for every dollar invested.16 Medicaid dollars reach all corners of
the state, flowing mainly to private-sector health clinics, hospitals, pharmacies and other healthrelated facilities.
The health care dollars Oregon received from the Recovery Act proved significant. Oregon
received $454 million in extra Medicaid funds for the 2009-11 biennium — more than all of the
projected new hospital and insurance tax revenues for the period. The Recovery Act dollars
going to children and families in OHP programs — $397 million — more than tripled the
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amount these programs received from HB 2116. In the case of the FHIAP premium subsidy
program, the dollars from the Recovery Act matched the amount coming from the revenue
generated by the new state tax on insurers: $3.8 million. The Recovery Act also contributed
$51.4 million to OHP Standard, an amount equivalent to about 30 percent of the funds coming
from the new state tax on hospitals.17
Seeking Savings Without Going Back on Enrollment Gains
The 2011 Oregon Legislature enacted legislation intended to reduce state
health care spending and improve people’s health, without taking a step
backward in Oregon’s enrollment gains. HB 3650 aims to make health care
more efficient and effective by rewarding providers for coordinating physical,
mental and oral health care, emphasizing prevention and effectively managing
chronic diseases among people in the Oregon Health Plan and low-income
Medicare recipients.
HB 3650 enacts a key piece of reform sought by Gov. John Kitzhaber, who
expressed his opposition to extracting savings by reducing health care
coverage as a way to address the increasing cost of health care:
What I am putting before the legislature is a proposal to address this
problem by fundamentally changing our heath care delivery system to
improve the health of the population, at a lower cost while improving the
patient experience in terms of clinical outcomes, patient safety and patient
satisfaction.
Unlike the short-sighted decisions of other states that are considering
dropping Medicaid recipients from state coverage, we’re taking a different
approach – because there’s nothing to gain and a lot to lose by stripping
people of coverage, only to have them show up in emergency rooms –
where we end up treating their stroke in the hospital rather than managing
18
their high blood pressure in the community.

Federal Medicaid funds, including the additional funds provided through the Recovery Act,
aren’t a handout to states. States earn the federal funds only by spending their own dollars. The
structure of the federal Medicaid program rewards states for investing their own resources to
cover the most vulnerable by matching the state dollars at favorable match rates. Many states,
including Oregon, receive more in federal Medicaid dollars than they spend from their own
coffers.
The share of federal dollars in Oregon’s Medicaid program, which otherwise would have been
about 62.5 percent over the biennium, increased to 73 percent due to the Recovery Act’s
enhanced match rates.19 That meant that on average Oregon received $73 from the federal
government for every $27 it spent of its own resources to cover uninsured, low-income
Oregonians during the 2009-11 period.
Preserving and strengthening Medicaid-funded programs such as OHP and FHIAP during the
recession proved a smart move for Oregon. Fortunately, Oregon capitalized on an opportunity to
attract substantial additional federal dollars, funds that helped the state weather the storm.
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Conclusion
Against economic headwinds whipped up by the Great Recession, Oregon took action to address
distressing levels of lack of health insurance among its residents. The 2009 legislature raised
new revenue to help meet the deepening need. Fortunately, Congress had responded to the
economic crisis by temporarily boosting federal investments in Medicaid. With the additional
federal funds and new state dollars, Oregon was able to cover more uninsured children and
reopen doors to the Oregon Health Plan for low-income adults.
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