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I. BACKGROUND
On June 26, 2006 the San Mateo County Board of Supervisors created the Blue
Ribbon Task Force on Adult Health Care Coverage Expansion to “explore
options for providing comprehensive health care access and/or insurance to
uninsured adults in San Mateo County living at or below 400% Federal Poverty
Level, and to bring recommendations to the Board of Supervisors by July 2007.”
This 37-member Task Force, chaired by Supervisor Jerry Hill and Supervisor
Adrienne Tissier, has met 7 times over the course of the past year. Collectively,
members debated key considerations of coverage expansion, confronted the
trade-offs of various health care models, shared financial responsibility, the
financial constraints of coverage versus insurance, access and provider
participation factors, and collectively came to preliminary recommendations
emphasizing the shared responsibility and shared benefits of adult health care
coverage expansion.
The Task Force conducted analysis and considered options for each component
of coverage expansion in three workgroups. The Population Definition
Workgroup was chaired by Glen H. Brooks, Jr., Director, San Mateo County
Human Services Agency (now retired). The Health Care Model Development
Workgroup was chaired by Luisa Buada, CEO, Ravenswood Family Health
Center. The Financing Mechanism Workgroup was chaired by Ron Robinson,
CFO, Health Plan of San Mateo. Participation in the workgroups exceeded 75
members of the Task Force and community. In order to inform their decisions,
each Workgroup sought the expertise of experts from across the State, including
foundation partners, academic researchers, policy analysts and colleagues from
other cities and counties. For example, the Financing Mechanism Workgroup
hired Milliman, Inc to conduct an actuarial analysis of the proposed health care
model; and the Health Care Model Development Workgroup brought the Just
Coverage Initiative to the table to assist in prioritizing a benefits package.
The Blue Ribbon Task Force on Adult Health Care Coverage Expansion
Preliminary Recommendations provide a high-level framework for adult coverage
expansion. In addition to these recommendations, the Task Force has identified
several areas of continued analysis which will assist in adding further details to
the preliminary recommendations. In order to consider the findings of this
analysis, and develop final recommendations, the Task Force has agreed to
reconvene for 1-2 meetings in the Fall.
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II. PRELIMINARY RECOMMENDATIONS
1. Coverage Expansion: There are 36,000-44,000 uninsured adults age 19-64
living in San Mateo County with household incomes at or below 400%
Federal Poverty Level.
a. The Blue Ribbon Task Force recommends health care coverage
expansion that strives to reach the full population of uninsured adults
below 400% FPL.
b. The Blue Ribbon Task Force recommends that we establish a new
Adult Coverage Program that provides access to health care within
San Mateo County.
c. The Blue Ribbon Task Force recommends that we explore an
insurance product offered through the Health Plan of San Mateo
(HPSM) targeting uninsured adults and employers of uninsured adults.
d. The Blue Ribbon Task Force recommends phased enrollment in
accordance with available resources.
2. Leveraged Financing and Consumer Protection: Local, State and Federal
funding associated with care to uninsured adults should be maximized and
coordinated as funding for services provided to clients enrolled in the Adult
Coverage Program.
a. The Blue Ribbon Task Force recommends that the Adult Coverage
Program would be operated as coverage and not an insurance product
in order to maintain maximum State and Federal revenues and
preserve maximum flexibility for local revenues.
b. The Blue Ribbon Task Force recommends that the County would
continue its commitment to finance coverage for indigent adults.
c. The Blue Ribbon Task Force recommends that local consumer
protection processes, including a robust appeals and independent
review process, would be integrated into the coverage product
operations.
3. Unified Administration: Health care services for uninsured adults would be
provided through the Health Plan of San Mateo as a single third party
administrator.
a. Current County-sponsored programs serving uninsured adults below
400% include the WELL Program and the soon-to-be launched
Coverage Initiative WELL Plus Program. The Blue Ribbon Task Force
recommends that these would be consolidated into the Adult Coverage
Program.
b. Local providers play an important role in serving uninsured adults
below 400% FPL through their safety net and charity care programs.
The Blue Ribbon Task Force recommends that these contributions
would be integrated into the Adult Coverage offering.
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4. Coordinated Care Management: Benefits would be coordinated within a
system where prevention and primary care are emphasized, complex-chronic
care management is integral, and where delivery system providers’ roles
reflect their capacity and expertise to meet clients’ range of medical needs.
a. The Blue Ribbon Task Force recommends that complex-chronic care
management is a cornerstone of the Adult Coverage Model and
payment mechanisms and enabling services and continuity of care
must be aligned in order to be successful.
b. The Blue Ribbon Task Force recommends that care management
outcomes target improved health for clients with the most medically
complex conditions and improved cost-controls by increasing the use
of primary and preventive care and decreasing the use of emergency
and inpatient care.
c. The Blue Ribbon Task Force recommends that the new coverage
offerings would focus on reaching and enrolling individuals with
complex chronic conditions or at risk of developing such conditions.
d. The Blue Ribbon Task Force recommends that the delivery system
would include participation of providers able to meet the contracting
standards of the Health Plan of San Mateo.
5. New Revenue Generation and Shared Responsibility: Financing of the
proposed Adult Coverage Program and the proposed HPSM insurance
product offering would be the shared responsibility of individuals, employers,
and the community at large.
a. Analysis of data provided through 600 surveys of uninsured and lowincome adults supports enrollees’ willingness to contribute toward the
cost of coverage. The Blue Ribbon Task Force recommends that
enrollees pay between $0 - $100/month, depending on income, as an
individual contribution to coverage.
b. The Blue Ribbon Task Force recommends that new financing
mechanisms involving employers and the community be fully explored.
6. Delivery System Capacity: Coverage expansion would require appropriate
delivery system capacity.
a. The Blue Ribbon Task Force recommends the completion of a provider
capacity analysis that would detail existing and likely available capacity
represented by providers willing to participate in the new Adult
Coverage program and HPSM insurance product offering. This
analysis should consider reimbursement mechanisms that could
alleviate capacity constraints.
b. The Blue Ribbon Task Force recommends that the County consider
the optimal configuration of the public safety net system as a key
contribution to the delivery system available to serve individuals
through the new Adult Coverage program and HPSM insurance
product offering.
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III. Implementation Timeline and Next Steps for Unanswered Questions/Remaining Factors
Blue Ribbon Task Force on Adult Health Care Coverage Expansion -- June 2007

Preliminary Task Force Recommendations to Board of Supervisors

Next Steps (July -March) Timeline

Coverage Initiative Implementation Requirements to Board of Supervisors
Coverage Initiative Funding Starts
Enrollment in Complex-Chronic Care Model Starts
Final Task Force Recommendations to Board of Supervisors

Objective

Acitivity

Task Force Activities
Completion of Task Force Recommendations
Employer Participation

Determine opportunities for employer
participation in coverage expansion

Private Provider Participation
Define private providers’ contributions to Adult
Coverage Program
Capacity Considerations

Confront capacity considerations
Additional Revenue Generation
Explore mechanisms for broad revenue
generation
Third Party Administration Implementation

Prepare Policies and Procedures for Third Party
Administration

Coverage Initiative

Create Planning and Implementation
Infrastructure for Coverage Initiative (WELL
Plus) Pilot

Program Implementation Infrastructure
Create Adult Coverage Program Oversight and
Evaluation Structure

June
July
August
September
October November December January February March
Model Pilot Phase (Coverage Initiative)
Current Eligibles Integration Phase
Final Recommendation Development Phase

Presentation of Preliminary Recommendations to Board of Supervisors
Presentation of findings at additional Task Force Meetings
Final Task Force Recommendations to Board of Supervisors
Development communications plan for community dissemination
Finalize Health Plan of San Mateo product feasibility analysis
Explore potential for subsidization of new insurance product
Hire and retain independent market research firm for employer survey/focus
groups
Explore legality of options for employer contribution and participation
Conduct employer focus groups/small group discussions
Explore impact of potential participation mechanisms on business environment
Consider patients/clients able to be served as well as dollars/services able to be
contributed
Explore limits on units of service and/or limits on funding provided for some
types of services within the proposed scope of benefits
Research, including the number, type (e.g,. by specialty, by geographic location),
and expertise of existing providers
Conduct informative interviews/small group discussion with free-clinic providers
Determine sufficiency of a new provider network to meet population demands
Explore options for legislative changes, including increasing/changing the
authority of a county entity with regards to mandates and taxation
Conduct willingness and ability to participate analysis with local employers
Explore feasibility and legality of implementing a sales Tax; changing and/or
expansion of Health Care Districts; licensing fee increase
Define risk-sharing and liability for 200-400% FPL population
Explore most viable reimbursement methods to create appropriate care
management incentives
Quantify upfront investment needed to fully leverage technology and deliver the
access/care coordination required for success
Transition current WELL members and future WELL members to Third Party
Administrator
Determine tracking to maximize State reimbursement
Create Coverage Initiative Steering Committee
Create topic area subcommittees for public systems preparation: Human
Resources, Speciality Care and Contracts, Space and Capacity, Finance Claiming
and Accounting
Enrollment of WELL Plus eligibles as aligned with Coverage Initiative
population
Create topic area subcommittees for system integration and preparation for
expansion: Project Management, Enrollment Eligibility and Outreach, Access
Appointments and Scheduling, Data Collection and Evaluation, Radical Redesign
Care Model, Supplemental Foundation Funding
Establish oversight structure and membership
Establish subcommittees required for implementation and define duration of
charge
Establish marketing, outreach and enrollment mechanisms
Ongoing enrollment of eligible adults
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Attachment A: Task Force and Workgroup
Rosters
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I. Blue Ribbon Task Force on Adult Health Care Coverage Expansion Roster
Organization

Representative1

Board of Supervisors – Supervisor Adrienne Tissier, Chair
Board of Supervisors – Supervisor Jerry Hill, Chair
Burlingame City Council
Central Labor Council
Community Member
County Manager's Office
Health Department
Health Department
Health Plan of San Mateo
Health Plan of San Mateo
Human Services Agency
Kaiser Permanente
Legal Aid Society of San Mateo County
Medical Society
Medical Society
Mills-Peninsula Health Services
Palo Alto Medical Foundation
Peninsula Healthcare District
Peninsula Interfaith Action
Peninsula Interfaith Action
Ravenswood Family Health Center
Redwood City Chamber of Commerce
Redwood City Council Member/Mayor
Samaritan House
SAMCEDA
San Mateo Chamber of Commerce
San Mateo Council Member/Mayor
San Mateo Medical Center
San Mateo Medical Center (physician)
Sequoia Healthcare District
Sequoia Hospital
Seton Medical Center
Silicon Valley Community Foundation
Stanford University Medical Center

Ann Keighran
Shelley Kessler
Gordon Russell
John Maltbie
Srija Srinivasan
Louise Rodgers
Ron Robinson
Maya Altman
Beverly Beasley-Johnson
Linda Jensen
M. Stacey Hawver
Gregory Lukaszewics
John Hoff
Bob Merwin
Cecilia Montalvo
Susan Smith
Barbara Keefer
Tom Quinn/Alvin Spencer
Luisa Buada
Keith Bautista
Barbara Pierce
Kitty Lopez
Dan Cruey
Linda Asbury
Carole Groom
Sang-Ick Chang
Susan Ehrlich
Stephani Scott
Glenna Vaskelis
Bernadette Smith
Frank Lalle
Gerald Shefren

1

The representatives listed are the official designee of the associated organization holding 1-2 seats
on the Task Force. Each representative listed here participated in at least one of the Task Force
Meetings. Additional organizations with Task Force seats, but not attending scheduled meetings
included: City of Half Moon Bay; City of Menlo Park; City of Daly City.
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II. Population Definition Workgroup Roster*
Workgroup Chair: Glen H. Brooks, Jr., Director, San Mateo County Human Services
Agency
Legal Aid Society of San Mateo County
Mills-Peninsula Health Services
Peninsula Interfaith Action
San Mateo County Central Labor
Council

San Mateo County Health Department
San Mateo County Human Services
Agency
San Mateo Medical Center

III. Health Care Model Development Workgroup Roster*
Workgroup Chair: Luisa Buada, CEO, Ravenswood Family Health Center
Burlingame City Council
Community Members
Kaiser Permanente
Legal Aid Society of San Mateo County
Mills-Peninsula Health Services
Palo Alto Medical Foundation
Peninsula Health Care District
Peninsula Interfaith Action
Ravenswood Family Health Center

Samaritan House
San Mateo County Central Labor
Council
San Mateo County Health Department
San Mateo County Medical Association
San Mateo Medical Center
Sequoia Hospital
Seton Medical Center
The California Endowment

IV. Financing Mechanism Workgroup Roster*
Workgroup Chair, Ron Robinson, CFO, Health Plan of San Mateo
ACORN
City of San Mateo
Community Members
County Managers Office
Health Plan of San Mateo
Kaiser Permanente
Legal Aid Society of San Mateo County
Mills-Peninsula Health Services
Palo Alto Medical Foundation
Peninsula Health Care District
Peninsula Interfaith Action
Redwood City Chamber of Commerce

Samaritan House
San Mateo County Central Labor
Council
San Mateo County Health Department
San Mateo County Medical Association
San Mateo Medical Center
Sequoia Health Care District
Seton Medical Center
Silicon Valley Community Foundation
United Way of the Bay area
West Bay Financial Services

* The Workgroups were supported through participation by and funding from The California
Endowment; The California HealthCare Foundation, Blue Shield Foundation of California.
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Attachment B: Population Report
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Report to the Task Force: Demographic Highlights of the
San Mateo County Uninsured Adult Population
December 2006

Blue Ribbon Task Force on Adult Health Care Coverage Expansion:
Population Definition Workgroup*

* The Population Definition Workgroup met several times between September and December
2006. Representatives from the following organizations participated in the Workgroup: San
Mateo County Human Services Agency, San Mateo County Health Department, Legal Aid
Society of San Mateo County, Peninsula Interfaith Action, Mills-Peninsula Health Services, San
Mateo Central Labor Council, San Mateo Medical Center. Glen H. Brooks, Jr., Director, San
Mateo County Human Services Agency served as the Workgroup Chair.
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Board of Supervisors Charge
The Board of Supervisors charge to the Blue Ribbon Task Force on Adult Health
Care Coverage Expansion called for exploring coverage expansion for adults at or
below 400% FPL.

IV. Availability of Public Insurance Coverage for San Mateo County Residents
In order to provide information on the uninsured adult population in San Mateo
County, the Population Workgroup found it helpful to detail the existence of public
insurance offerings as well as the availability of private insurance.
In the United States, California and similarly at the local level, most individuals and
their dependants receive health insurance through an employer.2 Some public
insurance programs exist to cover individuals without private insurance, who would
otherwise be uninsured. Public insurance is predominantly available to vulnerable
populations such as children, older adults, low-income pregnant women and the lowincome blind and disabled. The following chart depicts public insurance program
availability for all San Mateo County residents according to age and income eligibility
parameters. With the exception of a few specific programs (e.g., Medi-Cal for
pregnant women and parents of young children and Medi-Cal for those who are Blind
and Disabled), the vast majority of adults below the 400% FPL have no public
insurance option.
Figure 1: Public Insurance Eligibility Diagram3

Except Some
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Related
Services and
Pre-Existing
Conditions Pool

65+

Medi-Cal

Discounted Health Care

WELL
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Waiver
Adults w/out
Assets

Adults with
Some Assets

Medi-Cal

Medi-Cal

Healthy Kids

Medi-Cal/AIM

Blind and
Disabled

Federal
Poverty
Level

Parents of
Young
Children

100% FPL

Medi-Cal

150% FPL

Pregnant
Women

200% FPL

Healthy Families

250% FPL

Medicare

No Public
Insurance
Option
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0-18

San Mateo County Public Insurance/Coverage
Offering By Population and FPL

400% FPL

19-64

2

National Employer Health Benefits Survey and California Employer Health Benefits Survey, California
HealthCare Foundation.
3
Figure 1 does not include those adults enrolled in Share of Cost Medi-Cal. It also does not include some Blind
and Disabled who also have a share of cost. The WELL Fee Waiver, WELL and Discounted Health Care
Programs are not insurance programs. Eligibility requirements, include an asset level requirement, can be found
at http://intranet.co.sanmateo.ca.us/smmc/clinical/health.html.
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V. San Mateo County Uninsured Adults Age 19-64
A.
Population Size
After review of an array of data sources, the workgroup primarily adopted two
sources of data that provide rich description of San Mateo County residents: the
California Health Interview Survey (CHIS, 2003) and the San Mateo County Healthy
Communities Collaborative Health and Quality of Life Survey (HQL, 2001 and 2003).
Using these two sources it was determined that the proportion of uninsured adults
ages 19-64 is in the range of 12% to 13.5% of the total adult population. Given
the current San Mateo County adult population, it is estimated that there are
between 52,000-60,000 uninsured adults in the county.4
An additional number of
individuals report being without
insurance at “some point during
the past year”, raising the number
of uninsured adults in a 12 month
period to 18.7% of the total adult
population. This translates to a
number of uninsured at any point
during the year to 82,000 San
Mateo County adults.

Figure 2: Length of Time of Uninsurance5
(% of uninsured population)
%

#

15%

8,700

Never Insured

17%

9,860

5+ Years

17%

9,860

2 - 5 Years

1 - 2 Years
6,960
12%
In both surveys, individuals were
asked about their health
insurance status; this may not
6 - 12 Months
11,600
20%
include insurance that covers
such benefits as vision, dental or
1 - 6 Months
11,020
19%
mental health services.
Individuals lacking coverage in
each of these areas are frequently considered underinsured. In San Mateo County,
an additional 18% of adults lack dental insurance. It should be noted that individuals
with limited scope or high-deductible plans are considered insured.

In the following analyses, “uninsured adults” refers to the 12-13.5% of the population
without any health insurance.

4

The number of uninsured was calculated using the San Mateo County adult population of 438,819 as reported
in the 2005 American Community Survey, and the upper and lower percentages of uninsured adults as reported
in the San Mateo County Healthy Communities Collaborative Health and Quality of Life Survey (12%) and
UCLA Center for Health Policy Research, California Health Interview Survey, 2003 (13.5%). For information
reported from the San Mateo County Healthy Communities Collaborative Health and Quality of Life Survey,
2001 and 2004 data was combined to increase the sample size and reliability of the data.
5
The number of uninured indicated in the chart is calculated using the mid-point of the population projection.
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B.
Household Income and Uninsured Adults below Self-Sufficiency
Standard:
The San Mateo County self-sufficiency standard for a family of three is an annual
household income of $66,442; this is nearly the equivalent to 400% Federal Poverty
Level.6 It is estimated that 70% of uninsured adults have a household income at
or below 400% FPL. Therefore, the total uninsured adult population below 400%
FPL is between 36,000-44,000. When compared with insured residents, uninsured
residents are much more likely to have household incomes below 400% FPL. As
detailed in the figure below, only 30% of insured adults have an annual household
income below the self-sufficiency standard as compared with 70% of uninsured
adults.

Figure 3: Uninsured Below 400% FPL

Percentage of Uninsured and Insured with Household
Incomes Below 400% Federal Poverty Level
120%
100%
30%

80%
60%

70%

40%
20%

70%
30%

Below SelfSufficiency
Standard

0%
Insured
Under 400% FPL

Uninsured
Over 400% FPL

The San Mateo County median household income is $74,546 (approximately $36.54
per hour).7 By contrast, nearly two-thirds of uninsured adults earn less than $41,299
per year (approximately $19.85 per hour).

6

The San Mateo County Human Services Agency publishes the San Mateo County self-sufficiency standard
annually. $66,442 is a monthly income of $5,536 at an hourly wage of $31.94.
7
2005 inflation adjusted dollars; 2005 American Community Survey.
Blue Ribbon Task Force on Adult Health Care Coverage Expansion
Preliminary Recommendations; July 24, 2007

-3-

Figure 4: Household Income8
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C.
Employment Status
Given that most health insurance coverage is employer based, the Population
Workgroup considered an analysis of the employment status, employer
demographics, and availability of employer based insurance as central to the overall
uninsured population definition.
•

Nearly half (45.7%) of uninsured adults, almost 26,000 people, report working
full-time (greater than 21 hours/week). Sixty-three percent report being
“employed” either full/part-time or sporadically.9 This translates to 35,000
uninsured adults who are working in some capacity.

•

Eighty-four percent of working uninsured adults report that they are: “not
eligible for benefits offered by an employer or their employer didn’t offer health
benefits.”10

8

San Mateo County Healthy Communities Collaborative Health and Quality of Life Survey.
UCLA Center for Health Policy Research, California Health Interview Survey, 2003.
10
UCLA Center for Health Policy Research, California Health Interview Survey, 2003.
9

Blue Ribbon Task Force on Adult Health Care Coverage Expansion
Preliminary Recommendations; July 24, 2007

-4-

•

In San Mateo County, 40% of working uninsured adults report working in a
company with fewer than 10 employees. This is consistent with state-wide
trends, where 43% of working uninsured adults work for a small company.
Based on the number of uninsured adults reporting that they are employed,
there are approximately 15,000 uninsured adults working for a small company.

Figure 5: San Mateo County Small Businesses and Uninsured Adults11

Business % of Businesses
Size
0-9
76%
Employees (16,921 businesses)

% of Jobs
12.9%

% of Working % of Total
Uninsured
Uninsured
40%
27%

D.
Demographic Characteristics: Age, Gender, Race/Ethnicity,
Citizenship, Region of Residence
(i)
Age, Gender, Family Status
Forty-nine percent of uninsured adults are male and 51% are female.12 This is the
same distribution as the overall San Mateo
County population.
Highlighting an Uninsured Adult
A mother of three Healthy Kids
members has high blood pressure
and depression. She recently lost her
job and with it her health insurance.
She now avoids care for fear of
medical bills.

Just over half of uninsured adults are age 19-39
(52%), approximately 29,000 uninsured adults.
The remaining 48% are between the ages 40-64.
In comparison 44% of insured adults are age 1939.13
Fifty-One percent of uninsured adults (29,000)
have children in their household.14

(ii)
Race/Ethnicity
As compared with the general racial/ethnic composition of San Mateo County, there
are disproportionately more Hispanic/Latino and Asian adults who are uninsured.
54% of uninsured adults are Hispanic/Latino, as compared with a 23% countywide
prevalence. This is approximately 30,000 uninsured Hispanic/Latino adults.
Figure 6: Race/Ethnicity15
11

State of California Employment Development Department.
San Mateo County Healthy Communities Collaborative Health and Quality of Life Survey.
13
UCLA Center for Health Policy Research, California Health Interview Survey, 2003.
14
San Mateo County Healthy Communities Collaborative Health and Quality of Life Survey.
15
San Mateo County Healthy Communities Collaborative Health and Quality of Life Survey. 2005 American
Community Survey.
12
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Percentage

Racial/Ethnic Disparity in Insurance Status
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(iii)
Citizenship Status:
Uninsured adults are more likely to be non-citizens than insured adults; 55% of
uninsured adults, or almost 31,000, report that they are not United States Citizens.
Of the foreign born uninsured adult population, which includes all non-citizens, 72%
report having lived in the United States for more than 10 years.16
(iv)
Region of Residence
Uninsured adults disproportionately in the
southern region of the county; 37% of
uninsured adults (21,000) as compared with
of insured adults reside in this part of San
Mateo County. However, a greater number
(22,000) of uninsured adults live in the
northern region with 39% of all uninsured
adults residing in the northern region of the
county. 17

Highlighting an
Uninsured Adult
A 64 year old diabetic San
Mateo County Resident
earns 221% FPL, and owns
her own home. She has
been avoiding care for fear
of high medical bills and
lack of insurance.

24%

VI. Utilization of Health Care Service and Health Status
Uninsured adults report lower rates of cardiovascular disease, hypertension and high
blood pressure and high cholesterol than the insured population. Yet they also report

16

UCLA Center for Health Policy Research, California Health Interview Survey, 2003. The foreign born
category includes all non-citizens, but also includes legal-permanent residents.
17
San Mateo County Healthy Communities Collaborative Health and Quality of Life Survey.
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significantly fewer doctors’ visits and health care access which may indicate that the
prevalence of various health conditions is under-diagnosed.
Uninsured adults also report higher rates of chronic drinking, smoking, and two or
more years of depression than insured adults.
•

Forty-six percent of uninsured adults report having no usual source of medical
care, as compared with 4.2% of the insured adult population.

Figure 7: Doctor’s Visits

# of Doctor's Visits in a Year
60%

Percentage

50%
40%
30%
20%
10%
0%
0 Doctor's Appointments
Insured

•

18

1-3 Doctor's Appointments
Uninsured

Similarly, adults without insurance access care with less frequency than adults
with insurance; 43% did not have a doctor’s appointment in a 12 month period
and an additional 43% accessed between 1-3 doctor’s visits during the last
year. This is compared with 16% and 54% of insured adults respectively.18

UCLA Center for Health Policy Research, California Health Interview Survey, 2003.
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Attachment C: Health Care Model Workgroup
Principles
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The following principles were developed by members of the Health Care Model
Development Workgroup, and adopted by the Task Force, as guidelines for
evaluating and selecting an appropriate coverage expansion model(s). The
principles are not weighted. They may be revisited or refined by the Task Force,
following adoption, as it considers financing, feasibility or other factors, including
long-term community planning that extends beyond the time horizon of the Task
Force.
1. Health care coverage should promote population health.
o The system should be an outcome-oriented approach to health that
aims to improve the health of an entire population and reduce health
disparities among population groups.
o The system should address a broad range of factors that impact health
such as environment, occupational risks/exposure, social structure,
economics, housing, etc.
o The system should empower individuals and groups of individuals to
be advocates for their health.
2. Health care coverage should be affordable for the community as a whole,
affordable to individuals, and should reflect a community-wide shared
responsibility.
o Coverage financing and policies should reduce crowd-out – prioritize
individuals with no other coverage option.
o Coverage financing should maximally leverage existing public
programs.
o Coverage should maximize use of resources to become cost-effective.
o Individuals should pay something where able and ability to pay should
be determined by income (e.g. higher income individuals pay more
than lower income individuals).
o Individuals’ cost of health services should not be a barrier to accessing
care.
3. Health care coverage should provide access to a defined basic level of
service for all consumers.
o The coverage should enable access to health care across settings
(e.g., ambulatory, inpatient, other).
o The coverage model should emphasize preventive care, primary care,
chronic disease management and catastrophic coverage.
o The model should facilitate continuity of care through use of a medical
home.
o The model should address the need for portability of coverage and
reciprocity with neighboring counties wherever possible.
4. The health care coverage provider network should be inclusive and should
promote access and care coordination for consumers.
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o A provider network should include public and private providers similar
to the Medi-Cal network.
o The provider network should be managed by a capable and interested
third party such as the Health Plan of San Mateo.
o The health system should employ mechanisms for care coordination.
o The health system should leverage technology to promote effective
and efficient care management and client privacy.
o The health system should create incentives for providers to serve the
most challenging and medically complicated patients.
5. The health care system should be simple for consumers to use
o The system should be consumer-friendly.
o There should be administrative simplicity for eligibility, enrollment and
retention for consumers and providers.
o The system should be culturally and linguistically competent.
6. The health care coverage strategy should make effective use of local and
national experience and expertise and should feedback into the knowledge
base.
o The strategy should build on local experience and strengths.
o The strategy should use smart practices/learnings from other efforts.
o The strategy should set the goal of ideal coverage, while employing
incremental changes to achieve that goal.
o The strategy should consider the development of ongoing revenue
streams and seeking additional funding as mechanisms for reaching
the goal of ideal coverage.
o The strategy should include benchmarks by which change is measured
and ideal coverage is obtained.

Blue Ribbon Task Force on Adult Health Care Coverage Expansion
Preliminary Recommendations; July 24, 2007

Attachment D: Complex-Chronic and Health
Individual Coverage Model

Blue Ribbon Task Force on Adult Health Care Coverage Expansion
Preliminary Recommendations; July 24, 2007

Concept: A single system where care is tiered by care management needs: 1)
individuals with complex chronic medical diseases, approximately 15% of the
target population representing approximately 80% of the cost, will be engaged in
a comprehensive primary care setting which provides both medical and enabling
services.19 Front-loaded services will provide for improvements in disease
management and access intended to reduce long-term (and high-cost) medical
services through select service providers. 2) individuals without complex chronic
disease, the majority of the population, are covered for basic benefits and have
regular access to primary and preventive care.
• Complex-Medical Chronic Care Component: Individuals with multiple
complex-chronic diseases require both medical and enabling services to
maintain their health. In addition, they require enabling services to ensure
coordination of care and use of primary and preventive care. Individuals
from 0-400% FPL will be enrolled in a complex-chronic care management
program based on medical diagnosis. This will focus on and prioritize
medical chronic diseases. Individuals falling into this category who seek
health care coverage will be mandated to participate in this program and
the provider system will be selective to those providers able to develop
and implement the necessary system. Incentives to implement the
necessary system will be created through a payment structure
administered by the third party administrator.20
• Healthy Individual Care Component: All other adults enrolled in the
program not requiring complex-chronic care management and enabling
services will served through prioritization of a comprehensive scope of
coverage that prioritizes primary and preventive care services.
• Administrator and Provider Network: An interested and capable third
party administrator such as the Health Plan of San Mateo will be selected.
The Provider Network will be open to all private and public providers
willing and able to meet the quality and care management standards
identified in the model. The Administrator will consider both Medi-Cal and
Medicare payment rates.

19

In a typical market, 10% of the population presents the top tier of costs; however, based on preliminary
data from the San Mateo County indigent population seeking care, this may be higher for the target
population.
20
The complex-chronic care system will expect utilization of primary care services to be significantly higher
(30% demonstrated in Health Tech Model) and utilization of ICU and Referral Services to be significantly
lower (40% demonstrated in Health Tech Model) than a traditional model.
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Primary Scope of Benefits and Co-Pay Levels:
Benefits Included21

Medical Benefits
Outpatient – Primary
and Preventive Care
Outpatient Specialty
Care
Prescription Drugs
Emergency Room
Hospitalization
Mental Health
Ophthalmology
Dental

Enabling Services
Electronic Medical
Record
24/7 Advise Line
Social Workers
Health Educators
(promotoras)
Health Care Coaches
Other (as researched):

0-200% FPL
Complex- Medical Healthy Individual
Chronic

201-400%FPL
Complex- Medical
Healthy Individual
Chronic

Y/N
+

$
Very- Low

Y/N
+

$
Very-Low

Y/N
+

$
Low

Y/N
+

$
Low

+

Moderate

+

Moderate

+

Moderate

+

Moderate

+
+
+
+
+
+

Very-Low
High
High
Very-Low
Moderate

+
+
+
+
+

Very-Low
High
High
Very-Low
Moderate

+
+
+
+
+

Low
High
High
Low
Moderate

+
+
+
+
+

Low
High
High
Low
Moderate

$0 cleaning
Basic 80%
Other 50%
Max
$1,000/yr

+

$0 cleaning
Basic 80%
Other 50%
Max $1,000/yr

+

$0 cleaning
Basic 80%
Other 50%
Max
$1,000/yr

+

$0 cleaning
Basic 80%
Other 50%
Max $1,000/yr

+

--

+

--

+

--

+

--

+
+
+

----

+

--

+
+
+

----

+

N/A
N/A

+
+

---

N/A
N/A

+
+

---

-N/A
N/A
N/A
N/A

Secondary Scope of Benefits:
The following are benefits which the Health Care Model Development Workgroup
considers important, but secondary to the medical benefits listed above. Cost
options should be considered for these benefits as a factor in determining their
inclusion/exclusion.
• Optometry Exams
• Durable Medical Equipment and Prosthesis
• Substance Abuse Treatment
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Attachment E: Cost Estimates for Adult
Coverage Expansion and Actuarial Report
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1301 Fifth Avenue, Suite 3800
Seattle, Washington 98101-2605
Telephone: (206) 504-5789
Fax: (206) 682-1295
Email: craig.keizur@milliman.com

June 7, 2007

Ron Robinson
Chief Financial Officer
Health Plan of San Mateo
701 Gateway Drive, Suite 400
So. San Francisco, CA 94080
Re:

San Mateo Uninsured Healthcare Claim Analysis – Updated Pricing Results

Dear Ron:
As requested, we have updated the monthly claim cost estimates for Health Plan of San
Mateo’s (HPSM) proposed program for uninsured, low-income, San Mateo residents. These
results are an update to the analysis originally presented in our April 20, 2007 analysis.
Please review our initial letter for a more thorough discussion of the analysis process and
underlying assumptions. We understand you will review these results and consider the
feasibility of offering such healthcare plans with the projected costs presented in this letter.
We would be happy to discuss the results and next steps once you complete your review of
this analysis.
This letter and the attached exhibits have been prepared for the internal use of Health Plan of
San Mateo and are subject to the terms of the Consulting Services Agreement signed
November 14, 2005. They are only to be relied upon by Health Plan of San Mateo. No
portion may be provided to, or relied upon by, any other party without Milliman, Inc.’s prior
written consent. We do understand the results will be discussed at the Blue Ribbon Task
Force on Adult Health Care Coverage Expansion meeting, which is open to the public. Wider
distribution will require Milliman, Inc. to complete a more thorough internal conflict check.
Results
Based on feedback and recommendations received from HPSM, we have made the following
changes to our original actuarial models:


Eliminated the high deductible plan option.



Increased the prescription drug discount assumptions to reflect the 340B Rx pricing.
For 35% of the population, we have assumed an additional 40% discount off typical
commercial discounts. Based on research and an internal consultant inquiry, we
understand 340B is equivalent to slightly over 50% discount off AWP, which in turn
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is equivalent to an approximate 40% improved discount than typical commercial
discounts. Therefore, we assumed an “additional” discount off our previous pricing
for 35% of the population.


Eliminated Access for Infants and Mothers (AIM). We understand AIM covers
pregnant women from 201% to 300% FPL. Therefore, we have eliminated maternity
coverage from the 0% to 200% plan and assumed 50% maternity costs for the 201% to
400% plan.



Included a reduction in cost for estimated out-of-area costs. To estimate this, we
eliminated 10% of emergency care and 5% of non-maternity hospital costs. We did
not make any adjustments to physician costs, with the exception of the associated
physician costs for emergency and hospital visits.

As requested, we also increased the degree of healthcare management (DoHM) by 20%.
Recall, the underlying database in our initial draft analysis included a mix of management
efficiencies, which we estimated to be approximately 30% from a loosely managed system to
a well managed system. We would classify a loosely managed system as having 0% DoHM,
having little to no management processes, and a well managed system as having 100%
DoHM, reflecting best practice efficiencies. Table 1 summarizes the total (inpatient bed days
for the initial draft versus this updated analysis), assuming the 20% improvement in DoHM.

Table 1
Summary of Before and After Inpatient Bed Days per 1,000
Includes Medical, Surgical, Mental Health and Substance Abuse Before
Reduction for OOA
Plan
0% to 200% FPL
201% to 400% FPL

Moderate
Management

Improved
Management

(April 20, 2007)

(June 7, 2007)

240
256

204
228

Attachment 1 is similar in format to what was presented in the April 20, 2007 letter, but has
been updated with the new assumptions. As you can see, summarized in Table 2, the total per
member per month (PMPM) claim costs has decreased 14.1% for the 0% to 200% FPL plan,
and 14.5% for the 201% to 400% FPL plan.

MILLIMAN, INC.
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Table 2
Summary of Before and After Net PMPM Claim Costs
Plan
0% to 200% FPL
201% to 400% FPL

Moderate
Management

Improved
Management

(April 20, 2007)

(June 7, 2007)

Percentage
Change

$293.57
$291.59

$252.18
$249.42

-14.1%
-14.5%

Based on conversations with you, we assumed the efficiency would benefit the sickest portion
of the population, using specific point of contact processes to improve the health of the
members. This less healthy cohort, termed the “Complex Chronic,” has been defined as the
most costly 15% after making several adjustments to estimate the exclusion of accidents.
Attachment 2 summarizes the PMPM claim costs assuming the improvement in management
impacts the Complex Chronic members only. Remember, we segregated the two populations
based on a 15/85 split of the costs. Assuming these two cohorts are representative of the
given health status differences, if the mix were to change by 1%, or 16/84, the projected claim
cost would increase from $271.24 to $282.49, or 4.1%, for the 0% to 200% plan. The 201%
to 400% plan would have a similar increase from $291.77 to $304.00, or 4.2%.
Annual Maximum Impact
During our last conference call, we discussed the impact of implementing an annual benefit
maximum for the 201% to 400% plan. You also asked us the impact of several annual
maximum scenarios. Using the Milliman Health Cost Guidelines (HCGs) and the underlying
Claim Probability Distributions (CPDs), we developed a tool to test the impact of limiting
plan costs beyond several maximum scenarios. Our CPD was consistent with a non-maternity
healthcare benefit, including prescription drugs for an adult population. Our results are shown
in Table 3.

MILLIMAN, INC.
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Table 3
Impact of Annual Benefit Maximums
201% to 400% FPL Plan
Annual Allowed
Benefit

Gross Monthly
Cost Estimate

Gross Annual
Cost Estimate

Savings

$500,000
$300,000
$200,000
$100,000
$50,000
$10,000
$5,000
$1,000

$291.70
$291.02
$290.17
$284.31
$269.17
$205.69
$154.18
$57.05

$3,500
$3,492
$3,482
$3,412
$3,230
$2,468
$1,850
$685

0.0%
0.2%
0.5%
2.5%
7.7%
29.5%
47.1%
80.4%

As you can see, an annual maximum would need to be fairly low in order to achieve
meaningful savings. This is due to a several reasons. The primary one is that since we
assumed Medicare reimbursement levels, large costs are greatly reduced because of the low
payment rates. In addition, the costs we calibrated the CPD with exclude out-of-area
emergencies, which also reduces the potential for catastrophic claims. Note though that the
percentage of impacted members is very small. In our analysis, the percentage of members
with annual gross claims in excess of $10,000 is approximately 5%, and the percentage
greater than $25,000 is 2%.
Please note that the above CPD analysis was based on adjusted commercial population
distribution data, which may look different than that incurred by an uninsured population. We
would be happy to discuss refining our analysis in order to reflect a more consistent
population if you request.
Caveats and Closing
In performing our analysis, we relied on data and other information provided to us by HPSM.
We have not audited or verified this data and other information. If the underlying data or
information is inaccurate or incomplete, the results of our analysis may likewise be inaccurate
or incomplete.
The attached models are based on Milliman research and on our experience in working with
many types of payers and health plans. Actual experience will vary from our models for
many reasons, including differences in population health status, in reimbursement levels, in
the delivery of health care services, as well as other non-random and random factors. It is
important that actual experience be monitored and that adjustments are made, as appropriate.
MILLIMAN, INC.
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As we previously mentioned, we can assist with further refinements, such as premium rate
format (e.g., age-banded) or development of out-of-pocket cost profile vignettes, which may
assist in comparing the relative plan costs to other stakeholders. In the meantime, if you have
any questions regarding our analysis, please give me a call.
Sincerely,

Craig B. Keizur, FSA, MAAA
Consulting Actuary
/amd
Attachment
cc:

ST Mayer
Stan Roberts, Milliman
Jason Hart, Milliman

MILLIMAN, INC.
33011HPSM50\CBK
Q:\Projects\ckeizur\HSM (San Mateo)\50 (2007 Uninsured)\20070604 Second Draft\HPSM Uninsured Analysis 20070607.doc - 5

Attachment 1 - Updated 6/7/2007
Health Plan of San Mateo
Claim Cost and Illustrative Premium Rates for Uninsured Population
Updated 6/7/2007
Center Date
Assumed Reimbursement Assumption:

July 01, 2007
(Estimated) 100% Medicare Allowable

Plan Description
FPL Eligibility
Deductible (Individual)
First Dollar Basic Coverage
OOP Max (Individual)
Office Copay (PCP/Spec), Non-Preventive
Hospital Copay (per admit)
Emergency Copay
Rx Copay

Complex Chronic / Healthy Individual
0%-200%
200% - 400%
$0
$0
n/a
n/a
$5,000
$5,000
$0/$0
$10/$25
$0
$200
$25
$50
$3/$10
$10/$25

Projected Gross Claim Costs (PMPM)
Hospital Inpatient (non-maternity)
Hospital Outpatient (non-maternity)
Physician (non-maternity)
Maternity (Hospital and Physician)
Prescription Drug
Dental
Other
Subtotal
Reduction for Out-of-Area
Value of Benefit Cost Sharing
Net PMPM Claim Cost

$46.21
44.10
103.40
0.00
42.71
24.86
9.96
$271.24
($5.21)
($13.85)
$252.18

$52.00
45.83
103.23
11.74
44.67
24.86
9.44
$291.77
($5.49)
($36.86)
$249.42

Gross Cost for Non-Maternity

$271.24

$280.03

Assumed Retention (Administration and Profit Margin)

15.0%

15.0%

$297
$206
$371

$293
$198
$325

Per Member Per Month Plan Premium Rate
[Net Claims / (1 - Admin)], Rounded

Illustrative Adult, Age 25
Illustrative Adult, Age 45
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Attachment 2 - Updated 6/7/2007
Health Plan of San Mateo
Complex Chronic and Healthy Individual Cost Projection
Center Date
Assumed Reimbursement Assumption:

July 01, 2007
(Estimated) 100% Medicare Allowable

FPL
Plan Cohort
Assumed Distribution (1)
Projected Gross Claim Costs (PMPM)
Hospital
Physician
Maternity (2)
Rx
Dental (2)
(3)

Other
Subtotal
Additional Management Savings

Distribution of Costs
Hospital
Physician
Maternity (2)
Rx
Dental (2)
(3)

Other
Subtotal

0%-200%
Healthy
Individual

Complex
Chronic
15%

Total

85%

200% - 400%
Healthy
Individual

Complex
Chronic

100%

15%

Total

85%

100%

$473.96
491.88

$22.61
34.84

$90.31
103.40

$554.72
492.07

$17.20
34.61

$97.83
103.23

0.00
213.57

0.00
12.56

0.00
42.71

14.23
223.38

11.30
13.13

11.74
44.67

24.86

24.86

24.86

24.86

24.86

24.86

23.19
$1,227.47

7.62
$102.49

9.96
$271.24

21.81
$1,331.07

7.26
$108.36

9.44
$291.77

-15.0%

20.7%

-6.1%

-7.9%

0.0%

-5.5%

39%
40%

22%
34%

33%
38%

42%
37%

16%
32%

34%
35%

0%
17%

0%
12%

0%
16%

1%
17%

10%
12%

4%
15%

2%

24%

9%

2%

23%

9%

2%
100%

7%
100%

4%
100%

2%
100%

7%
100%

3%
100%

Illustrative PMPM Cost if 16/84 Split
Increase in Gross PMPM Claim Cost

$282.49
4.1%

$304.00
4.2%

(1) Allocation between Complex Chronic and Healthy Individual based on actuarially adjusted claim probability distributions (CPD) from Milliman HCG.
(2) Assumed maternity and dental incidence and costs are spread evenly among cohorts.
(3) Assume "other" services magnitude for CC to be 1/2 of hospital and physician split.
6/7/2007 1:57 PM
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Attachment F: Beneficiary Cost Sharing for San
Mateo County Adult Health Care Coverage
Expansion

Blue Ribbon Task Force on Adult Health Care Coverage Expansion
Preliminary Recommendations; July 24, 2007

ADVANCED POLICY ANALYSIS

REPORT TO THE TASK FORCE:
BENEFICIARY COST SHARING FOR SAN MATEO COUNTY
ADULT HEALTH CARE COVERAGE EXPANSION

BLUE RIBBON TASK FORCE ON ADULT HEALTH CARE COVERAGE EXPANSION:
FINANCING DEVELOPMENT WORKGROUP
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ANGIE CHEN
GOLDMAN SCHOOL OF PUBLIC POLICY
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A.
Pricing Public Coverage
This report employs findings from academic research, other public coverage expansions and a
survey of low-income, uninsured adults to inform the design of an appropriate fee structure for
adult health care coverage expansion in San Mateo County. Existing research about beneficiary
cost sharing for public coverage indicates that low-income adults are very price sensitive.22
Imposing cost sharing requirements will likely reduce participation, which would reduce the costs
to the County of providing subsidized care. The Task Force should weigh the need to achieve
sustainable program financing against the goal to reduce uninsurance among low-income adults in
San Mateo County. Designing the monthly fee structure is a critical step that will influence
participation rates, individual health status, county revenues and program sustainability.
The most serious consequence of setting fees too high would be reduced take up of health care
coverage. Low-income adults have little flexibility in their budgets, and both their ability and
willingness to pay for coverage decreases as monthly fees increase. Higher fees may also
discourage continuous coverage because adults with limited resources must constantly balance
competing financial needs. If fewer adults choose to participate or to stay enrolled in coverage,
high fees could impact both the size and composition of the program’s risk pool. High fees may
prevent healthier adults from participating in coverage, and the participant pool would consist of
primarily high-cost, high-risk individuals.23 Finally, setting fees too high could undermine the
Task Force’s goal of reducing uninsurance and improving access to health care.
Although setting fees very low or waiving them completely would lead to higher participation,
setting them too low could limit the long-term viability of the County’s adult coverage expansion.
Research has shown that cost sharing promotes shared responsibility and efficient utilization of
health services.24
B.
Bay Area Coverage Expansions
This report looks at the relationship between beneficiary cost sharing requirements and
participation for planned adult coverage expansions in Santa Clara and San Francisco, an
ongoing program in Contra Costa, a completed pilot program in Alameda and the ongoing
children coverage expansion in San Mateo. Please see Appendix A: Bay Area Health Care
Coverage Expansions for a summary of program information and fees.

San Francisco Health Access Program
On July 1, 2007, the City and County of San Francisco will implement the San Francisco Health
Access Program (SFHAP). SFHAP provides sliding scale fee subsidies for all uninsured San
Francisco residents with household incomes at or below 500% FPL; adults with incomes above
500% FPL can participate in the program with no public subsidy. There are no other requirements
for eligibility. SFHAP replaces San Francisco’s existing sliding scale subsidy program, and the
Department of Public Health hopes to transition all of the estimated 57,000 uninsured adults who
currently use public or nonprofit health services to SFHAP coverage;25 this would represent 70%
of the 82,000 uninsured adults in San Francisco. The financing mechanism for SFHAP includes an
employer spending requirement (ESR), which will begin on January 1, 2008.
22

Gilmer and Kronick, 2005.
Hirota et al., 2006.
24
Manning et al., 1987.
25
Tangerine Brigham, 28 February 2007.
23
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Santa Clara Valley Care Adult Coverage Initiative
Santa Clara County will launch its Valley Care pilot program on September 1, 2007. Valley Care
provides publicly subsidized health care coverage for documented employees of small
businesses26 located in Santa Clara County. Working adults must have household incomes at or
below 350% FPL to participate. The Santa Clara Valley Health and Hospital System will
administer the three-year pilot program. Participants may be required to pay a monthly fee,
which would be capped at $50 per month.27 Due to limited pilot funding, Valley Care will limit
enrollment to 12,500 adults per year, which represents 15% of the 82,000 eligible, uninsured
adults in the county. The financing mechanism for Valley Care also includes an employer share,
which will be paid by small business owners who choose to participate in the program.

Contra Costa Basic Health Care
The Contra Costa County Basic Health Care program was established in 1983. Basic Health Care
offers publicly subsidized health care coverage to all uninsured adult residents of Contra Costa
County with household incomes at or below 300% FPL. The County developed the sliding fee
scale for Basic Health Care in 1983, and it has not been altered in the past 24 years.28
Participants in Basic Health Care access health services at county clinics and the county hospital.
Contra Costa does very little outreach for the program, and only 5,100 adults are enrolled in
Basic Health Care; this represents 9% of the 55,00029 eligible, uninsured adults in Contra Costa
County. Adults enrolled in Basic Health Care are predominantly very low-income; 88% of
enrollees have household incomes at or below 150% FPL.30

Alameda Alliance Family Care
From July 1, 2000–June 30, 2005, Alameda County’s nonprofit health plan, Alameda Alliance
for Health, administered Alliance Family Care, a public health care coverage program for
families. Family Care provided subsidized health coverage for parents with household incomes
at or below 300% FPL; only adults with children enrolled in Alliance health plans were eligible
for coverage. Public subsidies for Family Care were based on age, rather than income, and fees
ranged from $20–120 per month. The program was not financially sustainable after the five years
of pilot funding, and members were disenrolled in 2005. In August 2002, 5,250 adults were
enrolled in Family Care, which represents 40% of the 13,000 eligible, uninsured parents.31 86%
of adults enrolled in Family Care were very low-income, with household incomes at or below
200% FPL, and 52% were of Hispanic ethnicity.32 Funding for Family Care came from a number
of sources, including the Alameda Alliance for Health, the County’s tobacco master settlement
funds and private foundation grants.

26

The Valley Care initiative defines a small business as a company with 50 or fewer employees.
Sarah Muller, 13 February 2007. As of April 2007, Santa Clara County is still in the process of designing the
monthly fee structure for Valley Care.
28
Wanda Session, 7 March 2007.
29
Data from CHIS 2005.
30
Long, 2002.
31
Hirota et al., 2006.
32
Taylor, Kullgren and McLaughlin, 2003.
27
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C.
Program Fee Structures
All of the local health care coverage expansions described above utilize sliding scale fee
structures, with fees varying by household income or age. Fees for most public health coverage
programs increase progressively as a share of household income because the marginal utility of
each additional dollar diminishes as income increases.33
County

Monthly Fees by % Federal Poverty Level34
0–100

101–150

151–200

201–250

251–300

301–350

351–400

401–450

451–500

Adults
San Francisco

$0
(0%)

$20
(1.57%)

Santa Clara
Contra Costa
Alameda

$50
(2.35%)

t.b.d.
$0
(0%)

$25
(1.68%)

$50
(2.61%)

$75
(3.21%)

fees determined by age ($20–$120 per month)

$100
(3.36%)

$150
(3.92%)

$50
(1.81%)

--

--

--

--

--

--

--

--

--

--

--

--

--

Children
San Mateo

$4
(0.75%)

$6
(0.40%)

$12
(0.56%)

$20
(0.67%)

Table 1: Monthly fee structures for Bay Area health care coverage expansions. Santa Clara has not
yet finalized its beneficiary cost-sharing requirements. The share of household income represented by
monthly fees is calculated by using the midpoint of the income range for each fee. San Francisco
Department of Public Health, Santa Clara Valley Health and Hospital System, Contra Costa Health Services
Department and Health Plan of San Mateo.

VII. San Mateo County Survey
In addition to information from existing research and other public coverage expansions, this
report presents findings from an original survey of low-income, uninsured adults in San Mateo
County. These findings provide evidence of the target population’s willingness to pay for and
participate in public health care coverage. The decision to participate depends not only on an
individual’s willingness, but also on his ability to pay for coverage. While ability to pay varies
according to objective measures, such as household income, family status and cost of living,
willingness to pay depends on both objective measures and subjective preferences.
County staff and community partners cooperated in collecting 399 usable survey responses from
uninsured San Mateo County residents with household incomes at or below 400% FPL. Survey
sites included county clinics, nonprofit clinics, schools, churches and other community
organizations. The majority of adults who have contact with public or nonprofit services are very
low-income, and most survey respondents had household incomes at or below 200% FPL.
33

Donaldson, 1999.
Adults with household incomes from 101–200% FPL pay 1.57% of their income for SFHAP, while those with
household incomes from 301–400% FPL pay 3.36% of their income. Table 1, below, summarizes the fee structures
for the five county-based public health care coverage expansions discussed above. Although fees increase
progressively as a share of income for SFHAP and Basic Health Care, the share of income consumed by health care
fees never exceeds 4% of income.

34
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Please see Appendix B: Survey Analysis for a complete discussion of the survey design,
methodology, sample and results.
A.
Survey Findings
Low-income San Mateo County residents are very price sensitive in their demand for public health
care coverage. At a price of $10 per month, 96% of eligible adults would participate in coverage.
The level of expected participation does not decrease steadily, but drops off dramatically; 71% of
eligible adults would participate at a price of $25 per month, but only 33% would pay $50 per
month. This negative trend between fees and participation reflects the expected economic
relationship. Figure 1, below, illustrates the predicted relationship between monthly fees and
participation.
Willingness to pay for and participate in coverage increases as ability to pay increases. The study
found that a 100% increase in Federal Poverty Level predicted a 24% increase in participation.
This increase is equivalent in magnitude to the 24% decrease in participation when fees increase
from $10 to $25 per month. Therefore, a 100% increase in FPL increases willingness to pay by
approximately $15. Additionally, the equivalence suggests that a flat fee structure, with fees
increasing by $15 for every 100% increase in FPL, would achieve consistent enrollment across
income categories. For example, setting fees at $25 per month for individuals with household
incomes from 100–200% FPL, and $40 per month for individuals with household incomes from
200–300% FPL, would achieve 71% enrollment in both income categories.
Willingness to Pay for Health Care Coverage
100%

96%

80%
71%

60%

40%

33%
27%
17%

20%

13%

0%
$10

$25

$50

$75

$100

$125

Monthly Fee

Figure 1: Proportion of eligible adults who would pay for coverage by monthly fee.

VIII.

Beneficiary Cost Sharing Recommendations
The Financing Development Workgroup plans to implement a sliding scale fee structure, with
fees varying by household income. Beneficiary cost sharing contributions will likely fall
somewhere within the range of $20–150 per member per month. The following sections of the
report consider design options for implementing the sliding scale fee structure and criteria for
evaluating fees.
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A.
Beneficiary Fee Structure
Fees for most publicly subsidized programs are stepped according to household income, which
means that all participants with incomes in a certain range (e.g. 101–200% FPL) pay the same
monthly fee. Stepped fees reduce administrative workload because staff do not have to calculate
a different fee for each participant, and the steps simplify participant revenue projections. In
addition, fees can be calculated either as a percentage of program costs (e.g. participants
contribute 10% of program costs) or as a dollar contribution.
B.
Evaluating Cost Sharing Options
The Task Force’s primary goal is to reduce uninsurance and increase access to health care for lowincome adults in San Mateo County. In order to achieve this goal, the coverage program must be
affordable for low-income individuals and generate an adequate level of revenues from participant
fees. In determining beneficiary cost sharing requirements, the Task Force should consider the
differential impacts of fees in terms of its three criteria of maximizing participation, minimizing
the financial burden for individuals and maintaining program sustainability.

Maximize Participation
The fundamental purpose of expanding health care coverage to low-income adults is to increase
the number of San Mateo County residents who have access to health care. Adults with health
coverage are more likely to use preventive services, and research has demonstrated the positive
effects of health coverage on health status. However, low-income adults are very constrained in
both their ability and willingness to pay for coverage.
Enrollment in other public coverage programs has been higher among very low-income adults.
Findings from the San Mateo County survey indicate that setting a low fee base between $10 and
$25 per month,35 and increasing fees by $15 for every 100% increase in FPL, would achieve high
enrollment across income categories. The $15 increase results in a flat fee structure, with
monthly fees consuming the same percentage share of income for all income categories.
Participation in public health coverage also depends on the relative costs of alternative health
care options. In San Mateo County, these options include both retail and nonprofit health clinics.
Although these clinics provide a limited range of services, adults who consider themselves
healthy and do not regularly access health services would save money by paying for occasional
health care instead of enrolling in public coverage. Low-income, uninsured San Mateo County
residents can access affordable health services at the nonprofit Ravenswood Family Health
Center (RFHC) in East Palo Alto and the nonprofit Samaritan House Clinics in Redwood City or
San Mateo.36 Uninsured patients at RFHC pay an annual maximum of $250 for health services,
and 92% of all patients have household incomes at or below 200% FPL.37 Services provided by
Samaritan House and through its network of volunteer specialists are completely free of charge.
Many of the patients at these clinics are “those who can’t afford WELL, but make too much

35

The fee base represents the cost sharing requirement for adults with household incomes between 100 and 200%
FPL because adults with household incomes up to 100% FPL will most likely be exempt from cost-sharing
requirements.
36
In addition to Ravenswood and Samaritan House, low-income, uninsured adults can access care at Arbor Free
Clinic in Menlo Park. Arbor, which is operated by Stanford Medical students, provides acute care on Sundays from
11am to 2pm.
37
Luisa Buada, 23 February 2007.
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money for the fee waiver.”38 The Samaritan House clinics currently provide 12,000 patient visits
per year, while RFHC provides 26,000 patient visits for 7,700 unique patients per year.

Minimize Financial Burden for Individuals
Despite their stated willingness to pay for public health care coverage, low-income adults may not
have the ability to pay for coverage. The extremely high cost of living in San Mateo County
makes it difficult for low-income, uninsured adults to maintain stable housing and meet other
basic needs. Thus, fees for public coverage must be very low to minimize the additional financial
burden they create for these adults. Advocates for the uninsured suggest that fees ranging from 1–
2% of monthly income are affordable and encourage “strong participation.”39
Many existing public coverage programs utilize progressive fee structures under the assumption
that higher-income adults have higher ability to pay. Progressive fees are based on the economic
concept of marginal utility, which assumes that the utility of each additional dollar diminishes as
income increases. However, adults in San Mateo County with household incomes between 200
and 400% FPL still earn less than the County’s self-sufficiency standard, so they may not have the
ability to pay progressively higher fees for public services.40

Maintain Sustainability
Waiving all beneficiary cost sharing requirements would maximize participation and minimize
the financial burden for individuals, but the Task Force should balance those objectives with the
need for sustainability. Although revenues from beneficiary fees will not generate a major share
of program financing, fees are necessary to ensure ongoing political and public support for the
coverage expansion. Shared responsibility for program financing promotes efficient usage of
health services and decreases unnecessary care. Even advocates for low-income adults agree that
an affordable level of cost sharing would encourage low-income adults to value health
coverage.41 Responsibility also extends to the risk pool, and lower fees would increase
enrollment and diversify the composition of the program’s participant pool. Conversely, higher
fees would reduce enrollment and discourage healthy adults from participating in coverage.
Thus, higher fees could actually increase per member costs and decrease program sustainability.
C.
Recommendations
Setting fees too high or too low could limit the success of the County’s planned adult health care
coverage expansion. Given its primary goal of reducing uninsurance and improving access to
health care, the Task Force should lean toward setting fees low.
Sliding Fee Structure: A sliding fee structure could start low and increase with household
income levels up to a determined maximum amount. An increase in $15 per month for every
100% FPL would generate equal rates of enrollment across income levels. If set not to represent
more than 1.6% of monthly income (0-$50); there would likely be upwards of 70% enrollment.

38

Sharon Petersen, 9 March 2007.
Chavira and Wulsin, 2004.
40
“Effects of Tying Eligibility for Health Insurance Subsidies to the Federal Poverty Level,” 2007.
41
Tom Quinn, 21 February 2007.
39
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Lowest Cost-Sharing Amount: The lowest income adults (0-100%FPL) are the most
constrained in their ability to pay. Therefore, consideration of $0 beneficiary cost-sharing at this
level should be considered.
Highest Cost-Sharing Amount: Because survey completion of the higher income adults was
significantly limited. The fee scales and experiences of other counties should be considered.
This places the highest amount of cost sharing for those between 300-400% FPL at $75-$100 per
month.
Additional Considerations: In moving forward additional fee structure elements might be
considered such as; premium assistance for those who cannot pay; cost-sharing associated with
age and health status; household max for multiple family members enrolled in public coverage.
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Appendix A: Bay Area Health Care Coverage Expansions
Adult Coverage Expansions
County and
Program

Additional
Requirements

San
Francisco
Health
Access
Program

Santa Clara
Valley Care

 Small business
employee
 Citizen or legal
resident

Contra
Costa
Basic
Health Care

Alameda
Alliance
Family Care

 Parent with
child in Alliance
plan

Eligible
Adults

Enrolled
Adults

Enrollment
Trends

Monthly Fees by % Federal Poverty Level
0–100

101–150

151–200

201–250

251–300

301–350

351–400

401–450

451–500

$0

$20

$20

$50

$50

$100

$100

$150

$150

82,000

 Plan to enroll all
adults who use
city and nonprofit
clinics

82,000

 Limited funding

t.b.d.

t.b.d.

t.b.d.

t.b.d.

t.b.d.

$50

--

--

--

$0

$25

$50

55,000

5,100
(9%)

 88% at or below
150% FPL

$0

$75

--

--

--

--

13,000

5,250
(40%)

 Limited funding
 88% at or below
200% FPL
 52% Hispanic

fees determined by age ($20–$120 per month)

--

--

--

--

Eligible
Children

Enrolled
Children

Enrollment
Trends

7,150

6,364
(89%)

 86% at or below
250% FPL
 88%
undocumented

Children’s Coverage Expansion
County and
Program

San Mateo
Healthy
Kids

Additional
Requirements
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Monthly Fees by % Federal Poverty Level
0–100

101–150

151–200

201–250

251–300

301–350

351–400

401–450

451–500

$4

$4

$6

$12

$12

$20

$20

--

--
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Appendix B: Survey Analysis
D.
Design
Monthly fees (or premiums) comprise a significant portion of health care spending by
individuals. As with most economic goods, demand for health care falls when prices rise,
and low-income adults exhibit especially price sensitive behavior. Therefore, the County
should consider both the target population’s ability and willingness to pay for coverage
when designing a fee structure for public health care coverage. Ability to pay depends on
relatively objective measures, such as household income, family status and cost of living,
while willingness to pay varies according to both objective measures and subjective
preferences. This study focused on estimating willingness to pay among low-income
uninsured adults in San Mateo County.
A number of studies have used contingent valuation surveys to determine a target
population’s willingness to pay for health care. Contingent valuation seeks to predict
future health care decisions based on respondents’ stated preferences. However, critics
contend that contingent valuation does not accurately predict behavior because most
surveys ask respondents to evaluate one good (e.g. health care) in isolation.42 This study
established budgetary context by asking respondents about household income and family
size before turning to willingness to pay. Additionally, the survey made use of face-toface interviews, often by familiar persons, which improved accuracy and reduced nonresponses.43 To stress the importance of the study, interviewers read a standard
introduction, which emphasized the County’s role in the process.
Comprehension can be a major barrier to the success of any survey study. If respondents
do not understand the questions they are asked, their answers fail to provide any insight
into their expected behavior.44 Given sufficient time and resources, a survey
questionnaire should be written, tested and modified to ensure clarity and consistency.
With limited time to conduct research, this study relied on questions taken from two
existing large-scale surveys – the United States Census and the California Health
Interview Survey (CHIS).45 The Census and the CHIS collect data from large random
samples at regular intervals, and these data have been evaluated and analyzed in
numerous academic studies.
E.
Methods
This study made use of a contingent valuation survey to estimate the proportion of adults
that would pay for and participate in San Mateo County’s planned adult health care
coverage expansion. Please see Appendix C: Survey Questionnaire for the complete
survey.

Study Population
To infer the preferences of a population from survey data, the sample of respondents must
represent the overall population. Between February 26 and March 19, 2007, 582 unique
42

“Why Surveying ‘Willingness to Pay’ Is Difficult,” 2001.
Olsen and Smith, 2001.
44
W. Michael Hanemann, 30 January 2007.
45
All survey questions were translated into Spanish.
43
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individuals participated in the survey of San Mateo County adults. The survey was
designed to predict participation among adults who are eligible for the health care coverage
expansion. Restricting the sample to uninsured San Mateo County residents with
household incomes at or below 400% FPL resulted in a sample size of 399 eligible adults.
Figure 2, below, compares survey respondents with the population of low-income
uninsured adults in San Mateo County.
Distribution of Uninsured Adults by Age

Distribution of Uninsured Adults by Race

80%

80%

70%

70%

60%

60%

50%

50%

40%

40%

30%

30%

20%

20%

10%

10%

0%

0%

19-29

30-39

40-49
50-64
65+
Age
San Mateo County Population Survey Respondents

White

Asian / P.I.
Race

San Mateo County Population

Hispanic

Other

Survey Respondents

Distribution of Uninsured Adults by Region

Distribution of Uninsured Adults by % FPL
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70%
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60%
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40%

30%
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10%

0%

Black

0%
0-99

100-199
200-299
% Federal Poverty Level

San Mateo County Population

300-399
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North

Coastside
Central
South
Region of County
San Mateo County Population Survey Respondents

Figure 2: Distribution of study population and sample of uninsured adults
by age, race, FPL and region. Population percentages are based on a total of
53,000 uninsured adults in San Mateo County, approximately 35,500 of whom
had household incomes at or below 400% FPL. Age, race and FPL data from
CHIS are not statistically significant. CHIS 2005, California Department of
Finance, 2004 Community Assessment and survey.

The sample generally reflects the characteristics of the target population. Members of
some subpopulations, including young adults, Hispanic adults and very low-income
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adults, comprise higher proportions of both the overall population46 and the sample of
low-income uninsured adults. The study also over sampled residents of southern San
Mateo County.

Data
The study relied on the cooperation of community partners to collect survey responses
from low-income adults throughout San Mateo County. These partners included county
clinics, nonprofit clinics, schools, churches and other community organizations. Table 2,
below, describes the location and service provision of each organization.
Organization

Location

Type

Description

ACORN

Daly City

Community
Organization

ACORN represents low- and moderate-income families
working toward social justice and stronger communities.

Arbor Free Clinic

Menlo Park

Nonprofit
Clinic

Arbor Free Clinic provides free acute care for low-income
adults and children on Sundays from 11am–2pm.

Catholic Worker House

Redwood City

Religious
Organization

Catholic Worker House provides fresh produce and other free
groceries for low-income families and individuals.

Child Care
Coordinating Council

San Mateo

Community
Organization

The Child Care Coordinating Council helps families find and
pay for child care and preschool.

Children’s Health
Initiative

n/a

Telephone
Hotline

Children’s Health Initiative staff conduct outreach and answer
member questions over a telephone hotline.

Coastside Clinic

Half Moon Bay

County Clinic

Coastside Clinic provides primary and specialty care.

College Park School

San Mateo

Elementary
School

College Park is a public elementary school.

Fair Oaks Clinic

Redwood City

County Clinic

Fair Oaks Clinic provides primary and specialty care.

Mental Health Services

San Mateo

County
Program

Mental Health Services provides outreach and case
management.

Parkside School

San Mateo

Elementary
School

Parkside is a public elementary school.

Ravenswood Family
Health Center

East Palo Alto

Nonprofit
Clinic

Ravenswood Family Health Center provides primary and
preventive care for low-income children and adults.

Redwood City Family
Centers

Redwood City

Community
Organization

Redwood City Family Centers provide family support services
at under-performing schools.

Samaritan House
Clinics

Redwood City &
San Mateo

Nonprofit
Clinic

The Samaritan House Clinics provide free primary care and
limited specialty care for low-income adults.

San Mateo Medical
Center

San Mateo

County Clinic

The Primary Care Clinic at San Mateo Medical Center
(SMMC) provides primary care for adults.

Sequoia Teen
Wellness Center

Redwood City

County Teen
Clinic

Sequoia Teen Wellness Center provides health services for
teenagers.

Shelter Network

Daly City, Menlo
Park, Redwood
City, San Mateo

Community
Organization

Shelter Network provides housing and services for homeless
families and individuals.

46

Brooks, Jr. et al., 2006. The Population Definition Workgroup’s final report to the Task Force found that
52% of uninsured adults in San Mateo County are between the ages of 19 and 39, 54% are Hispanic and
62% earn less than $19.85/hour.
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St. Peter Church

Pacifica

Religious
Organization

St. Peter Church is a Roman Catholic Church.

St. Vincent de Paul
Society

San Mateo

Religious
Organization

St. Vincent de Paul provides emergency assistance and other
services for low-income families and individuals.

Table 2: Survey partners and locations. Survey responses were collected at
clinics, schools, churches and other community organizations throughout San
Mateo County.

Survey sample selection could influence the study’s predictive power. On-site sampling
at county and community organizations impacts the interpretation of survey results,
because adults who already receive services at these locations have more affinity and
knowledge of public services. Additionally, adults who engage in public or nonprofit
services are more likely to be very low-income, because higher-income adults may be
ineligible or resent the stigma of subsidized services. Therefore, predictions about the
proportion of adults who would participate in public coverage may be overstated.
However, with limited time and resources to predict willingness to pay, the convenience
of on-site sampling best meets the Task Force’s objective. Additionally, sampling at these
sites likely improved the response rate and accuracy of the study, because most
interviewers had existing relationships with respondents.
The primary objective of the study was to predict the proportion of eligible adults who
would pay for and participate in public coverage based on monthly fees and income. The
outcome of interest was measured as a “yes” or “no” response to the question: “Would you
be willing to pay $x per month for health care coverage that provides basic coverage for
doctor visits, hospitalizations and prescription medications?” A “yes” response to this
willingness to pay question was interpreted as a positive likelihood of participating in the
County’s planned public coverage expansion.
Key independent variables included six different fee levels (ranging from $10–125 per
member per month) and income. The original survey question asked respondents about
their monthly pre-tax household income, which subsequent calculations converted into
annual income and Federal Poverty Level. Missing income data for a small number of
respondents was replaced with the average FPL for the sample, which did not significantly
impact the conclusions. Although the study collected 582 survey responses, the statistical
analysis was limited to 399 uninsured adults. A test of the interaction between insurance
and monthly fee demonstrated that uninsured adults exhibited a significantly stronger
decrease in participation when monthly fees increased. Respondents with incomes above
400% FPL and those who did not live in San Mateo County were also restricted from the
sample.
The study also included a number of demographic variables for each individual, including
city of residence, age, gender, race/ethnicity, primary language, household size, work
status and health status. City of residence was recategorized into regions of the County
because uninsured adults are concentrated in certain cities. The survey classified age into
five categories, which simplified data entry while preserving the capacity to analyze the
effect of age on participation. The race/ethnicity survey questions confused respondents, so
race was recategorized to include non-Hispanic White and non-Hispanic Black. To
investigate the effect of family status, the study generated a new binary variable “single
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adult” for adults with household size equal to one. A “poverty” variable was also generated
for adults with household incomes below 100% FPL.

Specification
The base specification estimated a linear regression model for the probability that an
adult would participate in public health care coverage. The most parsimonious models
predicted participation as a function of monthly fee and FPL. Additional linear regression
models, which added demographic controls for health status, region of residence, race,
primary language, age and family status, exhibited the same trends in outcomes. The
study did not estimate separate regression models for adults in different income
categories because further stratifying the sample size of 399 adults would have
significantly reduced the predictive power and the precision of the econometric analysis.
In addition to linear regressions, the study estimated probit regression models to report
the marginal effects of different monthly fees and changes in FPL. A probit regression
model predicts the probability of success for a binary dependent variable at the mean
value of all independent variables; therefore, the probit calculated the probability that an
average adult would participate in coverage. In addition to the parsimonious and full
models, an expanded regression added an interaction term to quantify the relationship
between income and “poverty.” The significance of the interaction demonstrated that
increases in FPL had a stronger effect on participation for adults with household incomes
below the poverty level.
F.
Results
In every regression model, the probability of participating in public health care coverage
decreased as monthly fees increased. This result is consistent with economic theory. At a
price of $10 per month, 96% of eligible adults would participate in coverage. The level of
expected participation did not decrease steadily, but dropped off dramatically; 71% of
eligible adults would participate at a price of $25 per month, but only 33% would
participate at $50 per month. Table 3, below, shows the results for the full probit
regression model with willingness to pay for coverage as the dependent variable. The full
specification, including controls for health status, region of residence, race, primary
language, age and family status, explained 37% of the variation in expected probability of
participation.
Dependent variable:
Willingness to Pay for Health Care Coverage
Monthly fee
$10 (reference)
$25
$50
$75
$100
$125
% Federal Poverty Level

0.955*** (0.046)
-0.242* (0.140)
-0.628*** (0.102)
-0.681*** (0.086)
-0.786*** (0.057)
-0.821*** (0.046)
0.241* (0.032)
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Dependent variable:
Willingness to Pay for Health Care Coverage
Standard errors in parentheses
* significant at 10%; ** significant at 5%; *** significant at 1%

Table 3: Willingness to pay for health care coverage by monthly fee and
household income. The probit regression included controls for health status,
region of residence, race, primary language, age and family status. The
participation rate for the reference category ($10 monthly fee) was estimated
from a parsimonious linear regression controlling for fees and family income.
Coefficients for other monthly fees represent decreases from the base of 96%.
The sample size for these estimates is 399 low-income uninsured adults.

The study found that a 100% increase in Federal Poverty Level increased the likelihood
of participation by 24% for an adult with household income below the poverty level. The
magnitude of this increase is equivalent to the decrease (24%) in willingness to pay when
the monthly fee increases from $10 to $25. The predictive power of the regression with
regard to FPL is limited by the very small number of respondents with household
incomes over 200% FPL – of the total sample of 399 low-income uninsured adults, only
22 had household incomes above 200% FPL.
Individual demographic characteristics were not strongly correlated with the probability
of paying for and participating in coverage. Self-described health status had no impact on
an adult’s likelihood of participating in coverage. Race, primary language and family
status also failed to significantly influence the probability of participation. Adults
between the ages of 19 and 64 demonstrated similar preferences, while those over age 65,
who were eligible for Medicare, were 38% less likely to participate.
G.
Discussion
Low-income adults are very price sensitive in their demand for public health care
coverage. The relationship between higher fees and lower participation was consistently
estimated in every linear and probit regression model. The study found that 96% of the
target population would pay $10 per month for coverage, while only 33% would pay $50
per month. The consistency of this negative trend between fees and participation reflects
the expected economic relationship.
Willingness to pay for and participate in coverage increases as ability to pay increases. The
study found that a 100% increase in Federal Poverty Level predicted a 24% increase in
participation. This increase is equivalent in magnitude to the 24% decrease in participation
when fees increase from $10 to $25 per month. Therefore, a 100% increase in FPL
increases willingness to pay by $15. The equivalence suggests that a flat fee structure, with
fees increasing by $15 for every 100% increase in FPL, would achieve consistent
enrollment across income categories. For example, setting fees at $25 per month for
individuals with household incomes between 100 and 200% FPL, and $40 per month for
individuals with household incomes between 200 and 300% FPL, would achieve 71%
enrollment in both income categories.
A key limitation to the study’s predictive power is the selection of a convenience sample,
because those adults who were already engaged in public or nonprofit services may be
more likely to participate in the County’s planned coverage expansion. However, only
30% of eligible adults are currently enrolled in San Mateo County’s WELL program,
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which costs less than $21 per member per month. The low enrollment in WELL may
indicate that only a small proportion of the target population is willing to participate in
public coverage.
The study has other potential limitations. First, it assumes that respondents understood all
of the survey questions, which required some knowledge of basic health care coverage.
This assumption is unlikely to hold for all adults in the sample because some of them
have never been enrolled in health coverage. Next, like most surveys, the study relies on
self-stated measures of family size, household income and other variables. Although a
number of respondents did not provide answers for all of the questions, statistical analysis
did not find any significant trends in the missing data.
In order to predict participation rates, the study’s findings must be generalized to the
target population. Very low-income adults comprised 94% of the sample and
approximately 79% of the target population.47 Therefore, although the study sample
included a very high proportion of adults with household incomes at or below 200% FPL,
the sample reflects the high proportion of very low-income adults within the target
population. The survey data reflected the disproportionate rates of uninsurance among
young adults, Hispanic adults and very low-income adults that exist in the population.48
The demonstrated positive relationship between household income and participation
would likely hold for the target population, but the magnitude of the relationship could
decline if respondents in the study’s convenience sample assigned greater value to health
care and participation in public services.

47
48

Data from CHIS 2005.
Graves and Long, 2006.
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Appendix C: Survey Questionnaire
The following are the English and Spanish versions49 of the questionnaire used to survey
low-income adults in San Mateo County. The monthly fee in Question 10 randomly
varied among six prices ($10, $25, $50, $75, $100 and $125).
H.

49

English

One Mandarin speaker participated in the survey.
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I.

Spanish
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COUNTY OF SAN MATEO
INTERDEPARTMENTAL CORRESPONDENCE
To:

Honorable Members of the San Mateo County Blue Ribbon Task Force on Adult
Health Care Coverage Expansion

From:

Michael P. Murphy, Assistant County Counsel; John C. Beiers, Chief Deputy
County Counsel; and John D. Nibbelin, Deputy County Counsel

Subject:

Analysis of Legal Requirements Related to Funding Alternatives for Adult Health
Care Coverage Expansion

Date:

June 4, 2007

I.

Introduction and Summary Conclusions

The County of San Mateo (the “County”) has a number of options that it may
choose to pursue in order to fund any coverage expansion that this Task Force may
choose to recommend to the Board of Supervisors. We have included a brief discussion
of possible funding sources below, as well as an analysis of legal requirements or
constraints that may be imposed by each. We have also provided an analysis explaining
the legal impediments to imposing a payroll tax or mitigation fee on employers within the
County in order to fund healthcare expansion, as well as a discussion of the approach
used by the City and County of San Francisco to require medium and large employers to
expend a certain amount per hour on employee health care benefits.
II.

Potential Revenue Sources

As noted, there are a number of options that the Task Force and County can
consider in assembling funding for any health care coverage expansion, and they are
discussed below. Among these sources are a number of potential new taxes, fees and
charges, and funds that the County may require of employers in the unincorporated area
pursuant to the County’s police powers. As discussed below, many of these funding
sources are subject to voter approval and others may be subject to potential legal
challenges.
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a. Sales Tax:
General: Section 7285 of the Revenue and Taxation Code authorizes counties to
impose transactions and use taxes for general purposes at the rate of .25%, or multiples
thereof, up to a maximum allowable combined rate of 2%.
How Used: Revenues raised under section 7285 may be used for general
purposes.
How Allocated/Paid: Sales taxes are allocated/paid as a set percentage of the
sales transaction subject to the tax. The tax is collected by the merchant who remits
funds to the State Board of Equalization which, in turn, distributes to the county its share
of the sales tax.
Who Pays: Individual consumers pay the sales tax.
Existing Rate: The sales tax rate in San Mateo County is currently set at 8.25
percent. 6.25 percent is allocated to the State, 1 percent is allocated to local jurisdictions
(including the County in the unincorporated area), and 1 percent is allocated to two
County-wide entities (0.5 percent to San Mateo County Transit District and 0.5 percent to
the San Mateo County Transportation Authority).
Amount of Revenue Received: The State Board of Equalization reports that
taxable sales in San Mateo County were $11.4 billion during the 2003 calendar year.
Voting Requirement: In order to increase the sales tax, the County would need a
two-thirds vote of its Board of Supervisors and a two-thirds vote of the County electorate.
Amount of New Revenue: Based on 2003 data, the State Board of Equalization
estimates that each 0.25% increase in the sales tax rate would generate $28.4 million
annually.
b. Business License Tax:
General: Under section 7284 of the California Revenue & Taxation Code,
counties may “license, for revenue and regulation . . . every kind of lawful business
transacted in the unincorporated area of the county . . . .”
How Used: A business license tax may be used for either general revenue
purposes or for specific purposes (revenues used for general purposes are subject to a
majority vote requirement under Proposition 218, whereas revenues for specific purposes
require a two-thirds votes).
How Allocated/Paid: A business license tax may be a flat annual amount
imposed on private business operators or a percentage of gross revenues.
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Who Pays: The business license tax is imposed on the business operator.
Existing Rate: The County of San Mateo does not presently impose a business
license tax.
Amount of Revenue Received: The County of San Mateo presently receives no
revenue from business license taxes.
Voting Requirement: If revenues are to be used for general purposes, the tax
must be approved by a simple majority vote of those living within the jurisdiction subject
to the taxation. If revenues are to be used for a specific purpose, the tax is considered a
“special tax,” and is subject to a two-third vote.
Amount of New Revenue: The amount of new revenue would depend on the
activities taxed and the levels at which the taxes were imposed.
Note: The County’s taxing authority under section 7284 is limited to business
activities conducted in the unincorporated area. Thus, for example, under current law,
the County cannot impose a business license tax on activities within incorporated city
limits.
c. Transient Occupancy Tax:
General: The County has the authority, under section 7280 of the Revenue &
Taxation Code, to levy a tax on the privilege of occupying rooms in hotels, inns, beds and
breakfasts, etc., when the occupancy is for thirty or fewer days. The County has adopted
a transient occupancy tax (“TOT”) ordinance pursuant to section 7280 that applies to
lodging in the unincorporated area.
How Used: Revenues are presently used for general purposes.
How Allocated/Paid: Operators of facilities that provide transient lodging collect
the TOT from lodgers on the County’s behalf. Thereafter, they periodically remit TOT
revenues to the County.
Who Pays: The TOT is imposed on the lodger as a tax on the privilege of
occupying a transient room. As noted, the facility operator collects it on the County’s
behalf.
Existing Rate: Pursuant to the San Mateo County Ordinance Code, the TOT is
presently set at ten percent of the rent charged by the operator for the room. Section 7280
of the Revenue and Taxation Code does not state a maximum rate for a TOT.
Amount of Revenue Received: According to the Tax Collector’s Office, during
the 2005-2006 fiscal year, the County collected $771,551.29 in TOT revenue. Through
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January 18, 2007, the County has collected approximately $595,000 in TOT for the 20062007 fiscal year.
Voting Requirement: Pursuant to Proposition 218, any increase in the rate of the
TOT would be subject to a vote. If revenues are to be used for general purposes, the tax
must be approved by a simple majority vote of those living within the jurisdiction subject
to the taxation (i.e., the unincorporated area). If revenues are to be used for a specific
purpose, the tax is considered a “special tax,” and is subject to a two-third vote.
Amount of New Revenue: The amount of new revenue would depend on the
amount by which the TOT rate is increased.
d. Parcel Tax:
General: A parcel tax is an annual charge per parcel of real property that is
collected on the property tax bill.
How Used: Revenues collected pursuant to a parcel tax may be used for either
general or special purposes.
How Allocated/Paid: A parcel tax may be based on factors such as the size of the
parcel, but it cannot be based on assessed value. Under current law, the County has no
authority to impose parcel taxes within incorporated cities.
Who Pays: Individual owners of parcels within the unincorporated area.
Existing Rate: The County does not currently collect a parcel tax within the
unincorporated area.
Amount of Revenue Received: The County does not currently receive parcel tax
revenue.
Voting Requirement: If revenues are to be used for general purposes, the tax
must be approved by a simple majority vote of those living within the jurisdiction subject
to the taxation (i.e., the unincorporated area). If revenues are to be used for a specific
purpose, the tax is considered a “special tax,” and is subject to a two-third vote.
Amount of New Revenue: The amount of revenue raised through a parcel tax
would depend on the number of parcels affected and the charge imposed on each. The
County Assessor’s office states that there are presently 24,740 parcels in the
unincorporated area.
e. Impact/Mitigation Fees
General: Impact/mitigation fees are imposed by governmental agencies to
mitigate the impacts caused by the operations or development by the parties on whom the
fees are imposed.
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How Used: These fees are used specifically to offset or mitigate the particular
impacts identified.
How Allocated/Paid: There must be a reasonable relationship between the harm
sought to be mitigated and the impact/mitigation fees charged.
Who Pays: Individuals who create the harm to be mitigated.
Existing Rate: The County does not currently collect a mitigation fee.
Amount of Revenue Received: The County does not currently receive mitigation
fee revenue.
Voting Requirement: None.
Amount of New Revenue: The amount of revenue raised through a mitigation fee
would depend on the harm identified and the amount reasonably determined to be a
necessary fee to mitigate the harm.
Additional Considerations: While the County has the authority to impose
impact/mitigation fees, under existing law, it may do so only with respect to the
unincorporated area. Less than ten percent of the population and of all employers in the
County are located in the unincorporated area. Moreover, under California and Federal
constitutional and statutory law principles, there must be a reasonable relationship
between the harm sought to be mitigated and the fee imposed. Thus, for example, in
order to impose an impact fee on employers who do not provide health insurance
benefits, the burden would be on the County to establish that these employers, by their
operations, are creating an identifiable public harm that they should remedy through
payment of a mitigation fee and any such showing could be subject to challenge by the
affected parties.
f. Use of County Police Power to Require Health Care Expenditures in
Connection With Employee Minimum Wages (City and County of San Francisco’s
Approach)
The City and County of San Francisco has adopted the San Francisco Health
Security Ordinance, which generally requires, among other things, that medium sized
employers (defined as those with between 20 and 99 employees) and large employers
(those with 100 or more employees) make “health care expenditures” of a certain amount
for each hour worked by each employee. For example, under the Ordinance, through
June 30, 2007, a medium sized employer would be required to make $1.06 in “health care
expenditures” for each hour worked by each of its employers. “Health care expenditures”
are “any amount[s] paid by a covered employer to its covered employees or to a third
party on behalf of its covered employees for the purpose of providing health care services
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for covered employees or reimbursing the cost of such services for its covered employees
. . . .”
San Francisco has adopted this approach pursuant to its general police power,
which allows it, among other things, to adopt a minimum wage within its jurisdiction.
Soon after adoption, the Golden Gate Restaurant Association filed suit against the City
in United States District Court, alleging that the Ordinance is preempted by the Employee
Retirement Income Security Act (“ERISA”), which generally supercedes state and local
laws that relate to the administration of employee benefit plans. The lawsuit remains
pending.
Like San Francisco, pursuant to its general police power, the County has the
authority to set minimum wages within the unincorporated area of the County and it
could therefore adopt an ordinance similar to that in place in San Francisco . It would,
however, require a change in state law to vest the County with the authority to set
minimum wages within the incorporated areas. Further, assuming the County took such
an approach, it would have to deal with the same ERISA preemption issues currently
being litigated by the City and County of San Francisco.
III.

Analysis Regarding Payroll Taxes

Some members of the Task Force and of the public have inquired about whether
the County has the authority to impose a tax on employers equal to a percentage of each
employer’s payroll, the proceeds of which would be used to fund healthcare expansion.
Having researched the matter, our view is that counties do not have the authority to
impose payroll taxes.
Section 24 of Article XIII of the California Constitution vests the Legislature with
the power to “authorize local government to impose” local taxes. The California
Supreme Court has stated that a “grant of power [by the Legislature] is an essential
prerequisite to all local taxation, because local governments have no inherent power to
tax.” Santa Clara County Local Trans. Auth. v. Guardino (1995) 11 Cal. 4th 220, 248.
Thus, in order for a general law city or a county to impose a particular local tax, there
must be a specific grant of authority from the Legislature allowing for it.
Nowhere in the California Revenue and Taxation Code (or in any other provision
of law) has the Legislature authorized counties to impose payroll taxes, either within or
outside of the unincorporated area. It follows that counties lack the authority to impose
such taxes.
While some charter cities have imposed such taxes, they are differently positioned
than counties because their authority to tax for local/municipal purposes does not
originate in a grant of authority from the Legislature but, rather, it is based on the
California Constitution itself. Specifically, a chartered city may impose a local tax under
the municipal affairs clause of the California Constitution [Cal. Const., Art. XI, sec. 5 (“It
shall be competent in any city charter to provide that the city governed thereunder may
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make and enforce all ordinances and regulations in respect to municipal affairs, subject
only to restrictions and limitations provided in their several charters and in respect to
other matters they shall be subject to general laws. City charters adopted pursuant to this
Constitution shall supersede any existing charter, and with respect to municipal affairs
shall supersede all laws inconsistent therewith.”)].
The California Supreme Court has upheld the authority of a chartered city, such as
San Francisco, to impose a payroll expense tax, even in the absence of specific
authorization from the Legislature. A.B.C. Distributing Co., Inc. v. City and County of
S.F. (1975) 15 Cal. 3d 566, 576 (“We conclude that the payroll expense tax is a valid tax
measure authorized by the ‘home rule’ provisions of the state Constitution (art. XI, secs.
5, 7) which impliedly empower local governmental agencies to levy taxes for general
revenue purposes.”).
No such “municipal/county affairs” power is vested in counties, including charter
counties, such as San Mateo County. See Dibb v. County of San Diego (1994) 8 Cal. 4th
1200, 1207 (“The principal difference between ‘city home rule’ and ‘county home rule’
lay in the fact that since 1896, cities, by express provision in their charters could acquire
control of ‘municipal affairs’ independent of general laws pertaining thereto. The scope
of home rule available to cities thus was coextensive with the purview of the broad and
general expression, ‘municipal affairs.’ No such general grant of authority to incorporate
provisions relating to ‘county affairs’ was included in [the prior version of present section
4 of Article 11] with respect to county charters.”).
Rather, counties (and general law cities), lacking the home rule powers of
chartered cities, must rely on the general law of the state for taxing authority. A payroll
expense tax is not among the taxes specifically authorized under California law and it
follows that no such tax can be imposed by the County. Moreover, from a jurisdictional
perspective, there’s presently no authority for the proposition that a county can impose a
payroll expense tax on businesses lying outside of the unincorporated area.
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Please do not hesitate to contact this office if you would like to further discuss the
matters raised in this memorandum.

cc:

John Maltbie, County Manager
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