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Abstract

This dissertation develops goal conflict theoryigapplication to intergovernmental public
policy through state-level empirical analysis ef8tate Children’s Health Insurance Program
(SCHIP) from 1999-2007. This program was selectedralysis because it is a program in which

goal confiict has been readily manifest, partityiduring the 2007 SCHIP reauthorization attempts.

Goal conflict in SCHIP is operationalized as emelt of higher-income children and of adults,
and is examined in terms of fiscal impact on tberfd government and on various measures of
program success including enrolliment of low-incaimiglren in SCHIP.

Enrollment of adults was found to increase feaests within a state (federal funding formulas
notwithstanding). Further analysis showed thas igdererning the fiscal impact of enrollment
expansions significantly affected the choice t@agador not engage) in these activities.

In examining the effect of enrolliment of non-taeggbopulations on federal spending between
and within states, the analysis demonstrated thilt fermula factors—not enrollment choices—
drive federal spending between states, enroliniexlLiis increases spending within states and
enrollment of higher-income children appears toedee spending within states.

In fixed-effects models estimating the impact ebliment of adults and higher-income children
on enrollment of targeted children, enrollmentdafiis was consistently found to negatively impact
enrollment of targeted children and enrolimenigifiér-income children was found to improve
enrollment of targeted children.

A final empirical analysis focused on the policgichs of adult and higher-income child enrollment
as dependent variables. Goal conflict variablexjdition to capacity variables, were shown to be

significant predictors of these state policy cro@aen after controlling for state (random) effects
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Chapter 1: Introduction and Theory
Introduction

The State Children’s Health Insurance Program (SCHIP) has the stateaf g
“[providing] funds to States to enable them to initiate and expand the provision of child
health assistance to uninsured, low-income children in an effective andnéffraener
that is coordinated with other sources of health benefits coverage for childxan”.
entitlement to the states, SCHIP is a joint implementation program requiringenveht
by federal and state governments (Pressman and Wildavsky, 1984; Sanford, 1967,
Goggin et al., 1990). For states that share the ideology of the federaltiegjgank it as
a high enough priority to merit allocation of resources, and have sufficientecesaar
allow for such allocation, intergovernmental management consists pyimogril
completing the federal-state financial transaction by drafting andd#oi the approval
of the necessary state plans, making expenditures, and receiving funds. 8¢ates re
benefits for their ideological alignment with the federal government, anedeed
government adds resources to the accomplishment of its aims within states. Htwgve
joint implementation approach invites the potential for goal cohflicstates where
provision of public insurance for children from low-income households is not a
sufficiently high priority to warrant independent state action. In thesss ctiee federal
entitlement serves primarily as an inducement for states to become aligiméioe

ideology of the federal legislation and the intergovernmental managemeesgroc

! Social Security Act Sec. 21042 U.S.C. 13973a

2 Conflict is not assumed to be an active engagemresmbodiment of will in a sociological sense as
envisioned by Simmel (1964), but is rather the passcompatibility of goals more consistent wittet
views of Sanford (1968) and Parsons and Shils (200dnetheless, conflict is envisioned as a pasitiv
entity, something that can be observed and measiréis sense, conflict is compatible with Simisel
most basic conception of the phenomenon.



becomes burdened with the need to ensure that this induced goal alignment achieves the
ends intended by the federal legislation. This necessity enters the intargewéal
arrangement in the form of specification and monitoring costs (Waterman ang Meie
1998).

Despite the potential presence of conflict with the stated federal gded SIGHIP
program, states may be pressured to adopt the SCHIP program due to mimetiepressur
(Light, 1978; DiMaggio and Powell, 1983) or because of a desire to leverage federal
funds. Ingram (1977) suggests that the inducement offered by federal grgrestioa
state governments into a form of bargaining arrangement, but that such grauats are
sufficient for altering the policy behavior of states unless the dtatedg has compatible
goals. Goal conflict may thus manifest not as a failure to adopt the progrardded all
states have), but rather as conflicts over the use of funds (Nicholson-Crotty, 2004),
problematic implementation decisions (Goggin, et al., 1990), or low output performance.

The aim of this dissertation is to identify potential goal conflict in the SCHifeext
and to determine what, if any, effect observable goal conflict between thalfeder
government and the states may have on the use of federal resources (chapteia®), progr

outputs and outcomes (chapter 4) and state policy decisions (chapter 5).

This chapter focuses on the potential for measurement of goal conflict andithe util
of this construct in predicting various relevant outcomes in administration of thE®PSCH
program. A diversity of conceptualizations, definitions, applications, and operational
approaches for organizational goals, “goal conflict,” and related corss{rugt goal
ambiguity, goal commitment) will be considered specifically in the comtiefederal-

state joint implementation. This synthesis integrates perspectivesystems analysis,



agency theory, stewardship theory, fiscal federalism, political econ@wgrtance

theory and intergovernmental relations. Though some form of goal conflict is
fundamental to the interrelationships described by most of these theories andreggyroac
measurement and empirical application of the construct have garnerattdagsn than
deserved, and conflict is often treated as an assumption rather than a Vév/etblenan

and Meier, 1998).

The literature: An overview

Goal conflict has made prominent appearances in public management litaraéunes

of political control of the bureaucracy (e.g. McCubbins, 1985; McCubbins, Noll and
Weingast, 1998) and principal-agent applications to government contractingge.g. V
Slyke, 2006). Waterman and Meier suggest tfudtér time [states]may seek to alter
established policy toward their preferred objectives, which may or may no¢ Barne as those
of the [federal] legislation ... Even if no policy disagreementtexincipal-agent theory
suggests that [state agents] are likely to shirk, to produce outpautdgiier than needed cost, or

to produce a level of outputs that is lower than desired” (1998, This thesis about the
potentially counterproductive nature of agent behavior—arising from activeypoli
disagreement or passive failure to achieve desired ends in the moshiefiicdfective
manner—is the core of goal conflict.

Defining goal conflict in a public administration setting proves challenging,
particularly in comparison with the private sector application where the comaspt
originally developed. “In the marketplace, principals and agents clearly Héere ol

goals and/or preferences. Obviously, agents want to make as much money as possible

? Insertions to adapt the original text to an integynmental context are added for emphasis anottesf
the discussion offered by Waterman and Meier (1@®8he particular context addressed here.



while principals want to pay as little as possible for services. But inuteaucratic

setting, with a focus on policy instead of profit, goal conflict may not alweags e
between principals and agents. Principals and agents may disagree ovewopditiey

may not. If they do, as Mitnick (1986, 4) noted, principals are forced to ‘expend
resources both in trying to instruct the agent what to do and in monitoring and policing
the agent's behavior.’ If agents have the same policy goals, howevereth®ne

policing and monitoring should logically be reduced.” Thus, goal conflict mightfesani
as a diametric opposition to a policy, willingness to abide inefficiencies @xécution,

or anywhere between.

For the research and theory that follogrsal conflict is defined asa diversion of
resources from pursuit of the interest of the principal to pursut of the interest of the
agent In a federal-state principal/agent dfjathe resources intended by the federal
government for one outcome are diverted to an outcome embraced by tRérstate.
circumstances in which pursuit of the interest of the principal is identitia tpursuit of
the interest of the state, no goal conflict exists.

In political economy, some recent initial attempts at quantifying goalicoinf a
political economy paradigm have inspired renewed discussion about “new” antf “fisca
federalism and their place in modern policymaking (Oates, 2005). Meier haedipeat
criticized goal conflict as an assumption in various models. In particulderivan and
Meier (1998) explicitly call for consideration of goal conflict and informatieynanetry
as variables (rather than as assumptions) in applications of agency théery to t

governmental context. A few studies (e.g. Ingram and Schneider, 1990; Slocum, Cron

* | acknowledge that such a dyadic conception isslified, as will be discussed later in this pte.
® Note that given this conception of goal confltbe outcomes may be closely related, increasing the
complexity of monitoring costs and the demand fidoiimation.



and Brown, 2002; Chun and Rainey, 2005b) have linked goal conflict constructs to
performance, but lack of a systematic framework for goal conflict in the
intergovernmental context has prevented similar analysis from beingmpedan the
intergovernmental policy context.

Ingram (1977) observes that state goals play a pivotal role in determining the
accomplishment of federal objectives through grant programs. Ingram i®netaher
emphasis on the importance of goals. Meier and his coauthors have consistettlfocall
more study of goal conflict in administration of government programs (mosinentty
in Waterman and Meier, 1989). While progress has been made in this area, (ergd,Matla
1995) the construct has only recently been used in an empirical application toiits role
federal-state relationships through grantmaking (Nicholson-Crotty, 2004).

A case could be made that goals are not only encompassed in the implementation of
public policy, but that they comprise the better part of it. “A case of implen@ntas a
series of political and administrative actors’ goal-directed chomgsetions” (Goggin,

1986, 336).

Goggin et al. (1990) consider goals a component of organizational structure that has a
mediating effect on organizational capacity: “Implementing organizaktiamwe goals, and
the program being implemented may or may not fit neatly with these goals. éganei
more likely to have communication and coordination problems with each other when the
units do not see eye to eye on the program. Such organizations are more likely to screen
out important elements of the policy message and to perform in a less-thbfastiéon
when the policy message deals with goals that are not of particular condezn to t

implementers; therefore, the greater compatibility among the gbtis implementing



agencies and the concerns of the implementers, the greater the expedssl sLac
program within a stat®¥’. Also, the greater the compatibility of the goals of the
implementing agencies with those expressing the policy message, ttez tiresuccess
of a program within a state”(127). Though among the variables suggested faomclus
by Goggin et al. (1990), measures of goal congruence/conflict have oft:xtubedeel

from implementation studi€sThis exclusion is likely due to the challenge presented by
measurement of the constrdct.

Goal conflict would be expected to have varying effects in varying policyxdsnte
impacted by such factors as intergovernmental arrangement and inducemeayts, poli
topic, ambiguity of goals, and others (Goggin et al., 1990; Volden 2007). It is therefore
useful to observe this particular variable, and to explore issues related éagsrament,
validity and impact, in a single context where variation in intervening variablebe
minimized. It is also important to select a policy context in which some duedita
evidence of goal conflict can be observed. This lends, at the least, face valti
inquiry itself. Because the inquiry focuses on federal-state goalatottie policy must
be a product of federal-state joint implementation. In order to isolategofiict as a
variable, the goal of the policy must be relatively unambiguous and its achigvemnst
be empirically observable. Federal control over state behavior must not betepmple

order to observe some variation in outcomes as regards goal conflict, statesawveus

® This approach is consistent with Parson and S{fB01) discussion of goal achievement in social
systems: “the achievement of goals is often possibh social system only through collaboraton in
complementary role situations” (200).

" Note that there may be differences in goals ocames intended by the principal, goals or desired
outcomes articulated by the principal, and peroeptif goals or intended outcomes as received by the
agent. Though these three may differ, distinctiogisveen them are not made in this analysis.

8 Cleaves (1980) is a notable exception.

° Other constructs related to organizational gaalgoivernment have only recently become a focus of
careful quantitative measurement. See, for exanfaett (2003) and Chun and Rainey (2005).



some level of discretion in implementation of the program and the application ofl federa
inducements. While multiple policies may fit this particular set ofr@ait¢he policy
selected for this analysis is the State Children’s Health Insuraogeahr.

The remainder of this chapter contains a background describing the StarerChil
Health Insurance Program, a presentation of the three primary frameworks &ullve us
empirical analysis accompanied by a more extended review of releveatuliés and a

brief outline of the dissertation.

Background: State Children’s Health Insurance Program

In August 1997, with bipartisan support, Congress enacted the State Childreriis Healt
Insurance Program (SCHIP) as part of Title XXI of the Social Sgcct. SCHIP is a
federal formula grant program that gives states three options for propidloig health
insurance to targeted children: designing a separate SCHIP program; expheding
Medicaid program within a state; or a combination of both strategies. The program
enrolled 2.5 million children nationwide during the first three years of idenge
(Simon, 2001). The SCHIP program is a federally mandated, state administereanprogr
similar in nature to Medicaid, Medicare, and other social welfare prograths United
States, but is structured as a categorical grant to the states rathas #draindividual
entitlement. Categorical grants are “grants that must be used foulzartiwery often,
quite narrowv—objectives as specified by the donor and agreed to by the recipient. In the

United States, most federal grant programs are of this kind” (Salamon, 200% 348).

1% various media outlets mistakenly refer to SCHIRdsrmula grant. Though SCHIP does allocate
funding based on formulas (thus an “entitlementthis states), SCHIP funding is limited to a pattcset
of approved expenditures, whereas a true formwaatgrould provide money that is not confined to a
specific project. The classification of SCHIP furadsa block grant is more appropriate, as thautiifor
spending projects—the primary distinction betweeat@gorical grant and a block grant—differs



responsibility for design, implementation, and administration of the programadtesref
rests solidly on the states. Though the structure of this program provides a great de
flexibility to the states (Nicholson-Crotty, 2007), the federal intent to atifecspending
and policy practices of the states invites application of the biting comnesntagarding
the coercive and/or ineffectual regulatory nature of such intergovernmeatajements
(Hale and Palley, 1979), the failure of the redistributive purpose of such dfardaid,
1990), and the inability of federal actors to recognize the specialized nebdsstdtes
(Sanford, 1967). Salamon (2002), however, describes such grants as an indirect tool of
government action, and hails them as “relatively noncoercive” (342). The ligxabi
state administration of such grants does help to mitigate accusations af tedecion,
but it is nonetheless true that federal funds come with “strings attached.”

One challenge identified in fiscal federalism is the imposition of fed@eaitions on
state-level resources, thereby limiting the ability of state govertsne tax and spend
according to their own priorities because the federal tax reduces the stipply
disposable/taxable income and the mandate to engage in federally sanctimitgdabsci
demands use of state resources (Oates, 1999). Dahrendorf (1958) described policy
conflict as emerging from a perceived zero-sum environment in which oegetie
incompatible and actors rely on one another for some aspect of policy execution.
Behaviors in which actors engage may result as much from strategic belsavoon a
behavior rooted in true differences in reaction to the ideology of a policy. Regaflless
the motivation for behavior, the legislative and administrative environment rasults

winners (those who receive resources) and losers (those who do not). This zero-sum

somewhat over time depending on regulations place8CHIP spending by plans arranged by state and
federal agencies and broad federal guidelinesniagtdiffer from one political administration to dher.



environment is also described by Nicholson-Crotty et al. (2006) in their discussion of the
impact of intergovernmental grants on state budgetary priorities.

In policy areas related to SCHIP, states have been accused of divedtngl funds
to projects of higher priority to the states (Nicholson-Crotty, 2004; GAO, 2007; Chubb,
1985). Alternately, states may use federal funds to replace their own funds, maydkili
slack necessary to accomplish goals unrelated to the federal grant. Thesd fype
diverting behaviors have been observed in the Medicaid program. Testimony before t
House oversight committee describes the systematic rulemaking and pé&iiyma
measures taken to discover and reduce loopholes and/or fraudulent means of increasing,
spending or diverting federal matching funds from the Medicaid programpibedaied to
be in widespread practice among the states (GAO, 2007). The fund diversion hypothesis
is also applied to Medicaid funding and tested in Nicholson-Crotty’s piece on goal
conflict in federal grants to the states (2004), where he found evidence in support of the
fund diversion hypothesis. These empirical findings support Ingram’s (1977)@ssert
that federal aims are unlikely to be accomplished through grant programs bsénea
of state-level agreement with federal goals.

In an empirical analysis of factors correlating with Medicaid enetimates,
Kronebusch and Elbel (2004) found that the policy content of Medicaid mandates had
greater impact on outcomes than did federal matching rates, and also reduced the
observable variation in enroliment across states. This suggests that, consibttre
conceptions of goal conflict described here, the ideology—or goal alignmestetated

with policy content has a significant impact on the overall success of the endeavor.



Rhetoric accompanying the 2007 legislative battle to reauthorize the SCHHmrog
made federal-state goal conflict readily apparent. In a radio addhesgng his veto of
the first SCHIP reauthorization bill in October of 2007, President George W. Bush said,
“One important commitment of the Federal government is to help America'spoore
children get access to health care...[but] many States are spending fBGH#HRN
adults. In fact, based on their own projections for this fiscal year, Minnesiotais||
New Jersey, Michigan, Rhode Island, and New Mexico will spend more SCHIP money
on adults than they do on children. And that is not the purpose of the program” (Bush,
2007).

In February of 2008, five state governors testified before the House Earetgy
Commerce Committee regarding SCHIP and its reauthorization. Governock Batri
Massachusetts, Strickland of Ohio, and Gregoire of Washington lamented rist&nt C
guidelines aimed at reigning in states that used, or wanted to use, SCHIR) fianclover
uninsured children above 250 percent of FPL. It could be said that for these states, their
goal of enrolling uninsured children exceeded the target set by the federalrgerer
and created a form of goal conflict.

Governor Perdue of Georgia indicated concern over mismatch between federal intent
and some cases of state implementation, yielding gridlock in SCHIP reaattwor “|
have been vocal because a program that works, a program that has a ten rgeaf reco
proven success, is up for reauthorization and we can’'t agree on how to continue...Some
states have expanded their programs to include health insurance for other graups, eve
childless adults. But the goal of this program all along was to provide an answer to an

insurance need for our most vulnerable population: low-income children” (Perdue, 2008).

10



Similarly, Governor Barbour of Mississippi alleged that states with SE@kpRnsions
covering childless adults were hijacking federal funds that should have supported
programs for children in other states: “instead of sending that money back to Washing
other states started expanding their SCHIP programs. Instead of cdearimgome

children as Congress intended when [it] created the program, other statesdegyang
adults, even adults that did not have any kids!...I cannot support a bill that does not give
Mississippi enough money to fulfill the original intent of the program whitengthg

other states the opportunity to expand their programs to cover higher-incomerchitdr
adults who don’t have any children” (Barbour, 2008).

This rhetoric surrounding SCHIP reauthorization and the observations of scholars
regarding the potential for divergent SCHIP goals at the state &ivelet al. 2000)
contribute face validity to the case for SCHIP as a good laboratory for egjtegarding
state-federal goal alignment in intergovernmental policy. SCHI®leas other
characteristics that make it a desirable case, including a relativatgbiguous federal
goal and readily available data. The recency and popularity of the progvaitepr
additional incentive to study the program.

SCHIP has an unambiguous primary goal at the federal level: to increase the
enrollment of children from low-income families in medical insurance pragirdlore
specifically, to enroll targeted children—uninsured children who are ineligible for

Medicaid but below 200 percent of the federal poverty level—in public health insurance

™ |n addition to these reasons for selection of SC&K a policy focus, child health policy has been a
common platform for implementation studies, allogvfor some continuity in the development of
implementation theory within what is arguably agéénpolicy context. Goggin (1986) focused his early
implementation research on child health policy, anggested many compelling reasons for focusing on
this particular policy area, including the histafydisenfranchisement of children in American Healt
policy. His 1999 piece on SCHIP also forms a strooigplement to the work proposed here.
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programs (Nicholson-Crotty, 2007). SCHIP legislation demands that participatiag st
make every effort not only to encourage enrollment of uninsured low-income children in
health insurance programs, but to specifically encourage enrollmeumblic programs

for which they are eligible, including SCHIP. This approach to social vegli@mhich
enrollment in the program itself is considered an outcome, is unlike other sogadms
such as Welfare to Work or Temporary Aid to Needy Families (TANF) thaati goal

of which is arguably to eventuallgmoveindividuals from public assistance.

State goals for SCHIP, on the other hand, may be significantly more diverse.
addition to some states’ expansion of the program to cover children in higher income
families and other expansions to cover low-income parents and in some casesschildle
adults, a range of desired outcomes and evaluative measures have been adbpted by t
states, displaying a variety of objectives beyond the federal impetus tderoore low-
income children with health insurance (Shi et al. 2000).

It is also important to note that the issues of goal alignment are of particdlar a
timely interest in this reauthorization era of SCHIP, in which federall#iyis action is
required if federal appropriations are to continue. The apparent unwillingnibes of
states to allocate additional funding at the state level without continuedI|fedeching
(Wolf, 2007) and the political rhetoric of federal-state conflict surrounding the
president’s veto of SCHIP renewal legislation provide strong examples of tbg pol
implications of goal conflict across legislative units.

The history of SCHIP is long enough to observe some trends over time and to observe

the effects of goal conflict through pooled analysis over nearly a decade pfatiose™

12 This said, there are still some data limitatioases on the availability of data for all progranange The
limited number of time points also limits panelalanalysis, but the time horizon does at leastvelito
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The SCHIP program also displays variation in state implementation, includiogwar
state legislative actions expanding or limiting spending on the program, providing an
opportunity to view a variety of implementation strategies and goal levedssiogle

public policy (Shi et al., 2000; Blewett and Davern, 2007).

Frameworks

The policy context of intergovernmental programs like SCHIP is layered and
complex and multiple frameworks often apply (Agranoff and McGuire, 2001). Choosing
parts of these multiple frameworks based on their relevance to the policy prothlanda
allows for synthesis in implementation research without allowing the nuofibariables
to increase exponentially as might occur if we tried to apply all franessaironce
(O’'Toole, 2000; Goggin, 1986). One challenge to overcome is the recognition that policy
formation can be understood as an institutional phenomenon in inktghtionsact and
react to one another, and simultaneously as a social phenomenon innghiictualsact
and react to one another. Institutional actors may be individuals or groups and operate in
roles and capacities that are largely symbolic and prescribed by somlgle and have
rather limited ranges for goals. Individual actors, on the other hand, fill thieseand
also operate as autonomous, sentient beings with a variety of competing imdrnal a
external interests (Parsons and Shils, 2001). While it is recognized thatitidions
actors at play are comprised of individual actors, the focus of this inquiry vat be
institutional actors and variables relating to those relevant institutioti@hscThough
this choice discards some of the nuance of the policy history and the impact of policy

entrepreneurs, it also has the benefit of narrowing the scope of variabiggn(G®86)

some observation of heteroskedastic and trendimdgtecies, allowing for appropriate corrections.sée
data in-hand, refer to table 2.
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and mildly improving generalizabilit}? The synthetic framework for the empirical
research employed in this dissertation will be founded on a careful combination of three
sets of theory:

1. Agency theoryand itspolitical economycounterpart, the approach
embraced by Chubb (1985), Waterman and Meier (1998), and Nicholson-Crotty
(2004), will form the primary conceptual framework for notions of goal conflict
in the SCHIP policy arena. The primary work of the dissertation will be mefini
and applying goal conflict concepts in the SCHIP context.

2. Intergovernmental theory particularly the Josselin and Marciano (2004)
federate framework, organizational arrangements identified by O Emale
Montjoy (1984), and an original extension of these frameworks that incorporates
the agency perspective. This modified joint implementation framework (FPaess
and Wildavsky, 1984; Goggin, et al., 1990) will provide a contextual framework
for narrowing the focus of the broader agency theory and political economy
literatures to a specific federal-state context.

3. A systems theorgpproach to conflict in multi-actor systems (Liu, et al.,
1998) will be utilized in generating operational definitions for goal conffidt a

understanding definitional differences between various goal conflict nesasur

13 As a research endeavor exploring a single poéigiernal validity is already significantly limited.
However, inasmuch as the analysis remains at #tgutional level, particularly in dealing with itisitions
that are relatively stable (i.e. state legislatized Congress), the analysis remains useful fopegison
with research in other policy areas, similar pekcat different points in time, and the like.

11 am using this term rather liberally here; as destrated by the discussion to follow, there afena
specific frameworks from theory on federalism am@ligovernmental relations that adequately allow fo
application in a goal conflict context, and theusture of which matches the policy environmenthef t
SCHIP program.
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Conceptual framework: Principal-agent and related paradigms

Agency theory provides a useful paradigm for systematic exploration of the &fsue
state-level implementation of national-level policy. The governmentamyist the
United States has been described as a principal-agent chain wherein elézéns
legislatures, legislatures direct administrative bodies, and thesaistlative bodies
perform tasks of import to the citizenry (Wilson, 1989; Nicholson-Crotty, 2004,
Waterman and Meier, 1989; Moe, 1984, Goggin et al., 1990). This application of the
principal-agent model to government introduces an important perspective to the study of
governance; namely, that the success of policy is reliant on the congruencks af goa
multiple governmental systems. If goal conflict exists between amyiks of the
governmental chain, the goals and intent of the policy can be displaced by thefgoals
agents functioning further down the implementation chain (Moe, 1984; Wilson, 1989;
Nicholson-Crotty, 2004).

Goal conflict theory is fundamentally based in legal contract theory ands étathe
goal congruence of various actors within a system. Generally couchedpinntipal-
agent paradigm, such research is generally more focused on transaction nostsyi
congruence as an outcome in and of itself, but this stream of research is nonetheless
significant due to its focus on the competing goals that may exist (and, indeed a
expected to exist) between organizations—in this case, between each efement
government and the next (Miller, 1990; Waterman and Meier, 1998).

Application of the agency problem to the legislative-bureaucratic relatmiss
widespread; indeed even Waterman and Meier’s (1998) proposed expansion of the theory
for adaptation in a government context is designed explicitly for interactibwsdaethe

legislative and bureaucratic arms of government. However, relativelgdiealars have
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applied the paradigm to the interactions between Congress and the statesdifige gui
assumption for this analysis is that the paradigm applies: that goal cenfiadsible,
observable, and has an impact at least on government actors if not the outcomes of the
policies themselves. Nicholson-Crotty’s (2004) work suggests that this is indeed a
reasonable set of assumptions. Informed by the demands of Waterman and Meier,
however, goal conflict ought not be assumed but rather measured.

Intergovernmental relations in the United States are particularly vbledagoal
conflict, and such conflict is a major factor in explaining the failure of publigrpros
(Pressman and Wildavsky, 1984). This tension can be described not only in the conflict
between policy elites and lawmaking bodies, but also as a passive tension betveéen b
aggregated across the states and made manifest in Congress and beliedseagrdgn
states and made manifest in state legislatures (Sanford, 1967). The aggym@igaiter
preferences at the state and federal levels results in a set of nesteehpe that may
conflict when these preferences are expressed across governmentionst{Keiser,

2003; McGinnis, 2003). Goal conflict between mandating legislatures are palyicular

observable in federal mandates resulting in grants to the states (Nichotgtyn-21304).

Contextual framework: Intergovernmental theory

In an article applying the principal-agent paradigm to the field of sociology, $hapir
(2005) elegantly states, “Only the rare agent has the luxury of alignimgtémsts with
a single principal. Conflict of interest is hardly about shirking or opportunism wildy; g
it is about wrenching choices among the legitimate interests of multipgais by

agents who cannot extricate themselves from acting for so many” (278).
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Josselin and Marciano (2004) describe multiple potential principal-agetbmstaps
between citizens and state and federal governments. They essentialthama
aggregation argument described in the previous section of this chapter, but do so in a
framework of geographic and functional alienability of government functiodsree
assignment of responsibilities among central and local governments. Roepda
range of possible federal arrangements including what they deem a phwoatTie
approach of perfect competition among geographical agents (Citizersspatt@pals
and distinct jurisdictional governments compete for agency); a confeffaratwvork in
which citizens act as the primary principals and member states theypag®eats, states
the secondary principals and the federal government the secondary agentderdta f
framework in which citizens are the primary principals, the federalrgoent the
primary agent, and states the secondary agents to the federal (secondapg! prinis
federate framework best describes the approach taken here.

Like the intergovernmental relations framework, the proposed analysis of SO&lIP
conflict/congruence focuses in part on policy and its directionality add-tHs in
policy priorities among various governmental actors. It also borrowsgttia
mission/purposes and the use of inducements, areas of focus appropriate to the
framework of federalism (Wright, 1990). Based on the organizational arrangeme
suggested by O'Toole and Montjoy (1984), SCHIP would best be termed a sequential-
reciprocal arrangement. This arrangement allows for the hierarahicedements offered
by the federal government in hopes of triggering state action on the behatfetf tar
beneficiaries, and allows for some degree of flexibility in this procesn Wieeinterests

of the federal and state actors are not aligned. This simplified model, hovgenees
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the role of citizen-level principal preferences in affecting the belmwefathe federal and
state agents as described by the federate framework of Josselin anchViEz04).
This added complexity provides depth to the concept of legislative goals at ezldf lev
government by recognizing that goals are not exogenous factors, but are endogenous
variables affected simultaneously by past and present action on the parctdrall a
(Krane, 1993). This observation is made rather poetically by Sanford (1967): “The
national government cannot effectively reach its goals without the power otékse Hae
states cannot serve all their people without the power of the national government... The
national government needs the power of the states. It cannot afford to see thiexsh scutt
Neither can the states go it alone. They need the power of the national gow&(@me
98; see also Ingram, 1977).

These frameworks of joint implementation bring a richness of context to theyinquir
regarding goal conflict which might be lost in a strictly traditionah@pal agent
paradigm. However, due to the explicit focus on goal conflict, the principal-agent
approach should be married with, rather than supplanted by, these alternateofieanew
for the conceptualization of intergovernmental relationships in SCHIP. Therchse
assumes a modification of the federate framework in which citizenseapitnary
principals for both the federal and state governments, and the federal government ser

as a secondary principal and the states as a secondary’agent.

15 A tertiary principal-agent relationship existsween the states and the administrative mechanisms
employed for implementation (which may include edegjation to county or other governments or diyectl
to state-level agencies).
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Operational framework: A systems perspective on conflict
The federal arrangement in the United States has been described asma\dyste
multiple principals and multiple agents (Wildasin, 2004). A series of papers emsyst
analysis produced by researchers at the University of Texas ah AlListi et al. 1998;
Barber, Liu and Ramaswamy, 1998; Barber, et al. 1998; hereafter dubbed “the Austin
team”) describe some specific characteristics of such a multi-asystem:
“Conflicts may arise due to two reason$if(certain [actor] goals depend on
one another, orji if these goals cannot coexist...conflicts may also arise due
to resource sharing problems. In addition to goal conflicts, plan conflicts
(interference of [actors]’ individual plans) and belief conflicts ([a¢tocdd
incompatible beliefs) can also occur...” (Barber, Liu, Ramaswamy, 1998, 2)
The Austin team has defined three classes of conflict in multi-actonsy sbelief
conflicts, priority conflictd” and plan conflicts. Each type of actor conflict has a unique
role in the implementation process and a distinct theorized interaction withtygiberof
conflict in the system. Beliefs support plans and goals and describe resolacgsre
designed to achieve priorities and schedule resources. Achievement ofegri@adfuires
resources but serves to determine the pre- and post-conditions necessamgutorrené
plans (Liu et al, 1998).
Belief conflicts are “inconsistent descriptions about facts or incompatidluation

statements...different structures to represent their beliefs, or iftbkafs are at

different abstraction levels” (Barber, Liu, Ramaswamy 1998, 8). Belrdficts are of

1% The terminology actually used by the Austin teaefires goal conflict within a “multi-agent system.”
However, this discrepancy is just an artifact ofr@ology and is to be understood as an indeperataht
empowered actor in the process of solving an opttian problem. Particularly given the employmeint o
agency theory in this paper, for the purpose aftglaall references to multi-agent systems hawenbe
“translated” into the frameworks operant in thipgg wherein they are best understood as actoirgybe
either principals or agents).

Y The Austin team refers to priority conflicts a®é& conflicts,” but for the purpose of clarity, shi
terminology has been altered for the purposesisfadper. Belief, priority and plan conflicts are
considered subsets of the larger goal conflict éaork derived from agency theory.
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secondary concern and only cause conflict inasmuch as they affect plansdtigoet
al, 1998, 4). In the federal-state context, belief conflict neatly deschbgthtnomenon
of conflict at the level of preference aggregation, where citizens anti@muwakxpress
their beliefs through direct and indirect mechanisms of influence on the paidal
governmental institutions in place. These expressions may conflict at therasssbgts
level, but this conflict is manifest primarily through its impact on the expdegsals and
plans of the government structures erected to represent them. The beliet obnfl
particular interest in state-administered federal policy is the corébalting explicitly
from levels of aggregation—where state-level preference conflitisnational-level
preference. This belief conflict is likely to cause goal conflict and pladicowhen the
legislative expressions of these beliefs interact. Nicholson-Crd&934) conception of
goal conflict, which he operationalizes in terms of a citizen ideology beakd on
measures of liberalism/conservativism, may be classified as a dxatitt.

Priority conflict is described as conflict “involved with a goal’s propestyich may
or may not be represented as ordering constraints or conditions.” (Barber, Liu,
Ramaswamy 1998, 8). Conflicts occur when the two goals cannot be simultaneously
achieved (Liu et al, 1998, 4). Priority conflict is highly compatible with the ebiens
of Pressman and Wildavsky (1984) regarding potential conflict in joint impletrenta
They identify incompatibility with other programs, preference for othegnams,
simultaneous commitments to other projects, and lack of urgency among the feasons
lack of goal alignment in joint implementation arrangements.

Ekenberg (2000) contributes a slightly modified conception of the use of the term

“goal” in a multi-actor context by providing the term “ultimate goalg fitan that would
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be executed by an actor in the absence of any interference from conflictisgppgoals
from other actors. Understanding a goal simply as the course of action that would be
taken in the absence of interference is compatible with application to latiegisystem
generally, and is particularly compatible with classical interpogts of the problems
associated with fiscal federalism.

Plan conflict is conflict “in which certain preconditions of an [actor’s] intended
actions...become invalid due to the post-conditions of other [actors’] actions” (Barber
Liu, Ramaswamy 1998, 8). In this case, priorities may be compatible but the means of
achieving them may not be (Liu et al, 1998, 4). The sentiment described by Ekenberg
(2000) in another systems analysis framework is echoed in literature on the “new
federalism.” Ekenberg writes: “[actors] are forced to abandon possible pathisd to
goals because the utility is too low in a particular environment or when the probability
achieve them along a specific path is too long according to certain risk aus5{(@00).
This sentiment links the plan conflict described by the Austin team with thebEige
concept of an “ultimate goal,” This concept of an “ultimate” goal that éseadtby inter-
actor interactions is useful for describing the effects of goal confliatdividual
actors—in this case, on legislative bodies. It can be argued that it is plantcantl not
priority conflict, that should directly affect the use of resources in acigevcertain set
of goals. Belief and priorities, in turn, impact the development and coordination of plans.

Conflict between state-aggregated and nationally-aggregated opinion may caus
belief conflicts among citizens and coalitions. This conflict leads to a paltpnbrity
ambiguity (which set of preferences should take precedence?) that isitieohsonthe

respective legislative bodies and may be expressed in legislative prmmitict.
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McCubbins (1985) suggests that high levels of political conflict motivate Congress to
limit agent discretion. Bawn (1997) relates this political conflict diyectlthe public,
suggesting that as importance of an issue to the public increases, so dass/kegisl
control. In the case of joint implementation, the nesting of the state constitugiicyav
national constituency may pit two legislative bodies against one anotherrimicétg
the balance of discretion between them. Thus, the citizen/coalition belief aagrizerm
conflict based on levels of aggregation and as such, may affect the goalddieotis
state and federal legislative bodies. This conflict would then potentialbrialate as
plan conflict, as each legislative body devises implementation mechanisths fmiicy.

During the federal-state negotiation phase (Ingram 1977), the ultimateaj@alch
legislature may conflict if the plan of the federal legislature is incatbpatith the plan
of the state governmeftAt this point, the state government must also reconcile the
interests of its constituencies with the interests of its principal. Tteegagernment is
not without recourse: it can choose not to accept the federal inducement, or can negotiate
through explicit means such as waivers (Volden 2007).

Once a quasi-contract has been negotiated, the state becomes directlybiesfuonsi
implementation of the plan. Implementation may be delegated to sub-statergents,
to state agencies, or to private contractors, but it is the state that is helisielgpby the
federal principal. The state’s implementation procedures yield outputs and/or esfcom
which are then evaluated by the state and national populations, providing a feedpack |

and affecting the citizen/coalition beliefs (Goggin et al. 1990).

'8 The term “government,” rather than “legislaturis,used because the negotiation process may involve
not only legislative action but also rule negotiatbetween the state implementing body and thadéde
government through waivers and other administradt@®ns. The entire process of negotiating
permissions in order to access federal funds va@kégning a state-level program is considered
development of the “quasi-contract.”
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Even if these three subtypes of goal conflict are not distinguishable through use of the
proxy measures identified in this analysis, the multi-actor goal conflictdwork is
nonetheless useful for helping to identify variables of goal conflict/congeughat may
otherwise have been overlooked. Use of the conflict measures proposed is welleslippor
by their presence in previous studies and the repeated call for considerataiscirgd
priorities in the intergovernmental policy process. This said, it is ackdgedethat
beliefs, priorities and plans are not necessarily exogenous and should not be considered
fixed. However, if policymaking is considered an iterative process in which gohce
made to respond to beliefs, priorities and plans as they exist at one point in time, they
may be treated as exogenous for analytic purposes even if, strictly speaking, they

continue to shift based on a rapidly changing environtent

Figure 1.1 demonstrates the policy mechanisms involved in SCHIP policy. The
numbered relationships indicate actions taken—in rough chronological order—to make
SCHIP available within a state. The lettered relationships are for cemeenin further
discussion of the principal-agent relationships evident in this complex politarabexy.

The first relevant policy action is the expression of citizen preferebegsf(level
action) through election of representatives to, and subsequent relationship of enfluenc
with, Congress (1,2) and the state legislature (3). Note that state pmmikate nested
within the national population and as such provide not only aggregate preferences to
Congress (1) but also state-specific preferences to state Congresdeyatiaies (2). In
response to the preferences of the citizens (and the lobbies organized in their behalf),

Congress enacts legislation (e.g. the Balanced Budget Act of 1997 auth&@HIP)

¥ This environment may include the policies thathléefs, priorities and plans in question helped t
influence and bring to pass.
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and seeks Presidenfidbpprovat® (4). Once this approval is received, Congress may
make federal funds available to the states through an appropriations proaess logfi
Congress (5). The President provides the appropriate agency (in this caspatieBmat
of Health and Human Services) with rulemaking authority, subject to the cotstai
forth by Congress (6,7). State legislatures passing bills authorizingPsi@taked
expenditures authorize state agencies to implement the necessarpisrastiar
administering the program (8). This includes the necessity to submit SCHIP plan
proposals to the responsible federal agency and to negotiate an approved state plan (9).
This plan is then implemented through the state administrative body, yielowigipn
of services and assistance to the state public (10).

This federal-state framework (see figure 1.1) identifies four distinchpakéoci for
goal conflict. The first is a belief-level conflict between the will of ¢iizens’
preferences as aggregated in (1) and those aggregated at the state level (3s ge |
While these expressions are detfactoin conflict, they may nonetheless be in conflict.
The conflict here is not so much between a principal and agent, but rather between two
sets of principals. This conflict is fundamentally a belief conflict ortgnageout of the
aggregation problem, but in a Tiebout model of independent jurisdictions, such difference
of belief would pose no conflict. The conflict arises out of the competitive nature of the
primary agency problem in a multi-principal situation. Therefore, this safimenflict
is distinct from the primary agency problem in that the conflict existsdagtwwvo levels

of citizen aggregation, but is expressed at the Congressional level. This ungdledlyef

% The President also being elected and thus behtddeitizen preferences. The difference in the
presidential case is that citizen preferences algexpressed in aggregate form—as in (1)—rathan th
state-specific units.

2L Approval may also be withheld in the form of veas,evidenced in the 2007 SCHIP reauthorization
attempts.
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conflict feeds into the goal conflict in Congress but not to the goal conflict & stat
legislatures.

A second locus for goal conflict derives from the citizen/legislatuagioglship in
which citizens and/or coalitions serve as principals and legislaturesras é8, B,).

This phenomenon has long been an interest of political scientists and is the focus for a
strong and thriving field of research (e.g. Page and Shapiro, 1983).

If we assume that the preferences of the national population are effectivel
represented by the federal legislature(s) and that the preferencest#tthpopulations
are effectively represented by the state legislatures (an assumygported by the work
of Page and Shapiro, 1983, and others), then the stewardship model is more appropriate
than the principal-agent paradigm for describing each of these relapisrasd the only
remaining conflict is a matter of balancing between the competing dematiessvétes
on the federal legislature in a zero-sum environment. This is priority dosdliclassified
by the Austin team. One problem with this approach is that it assumes away the
possibility of legislative goals and priorities distinct from those of trestituencies it
represents. One such legislative goal is the idea of budgetary slack (@surg@l;

Cyert and March, 1963), which would allow legislatures greater freedonertiagl
among budgetary priorities.

The agency problem also exists in the relationship between legislatives lzodl the
executive agencies responsible (either directly or through the medr#tirgnce of the
executive) for carrying out their will (Huber and Shipan 2007; Balla and Wright 2001;
Furlong 1998). The will of Congress may conflict with the actions of the federalyagenc

with which states apply for or negotiate access to federal funlsTi@ plans developed
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and implemented by state agencies also have the potential to conflidiewthiltof their
legislative principal (¢). This type of conflict would be classified as plan conflict.

The point of negotiation between states and the federal government occurs at (D
during the plan approval phase. Approved state plans receive access to federaldunds a
denied plans do not; the plan negotiation process that takes place between the state
agency and the federal agency is essentially the ground zero for expressiah of go
conflict. One major question that extends beyond the scope of the research endeavor
described here is what roles each agency plays in the plan approval procesgie-does
federal agency seek to please the President, Congress, or the states?slibrs epters
the following analysis in terms of the outputs of that black-box negotiation prabes
approval of state plans and waivers that appear—at least—to conflict with thegsurpos

of SCHIP outlined by Congress.

Supplemental Literature Review
Related Frameworks: Stewardship Theory, Goal Ambiguity, and Organizational Goals

Davis, Schoorman and Donaldson (1997) describe a situation in which a principal-
steward (as opposed to principal-agent) relationship may exist. The fundamental
difference between agency and stewardship theory is the absencéadrdhbet (also
termed the “agency problem”). The distinction between the two theories igibrima
descriptive, but the assumptions underlying the difference between the trieshe
yields an operationalization of the concept of goal conflict that has been useat.in err
According to agency theory, the presence of goal conflict necessitateweoe
mechanisms for minimizing the incentive for an agent to pursue its own goalstinatter

the goals of the principal. In stewardship theory, the alignment of goalsdretinee
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principal and the steward render such mechanisms unnecessary. Thus, it mght see
logical that the presence and/or activation of coercive mechanismsintdgiate goal
conflict whereas the absence of these mechanisms might indicate goedtalignment.
There is a fallacy (affirming the consequent) in this operationalization ,eowsecause
it is possible that goal conflict does exist, but that the principal has takdforide
minimize it. In such cases, agency theory suggests that the outcomes witlosekt
match the interests of the agent.

In a qualitative inquiry into the nature of government-nonprofit contracting
relationships, Van Slyke (2006) contrasts agency theory and stewardship thaary (dr
from Davis, Schoorman and Donaldson 1997) in describing the nature of government-
nonprofit partnerships. In his description of the differences between the theeries
posits several differences in the behavior of the various actors, including teetype
coercion that might be used to enhance contract performance. The comparison of agency
and stewardship theory in government-nonprofits is salient to this discussionebecaus
Van Slyke’s theory suggests that conflict and transaction costs are muhimizentracts
with nonprofit agents because, as quasigovernmental entities, nonprofits share goal
congruence with government. This is the same fundamental argument for state
implementation of federal programs. While Van Slyke’s comparison of agedcy a
stewardship theories is complete and the application in an interorganizational
environment appropriate and qualitative depth useful, his analysis nonetheless falls
somewhat prey to the logical trap described above.

The concept of goal conflict cannot be divorced from the underlying understanding of

organizational goals nor from Chun and Rainey’s research agenda involving goal
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ambiguity in the public sector. Conflict in goalmaking in the intergovernmentadgset
subject to the general weaknesses of organizational goals and to the ambiguities
explicated by Chun and Rainey (2005). Indeed, ambiguity of goals at any locus of
potential conflict in a multi-agency model may affect the level of cordbserved?

Scott (2003) provides a useful discussion of organizational goals and the management
literature associated with organizational goal setting. In his introductitthre tconcept of
organizational goals, he writes, “The concept of organizational goals is dheongpst
slippery and treacherous of all those employed by organizational analysisrigithe
problems associated with the concept of the organizational goal is the difGtult
interpretation and the multifaceted nature of goal interpretation. Thidaweted nature
of goals is particularly evident in the public sector, where goals dilifferient intentions
and interpretations to different stakeholders (Rainey 2003).

Chun and Rainey (2005a) describe four distinct types of goal ambiguity in the context
of federal agencies. These are comprehension, priority, directive, and exat)ceti
ambiguity, the increase of ambiguity in each case increasing the amont&rpfetive
leeway allowed by the organizational goal or mission. The real distinctiore®ethe
types of ambiguity, then, is the role of the goal or mission itself. Comprehension
ambiguity relates to the role of an organizational goal in terms of “understanding,
explaining, and communicating the mission.” Priority ambiguity focuses orbility af
a goal to indicate “priorities among multiple goals or goal-equivalentsetiive

ambiguity relates to the role of “guiding specific actions to be taken to atisbrthe

22 Goal conflict may be described in terms of thegawcratic politics model originally described by
Allison (1971) and Halperin (1974). This model segig that the hallmarks of policy conflict include
bargaining or coercion.
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mission.” Evaluative ambiguity focuses on the role of “evaluating the progneasd the
achievement of the mission” (5).

Scott describes five uses for organizational goals: cognitive, cath®atbolic,
justificatory, and evaluativ€. The cognitive use of a goal describes the intent to provide
criteria for selecting among alternative courses of action (Simon 19g6jpase
particularly applicable to the interpretation of goal conflict as a avfialternative
plans. The purpose of the cathectic (motivational) role of organizational goals i
ostensibly to bolster the intrinsic motivation of organizational employeesnirast, the
symbolic function of goals is to signal intent to external stakeholders, in the public
context including citizens and coalitions, representing to them some understanding or
acknowledgement of the preferences expressed through the political procdssatihrst
and evaluation are two final purposes of goals, both of which are realized after the
associated action has already occurred. Justification is the post-actelateasf the
cathectic role of goals, providing post hoc motivations and reasoning in support of a
course of action taken. Evaluation is the post-action correlate of the cognitivegafpos
goals, providing “criteria for identifying and appraising selected aspéorganizational
functioning” (Scott 2003).

Chun and Rainey’s discussion of four aspects of goal ambiguity derives in part from
the multifaceted nature of organizational goals. Evaluative goal ambitprigxample,
relates to Scott’s (2003) discussion of the evaluative role of goals, and digedive
ambiguity derives from Simon’s description of the cognitive role of goals (1964}it{ri

goal ambiguity, too, derives from a cognitive approach to goalmaking. Mission

2 At least three of these are borrowed from theucaltsymbol systems elucidated by Parsons and Shils
(2001) originally described in 1951.
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comprehension ambiguity best correlates with the vaguery of symbolic aatiertic

goalmaking?*

Synthesis of goal conflict and goal ambiguity: An update of Matland’s typology

Matland (1995) relates the theories of goal conflict and goal ambiguity poboty
ostensibly describing a combination of top-down and bottom-up implementation
approaches but—as is relevant here—provides a set of contextual clues that nilbg descr
variation across states in terms of mandate implementation. It alsodayotindwork
for relating later work in goal ambiguity, such as Chun and Rainey’s (2005aly®isana
to organizational performance in US federal agencies, to the popular literature
principal-agent model applications to government.

As described by Matland (1995), despite a prevalent view that goal ambiguity has
been made culpable for implementation failure, ambiguity provides useful @olitic
advantages in reducing policy conflict among stakeholders and allowing sherw
conflict-charged policies to garner sufficient support for passage. Amisdagislation
may therefore be the result of political compromise and defers specifictsoand may
invite this conflict to arise in later stages of the implementation proceskard’s

typology places policy ambiguity and policy conflict on orthogonal axes.

2 Gormley (1986) describes a typology in which thkesice and complexity of a policy area may
determine the type of environment in which it igaged. While we are primarily concerned with pekci
that enter the federal-state plan arena regardfdssw they arrived in this particular settingisituseful to
note that the technical complexity described byr@ey could contribute to the comprehension ambyguit
described by Chun and Rainey (2005a) and likelygptarole in the selection of policies into thistjzalar
arena. Authors building on the work of Gormley héasted his typology in terms of legislative action
control of the bureaucracy (Ringquist, Worsham, Bisther, 2003). This approach to description and
prediction of coercive mechanisms imposed on agsrtas not yet been extended to the federal-state
correlate.
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In the typology, Matland describes the low ambiguity/low conflict arena
(administrative implementation) as an arena in which outcomes are dependent on
resources. Matland predicts normative coercion (Etzioni 1961) to be sufficient, and for
major implementation problems to arise from technical difficulty, including ficsericy
of resources, time, monitoring or sanction. The low ambiguity/high conflict arena
(political implementation) is characterized by dissention due to goal inc¢itipaand
fights over means. Power is the key independent variable predicting outcomes in this
arena. Compliance relies on coercive and remunerative mechanisms (Etzionlr1961).
the high ambiguity/low conflict arena (experimental implementation), gbatéects
outcomes. Ambiguity leads to strong differences in policy implementation, aratthe |
of conflict keeps barriers to policy entrepreneurship low (presumably throughededuc
coercive measures).The final arena, high ambiguity/high conflict (symboli
implementation) in Matland’s typology depends on “coalitional strength” at the
state/local level. This arena is typified by the salience of the symbols invokieth, nvay
affirm commitment to new goals, old goals, or focus on values and principles. Like the
experimental implementation arena, symbolic implementation evokes wide etddigor
of the statute, but the conflictual element invites coercion or bargaining.

Interpretation of the Matland framework in the context of Chun and Rainey’s
explication of goal ambiguity, the Austin team’s description of goal cornfipes, and
the flurry of activity in drawing theoretical distinctions between stdstap theory and
agency theory invite a synthesis and update of Matland’s original typologyefilcar
reading of Matland’s piece reveals that the ambiguity discussed in hisifoaknie

actually ambiguity of a specific kind—ambiguity that yields an incr@askscretion. In
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terms of the Chun and Rainey framework, this type of ambiguity is best described as
mission comprehension ambiguity. The goal conflict described by Matlanais als
conflict of a specific kind, with an increase of conflict leading specifidalincreased

use of coercive and remunerative mechanisms to impose goal alignmenhdmoteéhe
Austin framework, this conflict is best described as plan conflict. Matland’ss$igm of
the use of coercive mechanisms in circumstances of high or low conflictatnegm
coercion for low conflict, punitive or remunerative coercion for high confliaasibns)
describes the fundamental distinction between stewardship and agency thefries
synthesis of these more recent analyses of goal conflict, goal amglaigditelated
theories is proposed in an update of Matland’s (1995) framework shown in figure 2. This
adaptation describes Matland’s typology and conclusions as well suited fobuhgstite
phenomena in the federal-state plan arena within the larger federal-$i@te po

framework.

Fiscal Federalism: Potential outcomes of state-administered federalgyoli

Based on the concept of an ultimate actor goal in a multi-actor systembgtge
2000), state and federal legislatures could be described as having a set of individual
budget priorities that would be realized if there were no inter-agent inberadetween

the two bodies. The very design of a polycentric, nested system negates thiitpadsi

% Lowi's (1972) typology of policies also focusesthe interplay between coercive mechanisms and
resulting goal conflict, though it is more focusmuthe distribution and balance of costs and benefi
among groups in society. His typology describesilagry policy (costs narrowly distributed but béise
widely distributed; high coercion yielding high dbet;), distributive policy (costs widely but ligly
distributed, benefits narrowly distributed but thbuto be widely beneficial; lower conflict yieldjran
agent-client type relationship), and redistribuipgdicy (reallocation of wealth among broad groops
classes; high conflict due to perceived zero-sutaraaf interaction, variable coercion). This typgy
relates best to the type of goal conflict that @sdn the citizen/coalition arena, affecting thelerlying
beliefs and assumptions upon which all other instibal goals and plans are predicated. An undedsig
of the types and structures of regulatory, distiifuand redistributive policies is necessary faptaring
the interplay between belief conflicts and goal plah conflicts.
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such isolation, but certainly the magnitude of impact of one legislative systemhapon t
other exists on some scale ranging from very small interferencetitapeery large
impact. In the case of state-implemented federal policy, this level of ingp@esumed to
be larger rather than smaller, because in this cooperative (coercive®)theeultimate
success of each agent’s goal relies at least in part on the behavior of thegetiter

There are multiple hypothesized reasons for engagement in the fedtzaledicy
arena for both the federal and state governments. Oates (1999) describésskeigera
essay on fiscal federalism, including improved responsiveness to the need=n by
moving discretion to a lower level of government, redistributive benefits baséé on t
ability to tax all jurisdictions and use funding formulas to benefit statesthatgreatest
fiscal need and least fiscal capacity, internalization of spillovectsffer benefits that
exceed the jurisdictional boundaries of the implementing jurisdiction, equity and
efficiency of taxation, and improved incentive for policy experimentatiomsaanultiple
jurisdictions. Oates proposes that the magnitude of gains in a decentralieea syst
depends on the heterogeneity in demands across jurisdictions and interjanadicti
differences in costs.

Hines and Thaler (1995) suggest that spending patterns differ based on whether
money is derived from external sources (e.g. intergovernmental grantgroaliliy (e.g.
from taxation). This “flypaper effect” suggests that states spend mdreinbtvn funds
in areas supported by federal grants. Mixed research shows the effeetsvahtrawal
of federal funds: some researchers find that governments do not replace lost funds and
may even reduce levels of their own contribution (Stine, 1994), while others find that

governments increase their own spending in these areas to maintain berlsfit leve

33



(Gramlich 1987) and still others find no asymmetry in response to the granting or
removal of intergovernmental monies (Gamkhar and Oates 1996). Each of these studies
was performed in a different policy context; one potential reason for the disciepa
this area of research is the absence of goal conflict/alignment eatidtbivould make
sense to expect replacement of or increases in funds in areas for which stremsgis
alignment between the goal of the grant and the goal of the state legistatieOn the
other hand, goal conflict might help to explain the failure to maintain programs onc
federal funds are withdrawn.

The widespread interest in principal-agent theory and political economy models have
induced what Oates (2005) calls a “second-generation theory of fiscal fadéthbs
includes “modeling of political institutions with explicit attention to the ine@stthey
embody” (364). This synthesis of approaches provides the potential for strongtexplici
linkages between public management and public finance in ways that enhance the
research endeavors in both fields. Public finance, in particular, may bemefitife
implementation and institutional paradigms embraced by public management, and public
management has the opportunity to expand its pantheon of dependent variables from
heavy focus on efficiency, accountability and effectiveness to a host of potential
outcomes related to the behavior of government—observable through fiscal and
budgetary variables. Despite this potential, Oates acknowledges that the joithag of
two approaches has not achieved completion—fundamental questions remain, including
the basic “in such a public-sector context, who exactly is the ‘principal’ &iodave the

‘agents?’’(357). Oates provides a review of various approaches to principal-agent
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applications, none of which adequately maps to the actual flow of fiscal and politica
input.

Oates’ second generation fiscal federalism shares a great deahwion character
with the intergovernmental relations framework described by Wright (1975, 1990).
Wright describes a framework involving multiple entities (including fedetate slocal
and sub-local governments), interactions of officials (including beliefpeeidrences,
among others), continuous and cumulative patterns, contacts and relationships, officials
(elected, appointed and peripheral), and a policy emphasis focused on fiscal issues,
anchored in politics and suffused with policy. Indeed, the intergovernmental framework
also resembles the governance framework. It may be possible that tha¢heoradels
within the administrative and policy sciences are coming to some form of convergenc
In any case, the intergovernmental and second-generation fiscal fe@deaatieworks
have historically been associated with tensions between levels of governmérg and t
institutions that underlie them, making them indispensable in the current endeavor.
Nonetheless, based on Wright's (1990) comparison of federalist, intergovernmental
relations and intergovernmental management perspectives, the structurthebtlyeand
methods in this analysis take a decidedly federalist approach.

Volden (2007) might be described as a second-generation fiscal federalish, igoug
is a political scientist and employs a decidedly economic approach. Voldesrel
national and subnational governments in terms of demand for spending, cost of provision,
efficiency of taxation, policy constraints, grant size. Volden’s game theonetel
considers four implementation decisions: whether the national governmentaoffienst,

determination of the grant conditions, subnational government acceptance of the grant
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and the subnational government determining policy (including spending levels) upon
receipt. Volden’s four propositions (predicting effects on restrictions placechoh g
recipients, grant size, quantity of goods provided and grant acceptanced)alaseful
variables for consideration in empirical analysis of specific intergowental policies.

In an early treatise on intergovernmental fiscal relations (partigigeasthts) and its
impact on the states, Wright (1975) posed several questions of continued relevance based
on his in-depth qualitative analysis of the subject: “how rapidly and in what manner do
legislatures authorize localities to participate in federal grantamegf? Is the state itself
authorized to participate fully in joint programs? Does the legislaturede agelf
...with adequate financial management controls over intergovernmental progkéens?
also suggested using borrowing costs, legislative apportionment, revenue sharing
mechanisms and state-local relationships as potential outcomes of {gdatalto the
states.

This said, a variety of more traditional performance outcomes have also ledrnrtes
goal conflict-inclusive models. Ingram and Schneider (1990) identify, amomdisheif
potential indicators for successful implementation, the potentially condlict
achievement of statute goals and local goals (others listed include compliince w
directives and accountability). Slocum, Cron and Brown (2002) found that goal conflict
(intra-goal conflict) affected performance through the intermediatabla of goal
commitment, which they conceptualized after the manner of Hollenbeck, et al,(1989)
and goal-directed behavior. Though this study was focused on perceptual conflicts
measured with survey instruments, it nonetheless established the logicaluwektet

goal conflict and performance, and finally, Chun and Rainey (2005b) link their
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measurements of goal ambiguity (Chun and Rainey 2005a) to agency performance. The
variables (particularly outcome variables) of fiscal federalism pravseéul additions to

these more traditionally management-oriented outcome variables.

Application of goal conflict theory

The discussion and frameworks presented above support the idea that there is value in
guantifying and observing state goal conflict as it relates to resmutmme, and policy
variables in administration of the SCHIP program. This observation was madbaptly
Shi, et al. (2000) in their expansion of the evaluative framework for SCHIP presented by
Halfon et al. (1999). While Shi and colleagues introduce the idea of state-lexgl| goal
they fail to recognize two key points that will distinguish this analysis framse
suggested by other authors. First, though the authors suggest structure and process
measures as important evaluative tools, they fail to identify state behavithe macro
level that may have broader implications for the framework within which manm@mi
level policy decisions are made. Goggin et al. (1990) suggest avoiding subjective
evaluations of implementation success or failure and suggest instead useng thr
evaluative criteria: First, if the state has carried out the intent of theypséicond, at
what point in time the policy was put into effect at the state level; and third, hstsiihe
modified the policy and, if so, “have the modifications helped or hurt the state’s shance
of achieving programmatic goals...?” (46). Rather than focusing on state spending
practices, implementation delays and major departures from stated pgetives,

Shi and colleagues focus on delivery systems, primary care quality andiatiliak
various categories of medical care. Though these are valid structure aeskpracdables

that may contribute to individual-level outcomes and may be beneficial te state
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designing the details of their program, these have limited application todebpadicy

context. The analysis proposed here, while similarly focused on a single, pohagre

devoted to policy implementation characteristics that may more readily twsviedras

tools for understanding other programs administered in an intergovernmentat.conte
The second major departure from Shi and colleagues is the shift of focus from state-

level goals to state-level goal conflict with stated federal gbalsther words, the focus

is on goal conflict rather than simply on desired outcomes. The outcome measures

explored by Shi and colleagues are essentially downstream effectstiatroen the

stated federal goal of increasing health insurance enroliment. Such damgtrals

include decreased morbidity rates, increased quality of life, reduction ohpables

hospitalizations, and improvement in various other specific health statidiese T

outcomes follow from increased health insurance enrollment, as documentedhyg vari

studies (e.g. Skarr et al. 2002; Szilagyi et al. 2000). These outcomes do not, however,

identify any departure from the federal goal for the program, and operatertadty

within the micro-level structure and process framework identified by teandsers. The

research outlined in this dissertation identifies circumstances in whielgsi@s depart

from, rather than augment, the stated federal goal.

Nominal, resource, and outcome conflict

There are three major ways in which states may exhibit goal confiit, & d most
simply, it could provide coverage for individuals outside the federal target fante
program (i.e. children in families with higher incomes than targeted alietsl adults).
This represents a form of plan conflict, and expected contributing factors woluldenc

belief conflict and priority conflict in addition to other exogenous and endogenous
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factors. In the absence of any other information about the impacts of thisude firann
federal goals, it can merely be observed that goal conflict existseatdae, based on
the stated goals of the federal program and the actions of the state that opeside of
these goals (Etzioni 1961). We will refer to this kind of goal conflict—conftitae-
value—nominal conflict The presence of nominal goal conflict can be observed
qualitatively; appropriate methods for uncovering nominal conflict might include
statements made to or by the press, statements made by political actorgent
analysis comparing the stated goals of one actor with those of another. Ngoaihal
conflict is therefore subjectively identifiable but perhaps not objectively djiadhe
except through the kinds of open coding, content analysis, and meta analysis common in
gualitative research.

Presence of nominal goal conflict within SCHIP can potentially be obdehvough
the seeking of federal waivers or program amendments, identifiable program
characteristics (such as enrollment eligibility requirements) aradleent patterns (such
as enrollment counts of childless adults or children of higher income familiés) tha
exhibit state operation of the federal program in a manner that is incongritiotilsen
standard operation or intent of the program. This form of goal conflict may hiteve li
effect, however, on achievement of federal aims and may be of little consedqo¢he
federal governing bodies. It is therefore useful to observe additional poteetal of
substantive conflict beyond mere plan specification.

Based on the discussion of waivers presented here and in chapter 2, nominal conflict

is assumed in the context of SCHIP enrollment of non-targeted populations. Nominal
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conflict has also been identified by other analysis, including analysis deihjpie the
Government Accountability Office (GAO 2002; GAO 2004).

Given the working definition of goal conflict for this analysis, a diversion of
resources from pursuit of the interest of the principal to pursuit of the interést of t
agent, plan specification that exhibits nominal goal conflict may thus also ireeshat
will here be termedesource confligtor significant expenditure of federal funds on
objectives that lie outside the federal intent. States may seek to reckva fends in
order to divert them to other policy areas either directly (as in the Med&séd GAO
2007, Nicholson-Crotty 2004; Chubb 1985) or through use of federal funds to replace
expenditures that would otherwise be made by the state, allowing the statdankifer
use in spending on other state priorities (as opposed to leveraging federal funds in orde
to increase state spending on child health insurance). This represents gotypetyf
conflict that may or may not be accompanied by observable plan conflict. yPriorit
conflict is less directly observable due to issues identified by Chun and Raifeyns
of goal ambiguity (2005) and observation in empirical analysis relies hesvdpalysis
of the elasticity of federal funding (Oates 1999; Nicholson-Crotty et al. 2006oNan-
Crotty 2004). States that are acting merely due to the federal inducement would be
expected to freeze state spending levels at the amount required to acdedsffaill
funds (Volden 2007). States that have significant levels of priority conflict would be
expected either to spend less than required for access to the full fedemadat)ao
spend at the level required for full (capped) funding and alter program chastacten

order to meet other state priorities (such as insuring adults or childreifyber
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income families) or to spend at the level required for full (capped) funding antl dive
funds to other programs.

In this second type of federal-state goal conflict, as with the firsgflwalnflict and
priority conflict are expected contributors to the dependent plan conflict ouscome
Resource conflict has implications for the federal funding structure otF3Gid
significant expenditures resulting from state aims that conflict widleral objectives
may represent a form of fund diversion and make sources of resource confhjett dda
reform (Kronebusch and Elbel 2004). Unlike nominal goal conflict, increased use of
federal funds can be quantitatively measured and is not necessarily as suinjective
measurement as nominal goal conflict. However, the value of resource tdonflic
measuring real goal conflict and predicting program outcomes may bBv&ettsthe
way in which it is measured. Efficiency measures, resource input measwutesther
absolute and relative approaches may be employed to capture resource conflayand m
be expected to yield different conclusions.

Resource conflict may be identified if plan-level specification at the Eeael
(nominal conflict) results in significant increases in federal spendifgnithose states.
However, resource conflict may be forgivable if the end result of the additiona
expenditure is an improvement in the achievement of overall program objectives,
Matland’s assertion that outcomes are determined by resources notvadihgtel 995).

In other words, if nominal and resource conflict result in improved outcomes, the ends
may justify the means. If, however, nominal conflict also results in desrease
achievement of program objectives, this results in what will here be tenmeaine

conflict
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Outcome conflict can be measured by observing the outputs and outcomes of a policy
relative to the original intent of the policy. In the case of SCHIP, outcome ¢ad#tide
observed if a state enrolls fewer low income children than expected givendueess
allocated and other inputs. Outcome conflict, therefore, observes not just the means of a
policy (as in nominal and resource conflict) but also the ends. If an agent appeare
goals that conflict with a policy or utilizes more resources in the procesgaging in
the policy, the agent might be said to be diverting resources from the intetesst of t
principal to its own ends. However, if the ends prove achievement of the desired goal of
the principal, particularly relative to agents that may not have exhibited putrporte
nominal or resource conflict, then the ends may justify the means. While efficiency
(resource conflict) and compliance (nominal conflict) may still be impqriramany
ways the presence or absence of outcome conflict is the lynchpin of goal conflict

analysis.

Dissertation outline

The choice of some states to enroll non-targeted populations, including adults and
higher-income children, in SCHIP represents nominal conflict with fedeed$ gThis
assessment is supported on face-value and by the conflict evident during the 20B7 SCH
reauthorization attempts. This dissertation will focus on expanding our undergtahdin
goal conflict by exploring resource conflict and outcome conflict in the cbafex
SCHIP, determining whether such types of conflict can be observed in relation to the
nominal conflict evident through enrollment of each of these non-targeted populations.
Inasmuch as the nominal conflict resulting from enroliment of non-targejgaations

is an important factor in concerns related to federal fiduciary respotyséuilil the

42



achievement of the primary objective of SCHIP—to enroll low-income children in
federal health insurance programs—this dissertation will also focus on findiogsfa
that may predict whether or not states engage in these nominallyctogfpolicies.

Chapter 3 of the dissertation focuses on resource conflict, examining whatber st
enrollment of non-targeted populations has a significant impact on federal spending
within a state. Chapter 4 of the dissertation focuses on factors affectorg@istiment
of the federal SCHIP goal, enroliment of targeted children, evaluated sththdevel.
Outcomes are measured both in absolute terms (number of enrolled children) and in
terms of the proportion of targeted children who are enrolled and/or who are uninsured.
Chapter 5 demonstrates an attempt to use goal conflict theory to explofatesroéthe
policy choice to enroll non-targeted populations. The purpose of analysis is to forg fact
contributing to these implementation decisions that might indicate precuwsossdte’s
decision to implement policy in a way that departs from federal objeéfivenong the
predictive factors for these models will be measures of goal conflittding belief
conflict, priority conflict and, where necessary, plan conflict) as weth@a® traditional
measures suggested by SCHIP evaluation frameworks (Halfon et al. 1990alShi e
2000). Chapter 2 is devoted to a discussion of the data employed for this analysis, and
chapter 6 provides some overall conclusions and directions for future empirigaisana

and development of theory.

% The third dependent variable, delay in impleméntaidoes not directly indicate departure from fedle
goals, but prior work by other scholars, particyl&oggin (1999), suggests that this is an impdrtan
implementation decision that forms an important pathe goal conflict puzzle. Further, Goggin site
memorandum sent by the Center for Medicaid ande ®akerations to states suggesting that one gahkof
federal government implied by the timing of thei$tafion was a preference for rapid implementatbn
the SCHIP program: “the short time frame betweenethactment of the bill and the effective datehef t
legislation requires that the States and the Deyart work together expeditiously so that Statesheagin
implementing new programs as soon as possible...” (42)
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Chapter 2: Data
Introduction

Data for this analysis consists of state-level data for the years2ZD@@)including
general state characteristics, SCHIP policy characteristio®ljraent patterns, and
financial data. All states, with the exception of Tennessee, are included inalyisis,
resulting in a total of 392 observations for a strongly balanced panel of 49 stat8s over
years. Because federal policy prohibited enrollment of adults in SCHIP @&001.,
some analysis is performed on a subset of the data consisting of 49 states oveatke 6 y
from 2001-2006. This chapter provides a discussion of the selection of states as the level
of analysis, an overview of the state circumstances that are relevant tectiiesiin of
SCHIP policy, detail the SCHIP funding and waiver processes, and provide summary

statistics and source information for the variables used in the subsequent chapters

Level of analysis

The selection of state-level, rather than individual level, dependent variadigs m
some discussion. As an entitlement to the states, SCHIP is a federal progigmedi&o
directly alter the behavior of the states in order to indirectly behefiation’s citizens
through a causal chain linking higher insurance rates to better health outcomes. The
purpose of SCHIP as both stated in its mandate and implied by its design is thgeincre
of state capacity to enroll near-poverty children in public health insurance pogra
Though by implication the desired end-result is a healthier U.S. child population and all
its attendant benefits, the first evaluation that should take place is not at tleelrof

individual outcomes but rather at the state level (Ingram 1977).
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Because of the important role states and state actors have on the fedgyal poli
process, particularly in intergovernmental relations (Krane 1993), réseaiadividual
outcomes to the exclusion of state-level outcomes ignores the significaahdoil@pact
of state-level information. Focus on the outcomes at the end of the causal cha linki
availability of public insurance to public health outcomes are valuable, but #hey ar
limited by shifts in political tides, changes in goal priority, and incompayilaif actor
goals (Moynihan, 1969). Therefore, the more direct and appropriate program ewaluati
should take place by analyzing the behavior of the level of analysis at whichitye pol
was targeted: states. By so doing, it may be possible to observe the effeftingf goals
on the proximal outputs that affect outcomes. It is therefore wholly approjuritateus
analysis of the SCHIP program solidly on observable state behaviors incltatexesel
enrollment rates, implementation decisions, and spending patterns, that the program wa
designed to affect. Such dependent variables are often pejoratively termmaasoirt
contrast to the more desirable “outcomes,” but devaluing evaluation of the kinds of
behaviors a policy was designed to affect is short-sighted and threatene themir
practice of policy analysis in long causal chains with too many points of erdgg(it
1986); rather, analysis ought to be engaged in the work of carefully and precisely
identifying the policy levers that cause both proximal and distal reactions in t

mechanism of change.

Single policy approach
A potential criticism of the single policy approach is that it is too caserdand
context dependent. So-called “first generation” implementation studies have been

criticized for being too case-driven; for providing little generalizable kedge due to
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the contextual constraints of the cases selected for observation. Thismtihowever,
could also be levied at the proposed remedy, so-called “third generation” impleamentat
research (Goggin et al. 1990). This research, though decidedly more positivist and
empirical in nature, is still tied heavily to the selection of programs for erabir
evaluation. This illustrates the very nature of policy analysis in implet@mtasearch

or otherwise: The context determines the constraints in which policies opeeaaefdrs
involved, and to a great extent affects the interpretation of empirical results
comparative study of multiple policies, as offered by Goggin et al. (199@rcdact of
the selection of specific policies and the results are hardly more eai@eathan the
careful examination of a single study, as the results could differ subgyaih@adlifferent
set of policies had been selected. The accumulation of single studies, in factpuidg pr
precisely the “cumulative effect” prescribed by third generation implatienists in the
study of factors affecting policy implementation decisions and, ultimatelizy
outcomes. Conversely, comparative studies can provide a false sense of
comprehensiveness or universality that does not, in fact, exist. Such studies nsayub
for identifying variables or trends, but ought not pretend to represent the universe of
policy action or even a reasonable facsimile thereof, lest third-generaptementation
research fall prey to first-generation pitfalls. For policies to be growggsditer in a

single study, a careful defense ought to be made regarding the selection pbtitiss.
An altogether too common practice is the analysis of multiple policies simpydec
they fit in different quadrants of a popular typology. If comparison is to be done, rather
than contrasting, there ought to be a case made regarding why disparate witlcie

disparate characteristics ought to be compared. In other words, someusabe made
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regarding how these cases are comparable at all, let alone on a speofficagiables. In
the absence of such justification, third-generation research is merelyeimsration
research with a new name and disguised in a shroud of false legitimacy.

A great deal of variation requiring qualitative and highly subjective anaiysitd be
required in expanding this inquiry to a larger number of cases. The comparative hature o
a multiple-case analysis would be very sensitive to the nature of the policgtdre a
involved, and a variety of additional variables that would complicate analysis. Ryaisi
single case, focus can be narrowed to a context that can be qualitativelyagowlanst
compared across the states, yielding adequate variation to explore thetwalagion
and measurement of goal conflict across units and levels of government. This lapproac
also mimics what little work has already been done on goal conflict in a pdiitygse

(Nicholson-Crotty 2004).

The Absence of Tennessee

Tennessee is not included in any of the analyses in this dissertation. BecbkiliBe SC
was designed to enhance and not replace child Medicaid programs already,ithplace
enacting legislation specifically prohibited use of SCHIP funds to providefite
already provided under existing state Medicaid programs. Tennessee vesgzer
Medicaid program, TennCare, that had no upper eligibility limit for enmleeer a
section 1115 demonstration waiver granted in 1994, prior to the inception of SCHIP
(Academy Health, 2008). Tennessee closed enrollment for its program in 1995, and in

April of 1997 re-opened enrollment for children under age 18 without employer-based
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insurance€’ Unlike Florida, New York and Pennsylvania, which had Medicaid expansion
programs similar to SCHIP prior to the enactment of the SCHIP enabliistplem in

1997, no provision was made for Tennessee in the text of the bill. All other early
providers of children’s expansions for Medicaid received special provisionslirega
access to SCHIP funds. TennCare faced serious financial strugglesitfueiay years

and was not able to access funds consistently during the study period due to massive
reform efforts and political challenges that hampered TennCare duriirgtitdecade.
TennCare continues to enroll children who would otherwise be ineligible for coverage
under Medicaid. Through creation of a stand-alone SCHIP program called CoverKids
Tennessee has had approved SCHIP plans at various times in the 1999-2006 study period.
However, the qualitatively different nature of public child health insurancennébsee

over this period and its sporadic association with SCHIP rendered it an outliserta

this discussion, and would have created an unbalanced panel due to missing data. Data
that could be interpolated in order to address the balanced panel issue would be
misleading, as the research questions in the quantitative analysis presahtzoters 3-

5 focus specifically on federal-state interactions under the SCHIP rabrapposed to
Medicaid demonstration waivers). Because Tennessee did not have an operating SCH
in the traditional sense for the majority of the years for which SCHIRPavaitable to

other states, its inclusion would be misleading. It can be noted, however, that Tennesse
was among the few states that had public health insurance programs in plaee for |
income children prior to the enactment of SCHIP legislation in 1997, and as such would

appear to have had highly aligned goals with the federal program. Reguigiie@raing

2" Department of Health and Human Services, InnoeaBiate Strategies to Insure Children, accessed on
April 9, 2009 from http://aspe.hhs.gov/health/séstites/Tennessee.html
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use of SCHIP funds effectively prohibited Tennessee from participatinghhFSfor

most of the study period.

SCHIP Funding Formula

The SCHIP funding formula for the original allotment provided to states includes four
primary components: Number of low-income children without health insurance in the
state, number of all low-income children in the state, an adjustment for nationgjeavera
cost of medical care/coverage, and a state-specific cost fadtarébed as a ration of
the state’s average annual health services industry wages to the naticage avidre
comparative weight of these four components has been relatively stable a;ewitim
one adjustment occurring in 2000 and another in 2001 (Peterson, 2006; see table 2.1).
These allotments are subject to floors and ceilings. In the first two fupdarg, the
statutory floor for allotted funding is $2 million per state. In the followingyethe floor
was the greater of $2 million, 90 percent of the previous funding year’s allotm&6t, or
percent of the original allotment in 1999. In all funding years from 2000 on, the allotment
ceiling was 145 percent of the original 1999 allotment (Peterson, 2006).

SCHIP allotments did not determine the federal funding in a state, only the #iee of
funding for which states had prior authorization for eligible spending. Statessadc
funds based on an enhanced FMAP matching rate already in use for Medicaid funding.
States that spend more than their allotment were additionally granted a resappent

based on a redistribution of funds unspent by other states in a budget year.

The states and waivers

States may apply for various types of waivers to federal Medicaid and SCHIP

guidelines. Two of these waivers in particular are relevant to this disnug®search
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and demonstration waivers are allowed under section 1115 of the Social Security Act
(Baumrucker 2008) and were explicitly solicited as early as 2000 (Wesamd 2000).
Section 1115 provides authority to the Secretary of Health and Human Services to
“authorize experimental, pilot, or demonstration projects likely to assist in prapbe
objectives of the Medicaid (or SCHIP) statute. Flexibility under Section 1115 is
sufficiently broad to allow states to test substantially new ideas of pokecy (HHS
2001; Volden 2006). These projects are intended to demonstrate and evaluate a policy or
approach has not been demonstrated on a widespread basis. Some states expand
eligibility to individuals not otherwise eligible under the Medicaid (or SGQiHegram,
provide services that are not typically covered, or use innovative servicerglelive
systems” (CMS, 2008, parenthetical notes added). Section 1115 further authorizes the
Secretary to waive rules governing the operation of SCHIP and/or to provide federal
financial participation for benefits that would otherwise not be eligible fordé&deatch.

The second relevant type of waivers relevant to SCHIP policy are thosedguadts
the Health Insurance Flexibility and Accountability waiver initiatidé&=A waivers are
an extension of section 1115 authority, granting the Secretary of the Department of
Health and Human Services the ability to grant demonstration waivers authosegiog
SCHIP funds for broad enroliment of the uninsured. This is the authority to, for example,
expand SCHIP coverage to adults (Baumrucker 2008). It is interesting to riggadha
to the HIFA waiver initiative, enrollment of adults in SCHIP was consideredysmbe
the objectives of the program that separate authority had to be granted Heftsreauld

be admitted to SCHIP even under section 1115.
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HIFA waivers were solicited in 2001 by DHHS under Secretary Thompson (CMS
2001) and guidelines were subsequently provided to clarify the circumstances in which
such a waiver might be granted. These included, among other provisions, the following:

e Be in effect statewide;
Expand coverage to previously uncovered persons;

e Coordinate or encourage private and public health insurance coverage-for |
income uninsured persons;

e In states using SCHIP funds, maintain Medicaid eligibility levels fidden that are
no more restrictive than were in effect in June 1997;

¢ Not cover adults in the demonstration at higher income levels thanechifd

SCHIP;
¢ Be budget neutral under Medicaid or allotment neutral under SCHIP (CMS 2007).

The HIFA program, while prioritizing extant SCHIP goals over support fpaesion
populations, nonetheless indicates a departure from the original purpose of the program
Expansions related to HIFA and other 1115 demonstration projects were a majan issue |
the debate surrounding the 2007 SCHIP reauthorization attempts. Secretary Leavit
distanced himself and the Bush administration from the actions of his predecesspr du
the reauthorization debate in 2007, demonstrating a form of executive fedehabsight
the rulemaking process (Leavitt 2007; Thompson and Burke 2007). The political
dynamics of SCHIP are somewhat more nuanced and complicated than presented in
broad strokes here; for additional context, see, e.g. the SCHIP reauthorizaton his
assembled by the Kaiser Commission on Medicaid and the Uninsured (KFF, 2008) and
others (Grogan and Rigby, 2008; Oberlander and Lyons, 2009).

As was made clear by President Bush during his veto of the two reauthorization
attempts presented to him by Congress, he felt it inappropriate to spend fieudsab
support non-targeted populations. Among the issues raised by governors wieal tiestifi
the Health Subcommittee of the House Energy and Commerce Committee during that

debate was the issue of redistribution of unspent federal dollars. Under SCHIP funding
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rules, states that have spent their original allotments are eligibledistribution of

unused funds that had been allotted to other states (Peterson 2006). States have two years
after the allotment year in which to use their allotments. After this pemgydyunspent

funds are redistributed based on funding formulae, to states that spent thefedataé
allotments. This practice of reapportionment is one of the primary ways ah 8HIP

has overcome the issue of potential funding shortfalls for some states, inclugitigie
enrollment, high population states like California, Florida and New York. Other
governors testified against rules published under Leavitt’s direction in 200ihdjmit

future waivers that allowed enrollment of children living above 250 percent of poverty or
adults without children from federal SCHIP matching eligibility (Smith 2@G8due

2008).

The SCHIP allotment formula determines how much of the total annual funding
amount will be available to each of the states through its annual allotmentorfhiget
is based on the number of low-income children there are in a state, and what proportion
of those children are uninsured. It also takes into account the cost of healthcare in the
state relative to the national average (Peterson 2006). This allotmerdilolgteepresents
the upper limit of federal spending on the program in a particular state.

States have three fiscal years in which to spend each annual allotmentiafter t
period, unspent federal funds are reapportioned among states that did not have surpluses.
This reapportionment is completed based, again, on a formula. States acceséuieds
via a matching rate that is analogous to the matching program as adndnistée
Medicaid program. Eligible expenditures (absent a waiver) are linutegansion of

health insurance services to targeted low-income children. Administratigeacabt
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program outreach expenditures are limited to 10 percent of total expendituitde &g

match. States spending their own funds on approved SCHIP expenses receiva a feder
match based on an “enhanced” FMAP matching¥a8a, for example, for a state with

an enhanced FMAP of 70, a one-dollar SCHIP expenditure in that state wouldresult i
federal match of three dollars (Peters 2008). This federal match is def@ae the

federal financial participation (FFP). With a mean enhanced FMAP of 72.33 peheent, t
incentive to spend state funds in order to receive federal monies is strong indeed. The
FMAP is generated based on a formula involving a comparison of state wealth tolnationa
wealth?

With only four exceptiond’ any state that has ever spent more than the allotment
provided for a given year (either by spending allotments from previous years or b
receiving reapportionments) has remained a state that spends moredtiea ialla
given year. While all states except Alaska, Kentucky, Maryland, New York, laodeR

Island spent less than allotted in 2000, by 2006 only 10 states spent less than allotted.

An overview of the states

Table 2.2 presents a snapshot of the states in 2006 (the latest year in this)analysi
including indication of the states that use SCHIP funds to insure higher-incochechil
adults, or both, and other relevant state characteristics including upper chilcidedic
eligibility in 1997 (prior to SCHIP), upper child SCHIP eligibility, number of aslpkr
child enrolled in SCHIP, percent of low-income children who are uninsured and percent

of children in the state who are living at or below 200 percent of FPL.

% The enhanced FMAP is calculated as 70 perceiieafraditional FMAP plus 30 points, not to exceéd 8
percent.

9 Social Security Act Sec. 1101(a)(&R U.S.C. 130jland sec. 1905(§%2 U.S.C. 1396(d

%0 South Carolina, Utah, Texas and Wyoming.
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Qualitative observations from the information in table 2.2 demonstrate a widtyvar
of state circumstances with regard to employment of SCHIP waivers sfatalinsured
in states that have as few low-income (below 200 percent FPL) uninsured chalédren a
percent (Rhode Island; the lowest in the nation) and as high as 28 percent (Cth&rado;
third highest in the nation). This suggests that not only are waivers for thegmweéra
adults approved in states where the ostensible goals of SCHIP have beeriglyccess
achieved (indeed, Rhode Island’s percent of low-income uninsured children is the lowest
in the nation) but also in states where many low-income children remain uninsured.
While prior child eligibility under Medicaid was relatively high for manytloé states
with SCHIP eligibility above 200 percent FPL (as in the case of Califdrfiade Island
and Washington, which had eligibility levels of 200 percent FPL for at least sbid
populations under Medicaid in 1997, all of which have SCHIP child eligibility upper
limits of 20 percent FPL), the highest SCHIP upper limits occur in states that did not
cover children up to 200 percent of FPL under Medicaid. Rates of uninsured low-income
children in states with very high upper SCHIP eligibility (300 percent FPLeatgn)
range from 9 percent (Connecticut) to 25 percent (New Jersey, which upper @5 of
percent is the highest in the nation). Several states have come under criticism f
enrolling nearly as many adults as children in SCHIP, with Wisconsin, Minnegbta a
Arizona enrolling more adults than children in the program at some point after 2001.
Though Wisconsin’s rate of uninsured low-income children is among the lowest in the
nation, Minnesota’s 18 percent uninsured low-income children is roughly average (the
mean in 2006 is 16.7 percent) and Arizona’s 26 percent uninsured low-income children is

the sixth worst rate in the nation.
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Data sources

Data were assembled from a variety of primary sources, including the @ente
Medicaid Services (CMS), the Kaiser Family Foundation, The US CensusuBurea
(including but not limited to use of the Current Population Survey), the University of
Kentucky Center for Poverty Research, the Inter-University Consortiufoldical and
Social Research, and the Congressional record. Data descriptions and a@urces
presented in table 2.3.

As with any research endeavor, the data collected for this analyditecttsiome
minor imperfections. Aside from the need to drop the state of Tennessee from the
analysis, some other data issues arose. General concerns about the quality of pr
measures and instruments, endogeneity issues, and other characteristiedblafsvari
relevant to specific models will be discussed in the chapters in which theseesasbl
employed. However, minor issues of missing data are addressed here.

State SCHIP spending data for the year 2005 was unavailable for all dtateszer,
data was available for the years before and after 2005, so the missing reaita pueed
as the average of the figures for the two adjoining years. State spenidingadaalso
missing for Florida for years 2000 and 2001. Regression and standard averaging
techniques for imputation were unsatisfactory (yielding figures that weoasistent
with general trends in state SCHIP spending), so Florida spending fontoegears
was imputed by generating ratios of state spending to federal spendingfmvah data
years, computing the average ratio, and using this average to impute a stditegspe
figure using federal spending data.

Child and adult enroliment figures were missing for Colorado in 2004 and Arkansas

in 2003. The Colorado figures were computed by averaging the adjoining years. This
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method was unusable for Arkansas in 2003, however, because enroliment in Arkansas did
not trend upward between 2002 and 2004 as it had in Colorado (and, indeed, in many
other states). In order to impute a reasonable estimate of the actuabvaueahsas in

2003, monthly enrollment data from the Kaiser Family Foundation were used to generat
comparison ratios between the monthly enroliment data and the ever enrolleddatgear

for all known years. The ratio for 2004 was then applied to the monthly enroliment data

to generate a value for children ever enrolled in Arkansas SCHIP in 2003. Avksansa

an adult enrolling state, so its number of adult SCHIP enrollees was inferredembe

Except where noted in the body of applicable chapters (as in the case of SCHIB fundin
formulae), there is no reason to believe that the definition or measurement of the

variables as reported has changed over time.

Dependent variables

Chapters 3 and 4 focus on establishing the use of SCHIP waivers to enroll non-
targeted populations as conflicting with the original goals of SCHIP by exagrthe
policies in the context of resource conflict and outcome conflict. Chapter 5 uses the
broader goal conflict theory described in chapter 1 to see what factorsaeflaed/or
predict employment of these waivers by the states. These objectivesitatee
employment of a modest complement of dependent variables. Descripiisticstédr

these variables are presented in table 2.4.

Independent variables

The independent variables identified in tables 2.2 (variable descriptions) and 2.5
(summary statistics) are used for a variety of purposes, including pprgsentation of

latent variable concepts, instrumenting endogenous variables, controllingder ti
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invariant state characteristics, and examining correlation between pbtestated
variables. The application of these variables is discussed in greaterrd#étaichapters
in which they are employed.

The complement of goal alignment variables representing belief, priority, amd pl
level potential conflict merits further discussion. These variables includercit
liberalism score, percent of state congressional representatives faotthe initial
authorization of SCHIP, percent of state congressional representatives woting t
reauthorize SCHIP in 2007, party of governor, citizen liberalism score, a duoniting f
type of SCHIP program (Medicaid type against a comparison of SCHIP-only or
combination types), dummies for continuous enrollment and presumptive eligibility
practices, and various capacity/goal alignment variables including nuhdays to
submission of initial SCHIP plan, number of days to implementation of the &S
program, and number of amendments filed to date.

Proxies for belief conflict include the citizen ideology score devised by Béal.
(1998), and/or as the proportion of state Congressional representatives voting in support
of the failed SCHIP reauthorization legislation.

Priority conflict is represented as an extension of the concept descrilidtibip
(1985) and extended by Nicholson-Crotty (2004), in which fund diversion by the states
(itself evidence of priority conflict) is represented in terms of ieiagbf state spending
with respect to incoming federal grant monies. Because federal funddarated
based on state spending and an enhanced FMAP matching rate, the relationsleip betwe
state and federal spending should be imminently predictable based on publighed stat

spending and FMAP figures. Federal spending caps, however, invoke the poskdiility t
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a state that shares alignment with SCHIP goals may spend beyond thelmaita

matched funds. This indication of alignment at the prioritization level is measungd us
residuals from a regression of state SCHIP spending on federal spending and\the FM
These residuals would be expected to capture both the random error inherent to rounding
and the portion of state spending that is unexplained by access to matching fundg: priori
alignment.

Plan conflict is readily observed qualitatively in the SCHIP program and kasabe
major point of contention in debates regarding the reauthorization of SCHIP at tfz fede
level. In particular, coverage of adults (including pregnant women, parentddsénhi
and in some cases childless adults) has been a particular point of tension ROEaVitt
Other manifestations of plan conflict may include employment of enrolimaaotipes
that have been shown to be less-effective means of increasing enroliment.aBoease
here proposed include the number of waivers to federal program requirementg éled b
particular state and a dummy variable for whether continuous enrolimprasamptive
eligibility are employed by a state (Kronebusch and Elbel 2004). Though such rseasure
can be counted, they represent fundamentally qualitative information and are blunt

instruments for measuring the plan conflict concept in a quantitative setting.

Given the apparent impact of state fixed-effects and the enrollment of notedarge
populations on SCHIP enrollment of targeted children, one final approach employed in
understanding these concepts is an instrument employed to capture the potentaikof a s
to eventually enroll either non-targeted children or adults in the SCHIP prpgra
conceptualizing it as a time-invariant preference that merely manifesfggiven the

appropriate set of external circumstances, including the state’s paitit@conomic
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situation and/or federal inducements or regulations. Though it is not a perfect measure
specifically because it cannot capture unrealized potential in statesvbatdia

manifested a preference for enrolling adults or non-targeted childrerg-entrariant
dummy variable that indicates states that have ever enrolled children asdisttteve
ever enrolled adults may provide a view of the role of state goals and pretecenc

outputs even when those preferences are as-yet unexpressed.

Assumptions and limitations

This research endeavor relies on the assumption that goal conflict existsiaadya
state. It further assumes that the construct(s) of goal confli@r@hshould be measured.
Establishment of appropriate state-level measures of goal conflict and estémm

the SCHIP program is further challenged by data limitations. The bektdgaistimates
for uninsurance rates over the course of the SCHIP program are derived from #r& Curr
Population Survey, and problems with these estimates have been noted, parircularly
states with especially small sample sizes (Winter and Moyer 1999). F; uiditee
availability is a challenge even for the short duration of the SCHIP prograne. @&imis
not available for all SCHIP program years, and some measures that feavalidity as
measures of goal conflict are measured only once, (e.g. legislative veliagidr,
preexisting Medicaid expansion programs, enrollment practices) and musbithdref
assumed static over the duration of the program. This is further complicatesiiby of
temporal precedence for some measures. Legislative voting behavior IR SCH
reauthorization, for example, is arguably a very strong measure of staitgdal
congruence or conflict with the SCHIP program (particularly in comparison viiér ot

available proxies) but this measure is observed at the end of the SCHIP pratipem r
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than the beginning. While this issue can be set aside by making the assumptius that t
voting behavior merely reveals the static true preferences of the stdtevbatxisted
over time, this assumption nevertheless leaves the analysis open to inteditsl val
concerns. Similar concerns affect state-level legislative actioowe states toward
universal health insurance coverage. In addition to temporal precedence and endogeneit
concerns, these measures are also subject to peer/mimetic effglotsl@48)

Other measures, including program features and enrollment practicexasered
as dummy variables, the collection of which quickly depletes degrees of freedtmm whi

yielding results that may complicate interpretation.
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Chapter 3: Resource Conflict in the State Children’ s Health
Insurance Program

Introduction

The State Children’s Health Insurance Program was passed as part of the 1997
Balanced Budget Act with bipartisan Congressional support. The goal of th& SCH
program, as stated in the enacting legislation, is “to provide funds to States ® enabl
them to initiate and expand the provision of child health assistance to uninsured, low-
income children in an effective and efficient manner that is coordinated \Wwih ot
sources of health benefits coverage for childréPtesident Bush ostensibly supported
reauthorization and modest expansion of the program when it was due for reauthorization
in 2007. In his veto message on October 3, 2007, he indicated that he was vetoing the bill
“because this legislation would move health care in this country in the wrongatitecti
The original purpose of the State Children's Health Insurance PrograniR5@ds$ to
help children whose families cannot afford private health insurance, but do not quralify f
Medicaid, to get the coverage they need. My Administration strongly supports
reauthorization of SCHIP. That is why | proposed last February a 20 peraeisem
funding for the program over 5 years... Because the Congress has chosen to send me a
bill that moves our health care system in the wrong direction, | must veto it. | lrope w
can now work together to produce a good bill that puts poorer children first, that moves
adults out of a program meant for children, and that does not abandon the bipartisan

tradition that marked the enactment of SCHiP.”

31 Social Security Act Sec. 21042 U.S.C. 13973a
32 Veto message, George W. Bush, The White Houseb®cB, 2007, available at
http://www.whitehouse.gov/news/releases/2007/10/12003-2.html

61



A statement released by the OMB later in October reiterated the adatiorss
stance with regard to what would become the second bill sent to the President by
Congress. “The Administration strongly supports reauthorization of the Statliee@ls
Health Insurance Program (SCHIP) in a way that puts poor children first.vdow&R.
3963 continues to allow states to expand coverage without assuring that poor children
have coverage first; continues to provide coverage for some adults through 2012;
continues to allow the use of income disregards to increase eligibility levetsnues to
move children from private health insurance to government programs; provides
insufficient safeguards to assure that funds will not be spent on ineligibledunals;
and, remarkably, actually costs more than the earlier bill, not withstanding supposed
improvements in policy....[T]he President will veto this legislation if it ispreéed to
him without significant change$®
The President’s refusal to sign into law either of two reauthorization @igem
presented by Congress centered on a handful of specific issues. Pesesrigtan the
Department of Health and Human Services (HHS) and from the White Houséeipe
identified three of these issues (HHS 2007), namely:
e A government program intended for low-income children should not cover
higher-income children
e A government program intended for children should not cover adults

e A government program intended for coverage of the uninsured should not
cover individuals who would otherwise be covered by private insurance.

Fourteen of the 49 states in this analysis have SCHIP programs have insurea childr

whose family income exceeds 200 percent FPL and 11 states insuré‘aSince only

B Statement of Administration Policy, OMB (10/250), available at
http://www.whitehouse.gov/omb/legislative/sap/11Br2963sap-h.pdf

% Tennessee had a Medicaid demonstration waiver frithe enactment of SCHIP allowing enroliment
with no upper income eligibility limit.
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four states engage in both of these practices, a total of 21 states enroll indiwitimals
fall outside of the statutory target population for the SCHIP program as authiorite
1997 Balanced Budget Act. According to the legislation, which identifies et taf the
program to be low-income children, “The term “low-income child' means a chiddev
family income is at or below 200 percent of the poverty line for a family ofizee s
involved.” Though the act also allows for state discretion in determination of thengea
of “targeted low-income child,” administrative practice and executive pstetgments
consistently and repeatedly identified 200 percent FPL as the default uppéodimi
SCHIP eligibility and plan approval, even after the advent of HIFA waiver opptesini
after 2001.

Engagement in the practice of implementing a public program in a manner deviating
from the apparent statutory intent, however, is only one form of goal confatedSt
goals of a program and the political and administrative realities of the pulalincé
process can cause divergence in purpose and outcomes (Rosenbaum and Johnson 1986).
Given the multifaceted and ambiguous nature of public goals even for specifiarpsog
it is useful to establish means of understanding whether this nominal goaltconflic
extends into the more practical sphere. Namely, whether public funds designated for a
specific purpose are being spent on other priorities (Chubb 1985) and whether such
practice negatively affects the ability of the government (federahtw)do accomplish
the ends for which the program was established (GAO 2002).

The reauthorization bills approved by Congress in 2007 provided means for
expansions of the SCHIP program that would have significantly altered the pungose a

targets of the program, in part by legitimizing the practices of enradhiigren above
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200 percent FPL and adults in state SCHIP programs. Objecting to this tggjector

President Bush insisted that he would veto any bill that did not remain true to the

purposes outlined in the original SCHIP program (Bush 2007). President Bush vetoed

two separate SCHIP bills and eventually temporarily extended SCHIPrantciumding

levels until March 2009, when the legislation will be again considered for renewal.
Several scholars have tackled the crowding-out phenomenon, in which public

programs provide free or low-cost health insurance to children who would otherwese hav

accessed private insurance (see, e.g. Feinberg and Goldstein 2002; Bansabhaed R

2006). Fewer scholars, however, have examined the implications of the target population

issues raised during the 2007 reauthorization debate. This debate can be viewed from a

institutional perspective as a question about the nature of federalism,dteticiery

roles of the federal bureaucracy, and state administrative mechanisnmamentation

of federal programs. Goal conflict deriving from federal and state adrainist

decisions in the implementation process raises issues regarding thestate®bs

administrators of federal programs, the role of federal agenciescabedvgeen for state

officials and federal purposes, and the implications of state-administeledlfpolicy.
Ultimately, the implications of such semantic discussions of federaksm the

outputs and outcomes of the programs administered in the federalist environment. The

purpose of this chapter is to determine whether the practice of enrolling netetarg

populations—specifically, higher income children and/or adults—significamtheases

the federal cost of the SCHIP program within a state. Chapter four will egdhe effect

of these practices on enroliment of targeted children.
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Fiscal Federalism and SCHIP Implementation

The issue of enrolling non-targeted populations in the SCHIP program does not in
itself represent goal conflict. Indeed, a program of universal heattfcoaserage for all
Americans would accomplish the goal of enrolling targeted children in healthnosura
programs. However, the environment of American policy is constrained by limited
resources, and thus goals are generally more refined, with the intent ofinnagitine
use of federal funds in a cost-effective, targeted manner. The selectioniotbme
children as a target population for the SCHIP program represents an orderiiogité®
at the federal legislative level that suggests a desire for limitingdieebgpenditure and
achieving cost-effective improvements in the enroliment of the target papuiathealth
insurance programs.

It follows, then, that the impact of enroliment of non-targeted populations should be
evaluated in a context of cost-effectiveness, and federal fiscal im@actngportant
component of evaluating administrative decisions that effectively widesotlezage
population beyond the specifications outlined by Congress in the 1997 enacting
legislation for SCHIP.

Total annual federal funding of the SCHIP program is determined legeiati
through the typical process of executive/legislative give-and-takes thedotal annual
funding is determined, however, all remaining funding decisions are based on pre-
determined formulas. There are three potential explanations for the desaests
enroll individuals who are outside of the target population in SCHIP. First, enrolling
individuals outside the target area may be intended to increase enrollmeniittatethe
target population (the presumption, for example, that enrolling low-income uninsured

parents in SCHIP will increase the likelihood of the parents also enrollingcthigiren).
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Second, enrolling individuals outside the target population may represent a dekge on t
part of states to achieve state goals that may lie outside of the exquleniaf goals for

the program (if a state is concerned with health insurance ratesdbil@den, for

example, or has low insurance rates overall and has an interest in reducingdhe ove
number of uninsured in the state). Third, a state may already have eithetdewfra
uninsured within the target population or provide coverage to the targeted population
through Medicaid, thus desiring funds for achieving other goals merely to make use of
available federal funds.

States, having sovereignty over their own practices of revenue generation and
expenditure, have presumably reached some equilibrium of expressed prefeliences pr
to federal government intervention in the form of grants or other inducements. The
purpose of federal grants, then—including SCHIP— is to shift the preferenttes of
states more toward the preferences of the federal government (Volden 2007) alsethe c
of SCHIP as enacted in the Balanced Budget Act of 1997, the purpose of federal
expenditures is to increase enroliment of low-income children in health insurance
programs.

In theory, the redistributive nature of federal government fiscal actuijgests that
the federal government prefers to spend its funds in states where the grgzdestan
be made toward reaching federal goals (Ingram 1997). Federal progsandéures that
do not accomplish program goals are targets for reform (Heinrich 2002). By, desig
children eligible under extant Medicaid provisions (prior to 1997) are inelifpble
SCHIP funds. Thus, some states may already have been effectivelyntatgetincome

children for enrollment in federal health insurance programs prior to thevesraaf
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SCHIP. Indeed, SCHIP may be seen essentially as a federally ntahtateaid
expansion, and some state programs are explicitly designed as suchl &egemditures
allotted to states that already provided coverage for low-income childrenMederaid
should therefore have either expanded coverage, improved enrollment rates, or been
reapportioned to states with greater need.

The reapportionment of a state’s allocated funds to other states is of course a
politically unpopular prospect for state and federal representatives wdkes §acing the
loss of federal funds. It is therefore not surprising that states would engageitrea
that would ensure that at least some portion of the federal SCHIP allotmeats re
within the states where they were allotted, despite coverage and i&jidgviéls that
already meet federal preferences.

This reapportionment to states provides incentive, in addition to whatever internal
incentive already existed, to spend the original federal allotments in ¢énesnof
receiving additional SCHIP funding. From a federal target perspectivputhese of
these funds is to redirect federal funding from states that have alreachtesht
enrollment of the targeted program population to states that have under-funded programs
and thus have not been able to reach enrollment of all enrollable targeted children.
Governors Perdue of Georgia and Barbour of Mississippi indicated that fram thei
perspective, this is not how the reapportionment plays out; rather, states that@mnroll
targeted populations effectively drain their funding, and then receive additional funds
from states that have focused their efforts on enrolling the targeted populationdut ha
not used all of their federal allotments (2008). In practice, this is exalctoccurs,

though the question of motivation remains unanswered: Do states spend more money

67



because they are working harder toward the goal of enrolling more targedtedrghor
are they adopting expensive practices (including enroliment of non-targetedtpom)l
in order to receive additional funding through apportionment?

A more concrete question to be addressed is whether this environment of goal conflict
and the resultant exceptions to federal policy negotiated between state aad feder
administrative bodies incurs a significant increase in federal expenditare states

thus engaged.

Data and Methods

The first burden of proof in an analysis purporting to explore the correlategef s
policy decisions that conflict with federal goals is to establish thatake gblicies in
guestion actually represent expressions of conflicting goals. Given tlest lstate
several incentives to engage in enroliment of non-targeted populations in order to
facilitate capture of federal funds, the empirical question of whetheralég€HIP
spending patterns are, in fact, significantly altered by these ennblpatterns provides a
straightforward means for demonstrating the presence of federaystdteonflict
embodied in these practicBsHere, we focus explicitly on the relationship between
enrollment of non-targeted populations and federal expenditures within a state.

This chapter focuses on the actual quantity of the federal spending withie asstat
the dependent variable of interest. The actual federal spending within & state
determined by state spending patterns, weighted by a formula-deriveal fedéching
rate that differs for each state. The size of federal allotment andhibadeed federal

matching rate (FMAP) used for the SCHIP program are included in these rasdels

% The interrelationship of federal spending, loweime child enroliment, and enrollment of non-tardete
populations in SCHIP will be explored in furthettaiein chapter five.
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independent variables, thus controlling for the effect of these formula-de&srmi

elements and examining the effect of additional factors on spending pattdnins wi

states. Federal allotments are apportioned according to a funding formediaoibas

SCHIP enrollment figures, total population, cost of health services in a state, mmfmber
targeted children, and uninsurance rates within the state. By design, it issdxpatt

the federal enhanced matching rate (FMAP) and the state’s own spending awvels w
affect federal spending. These are included in the analysis, as are ciibver ttzat appear

in federal funding formulae for the distribution of SCHIP funds. These include number of
children living at 200 percent of FPL or below, percent of children at 200 percent FPL or
below who are uninsured, total SCHIP enrollees (including all child and adult esjolle
uninsurance rate in the state, and the state poverty rate. In addition to thedsesari
controls for total allotment size, state wealth (measured as grosprsidiet), and state

tax revenué® Though accounted for in the calculation of FMAP, a scale variable
(population) has been included in the linear models presented in order to determine the
independent effects of state size on federal spending patterns.

One of the primary challenges of the analysis of the effects of statetehiatans on
federal program outcomes (including spending patterns) is that many oftéhe sta
characteristics that are expected to impact these outcomes are |atiiesdhat cannot
be directly measured, idiosyncratic characteristics of the state gsywolitical ideology,
culture, demand for social services, etc.), or state characterisgicpdpulation) that can
be relatively stable within states but differ significantly betweelest&enerally, such

comparative analysis involves all three of these issues. The latent and ichtisystate

% A set of dummies controlling for annual effectssvilcluded in earlier versions of this analysis later
dropped because neither individual time effectsthergroup of time effects was statistically sigraht in
any model.
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characteristics have the potential to yield error term components thatsigngicant
endogeneity issues and cause linear estimates to be biased.

Though modeling remedies to this endogeneity problem exist, such remedies require
explicit assumptions to be made about the nature of both the state-assowmatesirer
and the independent variables in the model. A fixed-effects model assumes shatethe
related error is essentially fixed for each state, and (in an LSDV apptodixed-
effects) estimates intercepts for each state, thus removing thepsaifecserror from the
error term and producing unbiased, consistent estimators for the independent variables
This approach assumes strict endogeneity of all regressors (Baltagi 2008pgs the
disadvantage of lumping all time-invariant variables into one combined inteecept t
rather than recognizing the potential nuances of variables that may be fikedarstate
but whose variation across states may be significantly correlatecheittependent
variable.

An alternative approach assumes that state-level variation is not fixedihmrt a
manifestation of sampling-related random deviations from a common population latent
variable mean. Though it seems counterintuitive to suggest that states theraseklve
sample of observations randomly selected from a larger population, this assmrttbn ¢
be considered true in the sense that the decisions, actions, and characteratics in e
state-level observation are just one of a potentially infinite set of such ntamndes
(Haavelmo 1944). This random-effects approach further assumes strict @xpgéthe
regressors.

Theoretically, both the fixed-effects and random-effects models could réasbera

expected to apply here, despite the strong differences in their assumptiods getie

70



nature of the error term. This is largely because the specific natine state error and
its underlying characteristics is essentially unknown. The nature of tlessegs,
however, which cannot claim strict exogeneity, suggests preference foetheffects
model.

A Hausman (1978) test is commonly used to select between the random-effects and
fixed-effects specifications, and is employed HérEhe Hausman test rejects the
hypothesis that the difference in estimates is not systematic; in othas, iloe test
rejects the hypothesis of the random-effects specification in favor dféiffects ¢*(6) =
34.68;p < 0.000). Regardless of the outcome of the Hausman test, the assumption of
regressor exogeneity cannot have been reasonably made in the models betuher
random-effects model is a defensible specification for the models in thisichapte

A final approach to the presence of latent group effects is employment ofeehetw
effects model, in which the dependent variable is regressed on group averagehf
variable rather than on individual group/time observations for each variable. This
approach essentially removes within-group variation from the model and focusesl inst
on the differences between states on a given set of regressors. Though thishapproa
results in a limited use of the data available, it is employed here to eeeteatents of
the federal spending formulas that determine how much federal funding will gotto e
state. Changes within individual states that are intended to yield increasee céptur
federal funds will essentially be invisible in the between-effects modelssisbme

spurious correlation is evident. This model will provide both a useful comparison and a

3" The Hausman test is only employed for the oneesliagar panel data models described below. The
hausmancommand with theigmalessoption was employed in STATA to specify use of é#stimated
disturbance variance from the consistent estinfatause in the covariance matrices. This option is
recommended by the STATA corporation in comparisbfixed effect and random effect models in order
to ensure a positive definite differenced covarsamatrix.
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gualitative understanding of how decisions made within states may be invisiblertd fede
apportionment and spending formulae (that are made based on between-state
information) but may nonetheless impact overall spending within a state.

Embedded within state spending levels are a variety of factors that influatece s
spending decisions. Among these decisions is the enrolliment of non-targeted populations
By introducing dummy variables for enroliment of adults or higher-income chitdre
the model, we would expect to uncover intercept changes in federal spending levels by
untangling these administrative choices from the state spending leveisedapy the
state spending and state spending/FMAP terms. It would naturally be ek{tedtan
expansion of the recipient population would increase spending levels, because enrollment
of each additional individual bears a cost. A variable for total enrollment (a codht of a
enrolled adults and children, including enrolled higher-income children) is thus idclude
as a control for costs merely associated with higher enrollment numbers.

Despite the use of the fixed-effects model, a potential endogeneity issaiase
regarding the potential simultaneity of state funding choices (which areiatesl with
federal spending by formula) and state SCHIP policy choices regardwlgresmt
populations.

To account for any spurious correlation resulting from correlation with tbheterm,
an instrumental variable technique could be employed to remove any remaining
endogeneity.

A Davidson-MacKinnon (1993) te&tfailed to reject the hypothesis that instrumental

variables should be employed as speciffed 0.3241). Therefore, the instrumental

3 Using thedmexogxtcommand in STATA
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variable estimates (which did not substantively alter the reSults) not be reported

here.

Hypotheses

Though it may seem that the enroliment of expanded populations leading to increased
spending in a state might seem like a straightforward assertion, significeegses in
federal funding based on increased statutory and procedural target populations is not a
given, particularly if the explanatory model controls for the number of total easoll
(including both targeted and non-targeted populations) as this one does. Inclusion of this
variable improves interpretation such that program expansions that corretabegher
federal spending do so independently of the raw number of beneficiaries of the program.
This leads to some questions about mechanisms independent of raw enrollment that may
lead to increased spending. One possible explanation for increased federal spending i
states that provide SCHIP benefits to non-targeted populations is that these éxpande
populations cost more per person than does the targeted population. Estimates suggest
that insurance coverage of adults is more expensive than coverage of childfen (KF
2008). This phenomenon could help to explain why insurance of adults increases federal
spending while insurance of higher-income children does not. Further, higher-income
children are more likely to be covered by private insurance (Feinberg et al. 8G02) s
nonlinearity may exist in which the population of children in need of public health

insurance increases to a particular income level and then begins to dedgsde

39 Despite the employment of quantitative methods,jnkerpretation of the results from models presgnt
in this and other chapters are limited to relagiwlalitative conclusions. Thus, though changehén
estimators may result from varying specificatiorvafiables and/or functional form, the claim of
“substantively similar results” is made when theus of the interpretation remains similar in either
scenario.
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public insurance is always a secondary payer of incurred health care cdsis.itegme
children may also pose less burden on the SCHIP system because, for those who also
carry private insurance, the private insurance pays the bulk of the medgal bil
Models examining federal spending patterns between states should meretythiefle
application of funding formulae, providing matching funds based on state expenditures.
Independent variables other than state spending and FMAP should only appear to be
statistically significant if these variables play an important rolétheethe FMAP
derivation formula or the allotment formula. Even policy variables such as thg bina
variables for enrollment of adults or higher-income children should not affectdr@tw
state spending effects.
Hia Enroliment of adults will not significantly affect federal spending
between states (BE models)
H1p: Enroliment of higher-income children will not significantly affect federal
spending between states (BE models)
Federal spending patterns in a within (fixed-effects) model, however, would be
expected to demonstrate the effect on federal spending within a statehelstate
engages in different policy behaviors (i.e. enrollment of non-targeted populations).
H.a: Enroliment of adults will significantly increase federal spending within
states (FE models)
H.p: Enrollment of higher-income children will significantly increase federal

spending within states (FE model)
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Results

Table 3.1 contains the results of population-averaged regression (betwets)-effe
modelé?; in this table, model 2 controls for number of Medicaid beneficiaries, and model
1 does not. As expected, the FFP variable is positive and significant in both fodels.
The coefficient for the state spending variable is also significantigrdift from zero in
both models, with increases in state spending yielding a net reduction in fededahgpe
controlling for the structural relationship between state and federal sgeagigiven in
the FFP variable. A one dollar increase in state spending yields aatestidecrease in
federal spending of $0.62 when controlling for number of Medicaid beneficiaries, or
$0.38 when Medicaid beneficiaries are not included in the analysis. This relationghip is a
should be expected; states wishing to fund certain types of (non-match-qu&daelIP
expansions must do so without the support of a federal rffafdtus, state spending
outside the structural (FFP) formula would be expected to have an inverse relgtionshi
with federal funding. The sign for the total enrollment variable is somewhatisun
this model; comparing a state with low (relative) enrollment to a statehvgh (relative)
enrollment appears to significantly decrease federal spending afteslibogtor the
other factors represented in the model. This finding could be considered consgitbtent
state complaints about funding formulas that punish states with high enrollment rate

(Perdue 2008; Collins and Gerber 2006; Blewett and Davern 2007), it nevertheless seems

0 Note that these models assume linearity of theeesgrs and regressands; for alternate formulations
including log-log and semilog approaches, contaetauthor.

*1 1t should be noted that given that FFP is thecstmally expected value for federal spending giF&hAP
and state spending, its expected value in thisssipn is one. An f-test of this hypothef§is39) yields a
test statistic of 5.11, yielding a rejection ofsthiypothesis at alpha=0.0%=0.0295). This is a direct result
of the inclusion of the FMAP and spending varialiethe regression. A comparable regression exuotud
the FMAP and state spending variables fails toctajee hypothesis that the coefficient value foPR&
one:f(1,41)=1.77p=0.1908.

“2In the absence of the FFP variable, both FMAPsaate spending have positive, significant coeffitie
values.
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curious, particularly since the coefficient for this variable in the fiXéects model is
significant and positive. This may merely be an artifact of the limitedrrdton

available, particularly given the employment of a population-averaged niicdel.
important to note in this model that though a very significant portion of the variation in
the dependent variable is explained by the model, neither policy variable (adults or
higher-income children enrollment dummies) is statistically sigmfid&/e thus cannot
reject the hypotheses represented above gand Hy,. In other words, the between-state
variation in federal SCHIP spending can be explained using formula factors alone;
between-state variation is not explained by the choice of whether or not to enroll non-
targeted populations in SCHIP within a stéte.

This leaves us with the question of whether federal spemdtha states is
significantly affected by the choice to enroll either adults or higher-ieadmidren. In
order to answer this question, a fixed-effects (within) regression is eegploycontrol
for time-invariant state characteristics and isolate the effetteonhdependent variables
on federal spending within the states (see table*3.2).

As before, FFP has a positive and significant relationship with the dependent federal
spending variable. The value for the FFP slope coefficient is roughly 0.9, &itelsan
shows that it is statistically indistinguishable from 1, the expected valtieefor
coefficient, in both modeld((,334) = 0.92p=0.3372 in model 1). As in the between-

effects regression, the state spending variable is negative and signfisa&xpected,

“3 Note that with an Rvalue of 0.997, only 99.7 percent of the variaiinthe model is explained despite
the presence of all formula factors, which mighelpected to yield a perfectly functional relatioips In
addition to random error in rounding and reportsmne of this error is expected due to non-matshese
spending and spending floors and ceilings.

4 An F-test rejects the hypothesis that the joint eftédhe state fixed-effects is zero at the 0.05lleve
(F(48,334) = 2.62p<0.0000). The fraction of the variance due to eassociated with panel idiosyncrasies
(rho) value is 0.8196 for the fixed-effects model.
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within-state variation in a variety of other factors important to SCHIPifignidrmulae
are significantly correlated with the dependent variable in the fixedteffeithin)
regression. These include population, tax revenue, and initial federal allotment.
Interpretation of these variables should be done with caution; SCHIP is essantially
expansion of the Medicaid program and the effect of raw state characsdfirstiuding
population and other factors) on SCHIP spending are likely mitigated by Medicaid
program characteristics within those states. For example, statdangélpopulations
may have had particular focus on enrolling children (and adults) in Medicaid prinar to t
enactment of SCHIP. This relationship is supported by the results of model 2, which
controls for number of total Medicaid beneficiaries in a state. In this model, popuat
no longer a statistically significant predictor of federal spending, thoweghdsdid
enrollment is. Therefore, the relative number of child uninsured after Mediegid m
cause state SCHIP characteristics to present in counterintuitivamtngsabsence of
child-specific Medicaid data. These variables are intended here as sdnitrthle policy
variables of interest, not as definitive estimates of the control variablasehes. These
complicated relationships are further compounded by the presence of the @b var
which, for all intents and purposes, essentially has a one-to-one explanattonseip
to the dependent variable. This too is included as a control, and is intended to insure that
the effect, if any, of the included policy variables does not represent a nmrgbus
relationship.

The intercept for the variable representing enroliment of higher-incbitdren is
statistically significant at the .05 level, and suggests that enrollmenth@rhiigcome

children is correlated with a net decrease in within-state federal funichigysuggests
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that the more higher-income children a state enrolls, the less funding they &ppe
receive from the federal government. Controlling for all other variablé®imbdel,
enrolling higher income children decreases federal spending within a\stateghly
$31.7 million. This finding may be a result of non-match-eligible spending inea stat
(which would drive the federal spending down), a lack of need among lower-income
children or smaller population of lower-income children (which would lead to a smalle
SCHIP program and thus less federal spending, though a control for enroBment i
included in the model) or programs that enroll higher-income children may cost less for
other reasons. The intercept representing enrollment of adults is only marginall
significant £=0.074) and suggests that enrollment of adults may be correlated with a net
increase in federal spending. The estimate derived from this model subgés@ving a
program that enrolls adults increases federal spending within a state by $i8r2 mil

The foregoing suggests support for further exploration of hypothegiasd
enrollment of adults does in fact appear to increase federal spending, though this finding
narrowly fails to meet the standard for reaching this conclusion definitivelged, the
consistency of the negative intercept in both the between- and fixed-effects mode
suggests that further study is merited despite the marginal sagra@ of the variable
intercept coefficient in the fixed-effects model. In contrast, theteeputsented here
suggest definitive rejection of hypothesig,Hthough enroliment of higher-income does
appear to significantly affect federal SCHIP spending within a stasegadhielation is
negative. As with the other independent variables in this analysis, howevendmsg fi

must be interpreted with caution given the intertwined relationship of the S@HIP a
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Medicaid programs. Further discussion of this finding will be engaged below andragain i

chapter 5.

Discussion

Based on the discussion above, federal spending on SCHIP within a state is
dependent on state spending behaviors and formulae Federal spending should be almost
entirely explained by state spending, the enhanced FMAP rate, and/outheratr
interaction between the two. Specifically, the FMAP/state spending itiberderm is a
variable defined in the same way that Federal Financial Participation i@&~FP)
determined? Any remaining variation would be the expected result of states that spend
their own funds on SCHIP expenditures that are ineligible for federal maie(ing
caps on administrative expenses, state-funded program expansions, etc.), possible
variations resulting from the reapportionment of unspent SCHIP funds, and meagurem
error. Indeed, a pooled linear regression of federal spending on tffeykefies anR?
value of 0.95, suggesting that a majority of the variation can be explained by structur
factors.

Though the high upper eligibility policy variable is not causing significant net
increases in SCHIP spending, the relationship between pre-existing Medicaid uppe
limits and the statutory requirement that SCHIP funds not be used to cover children

eligible for Medicaid under pre-existing state law may suggest thié thhe practice of

“5 Total spending per state dollar is structurallyieglent to state spending divided by the state
responsibility (1-FMAP). Federal Financial Partatippn is thus total spending (as derived here)spe
dollar minus reported state spending. FFP is a nmead the expected federal spending based sotely o
variation in FMAP and state spending. This varialles not have perfect correlation with the depende
federal spending variable due to spending cap® stest sharing programs, and other deviations fiem
standard matching formula.

“® TheR? rounds to 0.95 whether or not FMAP and state spgrate included as independent variables in
the pooled regression.
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enrolling higher-income children does not appear to cause significant fadedaldg
increases in state SCHIP, it nonetheless may be correlated watlprstarences that led
to higher Medicaid spending prior to the enactment of SCHIP. Medicaid funding leve
over 185 percent of FPL require federal waivers, so any state with pnegxisiid
eligibility of 200 percent of poverty or below is a state demonstrating the lsadseof
characteristics explored in this analysis regarding SCHIP. In additiaicse has been
shown to have serious fund diversion problems (GAO 2007). In chapter 4 we will move
beyond raw spending data to explore the impacts of enrollment of non-targeted
populations on enroliment of low-income children in SCHIP. It may be that states
exhibiting nominal goal conflict do not necessarily exhibit funding goal contlid it is
also possible that they do demonstrate outcome conflict.

As expected, higher enrollment (total adult and child enroliment), matchin@nate
state spending have positive effects on the actual federal spending. Though it does not
achieve statistical significance in this model, the intercept esthora¢arolling adults is
negative, suggesting that in general, adults are enrolled in stateswethspendingz=
-0.61,p=0.542); however, the actual count of adults enrolled (with the effect of enrolling
adults vs. not enrolling adults already explained by the dummy variable) has\seposit
coefficient, suggesting (as would be expected) increases in federal spendwngrjo
additional adult enrolled. This finding is significant at the 0.05 lez=.38,p=0.000).

The negative intercept coefficient on the adults variable suggests eithatiateatwith
low spending (most likely due to low child enrollments, either due to failure to enroll
eligible children or low need within the state) are more likely to enroltgdud that by

enrolling adults, federal spending in the state is reduced. Though the model itselbdoes
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suggest a causal direction, the significant increase in federal spendadpgeamal adult
enrolled suggests that the former hypothesis is most likely to be true. Thigatioseis
consistent with the assertion that states use federal money to achievevthgoabs
(reduction of uninsurance rates in the adult population or capture of more federal dollars
for state initiatives) rather than supporting the redistributive aims of tréFS@ogram
as interpreted by GAO, President Bush, and arguably the enactingtieqgisla

Estimates from the instrumental variable fixed-effects model suppaoyutdgative
conclusions of the previous models; namely, that enrollment of adults significantly
increases the federal cost of the SCHIP program within a state, evecoattelling for
total number of enrollees. In other words, a state that enrolls adults will be more
expensive than if it had not enrolled adults even after accounting for jumps in enrollment
(regardless of whether the jump in enrollment is due to adults or children) singéae
federal cost of a state program, on average, by roughly $8.2 million.

It may be that enrollment of adults is more costly than is enroliment of children.
These estimates are consistent with cost estimates provided by thensdgdbene
survey conducted by the National Conference of State Legislatures in 2000¢n whi
total monthly costs for child enrollees ranged from $50 to about $120 per month ($600 to
$1440 annually), depending on state (Oliver 2000). It may be useful to compare these
figures with cost estimates for Medicaid, from the Urban Institute angkKai
Commission on Medicaid and the Uninsured estimates based on data from Medicaid
Statistical Information System (MSIS) reports from the Center§léaticare and
Medicaid Services. These estimates put total (including Federal andctabe)

Medicaid payments per enrollee at $1,617 per child and $2,102 annually per child,
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averaging the 2005 reported state mean costs per enrollee, which ranged from $1,044 in
Louisiana to $4,155 in Maine (KFF 2008).

Variation within a state, then, has a significant impact on federal spendingodlse
that undergird state funding decisions have a direct impact on federal spending. Given
that federal spending is formula-based and not subject to federal discretigiewr re
beyond the granting of waivers by HHS, state administrative decisionth@gdals that
drive them) can derail accomplishment of the federal goal by funneling funitstes
case of reapportionment) from states that remain true to the goals adeha faogram
to those that are spending federal and state funds on an expanded set of goals driven
primarily by state interests.

The positive coefficient for the variable measuring propensity to enroll adults
suggests that enrollment of adults increases federal spending in a statdljrapifor
other factors. Conversely, the negative coefficient for the variable repngsent
enrollment of higher-income children suggests that this practice |dassal spending
within a state. Despite the attempt to overcome the issue of endogeneity, the mode
presented here do not account for the possibility of reverse causation; that yshé ma
that enrollment of adults or higher-income children is the result, not the causegrat fed
spending. Alternately, there may be some mechanism or confounding fagébr as
unaccounted for.

In the case of enrollment of higher-income children, it does not seem reastiaable t
expansion of the SCHIP program would result in lower overall spending within a state.
Given two identical states with identical enrollment of targeted childrens@amsion of

enrollment by one state to a greater number of children (i.e. expansion of thgtanget
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to include higher-income children) should yield an increase in overall spending. This
would be the case unless one of the following were true:

1. Enroliment of additional children decreased the cost per child significantly
enough that the end result was a net decrease in spending.

2. The expanded population of children is less expensive to insure and the
enrollment of members of this expanded group of children generates a repiacem
effect, essentially replacing expensive “targeted” children witldaml from the less-
expensive expansion group.

3. The higher the income level, the fewer uninsured kids there are to enroll,
causing any change in related spending to be statistically indistingl@gham no
change at all.

4, SCHIP expansions to higher income groups may be at least partially state-
funded rather than being fully subject to standard federal matches. This offset of
federal costs may result in a null finding.

Additional explanations can be derived by recognizing that correlation does not
necessarily imply causality—the negative intercept coefficient fanllement of higher
income children may be an issue of reverse causality: States with Igraipro
enrollment (and thus lower spending) are more likely to expand coverage to include other
populations of children. Reasons for low program enrollment (that would also support
expansion) may include low levels of children in poverty, or low uninsurance rates
among lower-income children (due, for example, to high pre-existing Medicailoiledig

levels and/or Medicaid expansions).
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A gualitative look at the data supports the suggestion that enrollment of high upper
enrollment limits correlate negatively with percent of children under 200 pereérdarkd
the percentage of low-income children who are uninsured. High upper SCHIP limits are
also highly correlated with high pre-existing child Medicaid limits from 1997adt, all
observations of states with a high upper SCHIP limit had 1997 Medicaid upper limits of
185 percent FPL or greater. However, inclusion of these potentially confounding
variables in the analydisdoes not substantively alter the conclusion that higher
eligibility limits and federal spending are inversely related.

Following a similar pattern of logic, it is possible that, despite effortsrtmve
issues of endogeneity from the model, the positive correlation between theshcrtve
choice to enroll adults and increased federal spending is sptftibhe.reverse causation
argument would suggest that states with high levels of federal spending arerbkely
to self-select SCHIP expansions to enroliment of adults. There are selttiainal

factors that could correlate both with federal spending and the decision to entsif*adul

" Because 1997 upper Medicaid eligibility is a timeariant variable that is dropped from the fixed-
effects model, two variables were generated antiebim its place. The first was a raw differenavizeen
the upper SCHIP limit in a given year and the 1®¥dicaid upper limit, and the second was an annual
difference in eligibility, with the first observeSICHIP upper limit subtracting the 1997 Medicaid epp
limit, and subsequent SCHIP limits subtractingphevious year’s value. Neither variable affectesl th
finding of negative correlation between federalrgfirg and expansion of SCHIP eligibility to higher
income children.

8 Another competing hypothesis that could explaghbi spending levels and the enrollment adults is a
spurious correlation due to the omitted time vdeaBecause adults were never enrolled in SCHIY poi
2001, increases in state and/or federal spendiagtove could be captured in the adult dummy végiab
To test this hypothesis, a dummy variable for olestzns occurring in 2001 or later was includedhe
model. This variable was not significant, and did substantially alter the coefficient for the adul
variable (in fact, it resulted in a slight increasehe coefficient value). Given this effect, tirae dummy
was subsequently dropped from the model.

9t is possible that expansions, both to highepine children and to adult populations, is intented
achieve improved enrollment of the target populgtigith the added benefit of providing additional
services to populations outside the target groutigd and Mann 2007). If this were the case, ineeda
federal expenditures resulting from enrollment of#targeted populations might be justifiable if tksult
were an increase in enrollment of the targeted fadipn. This topic will be further explored in thext
chapter.
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These include large populations of eligible children that might also suggest both higher
spending and higher proportions of adult population in need of services; large proportions
of targeted children who have been enrolled, which might suggest both higher spending
and lower remaining child demand; and finally, a propensity to favor public provision of
health insurance.

Expansion to either adults or higher-income children suggests a statutory
misalignment with federal goals. The reapportionment program suggestsagtibei
federal intent to redistribute funds from states that do not need help enrolling cloldren t
those that do. State desire to maximize capture of federal dollars suggestshat may
be in conflict with the intent to enroll as many low-income American children ithheal
insurance programs as possible. Enrolling a low-income child in Minnesotansibkte
the same in the eyes of the federal government as enrolling a child in NkwrYor
Alabama; however, the SCHIP authorizing statute suggests that the tpnlemaiment
might prefer enrollment of a low-income child in Alabama to a higher-inconhe iahi
New York or an adult in Minnesota.

States, on the other hand, do not share the same redistributive goals unless they are
themselves beneficiaries. Minnesota would reasonably be expected taeprefenent
of its own children or adults to enrollment of individuals in other states, particiflarly
federal dollars are attached to the public benefit.

This discrepancy in federal mandate and state execution is a principal-axgatrpr
in the most classic sense; the primary aim of the agent is to improve its atynwiille
this can initially be accomplished by pursuing the will of the principal éagplling low-

income children), circumstances arise in which the benefit of the principal drd tha
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agent may be in opposition. The evidence presented here suggests that in the case of
enrollment of adults, federal-state goal conflict in SCHIP exceedaehe appearance of
goal conflict via enrolliment of non-targeted populations, but has real-worldseffiethe
stewardship of the federal purse. Regardless of the direction of causalggrant
mechanisms linking enrollment of adults to higher federal spending within atbtate
analysis has implications for understanding the nature of the relationshibdhge
federal government and the state political and administrative bodies thaasdive

agents in grant programs such as SCHIP.

If the increase in federal spending within states that enroll adults ig aatausal
impact of administrative choices on spending and/or other outcomes, that has serious
implications for the practice of granting exception waivers to statggdgram
expansions that do not accomplish program goals. Likewise, if the effect duetsolely
self-selection of states with particular situations or characterigticluding higher
spending) to participate in administrative choices that expand servicesotinaist

practical implications for the specification of future policy.
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Chapter 4: Outcome Conflict in the State Children’s Health
Insurance Program

Introduction

Enroliment of non-targeted populations, including adults and higher-income children,
demonstrates some level of potential conflict with the purposes of SCHIP asdintline
the 1997 Balanced Budget Act (GAO 2002). Such nominal conflict, however, may be
inconsequential if it does not strain the resources allocated by the fedemaimgent in
pursuit of its goal to enroll otherwise uninsured low-income children in public health
insurance programs. A final consideration in terms of the potential goal conflict
associated with state administrative policy choices is whether or not they thieder
accomplishment of the intended outcomes sought by the federal government. It is
possible that some approaches that extend outside the statutory boundaries afha progr
may provide an innovative way of accomplishing federal goals; indeed, this is the
ostensible purpose of the waiver programs associated with Medicaid and SCHP (CM
2001). In waiver applications seeking permission to enroll adults in SCHIP, soese stat
cited a desire to improve enrollment of lower-income children by enrohigig parents
(Artiga and Mann 2007). If such extra-statutory administrative procedures achieve
outcome goals, nominal and even resource conflict may be moot—Ilost battles in a won
war. However, not all states demonstrated an explicit intent to enroll addibenal
income children by extending program benefits to non-targeted populations. Some sought
additional funds because they had been early leaders in child coverage under Medicaid

and felt it unfair that they should have limited access to federal SCHIP funidklgad
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2008; Gregoire 2008) and some purposefully sought health care coverage for populations
other than low-income children (Artiga and Mann 2007).

The empirical question to be addressed in this chapter is whether a state’sgbursuit
goals outside the explicit goals of the SCHIP program (i.e. to provide publib healt
insurance to low-income children who are ineligible for Medicaid) negatividgtahe
accomplishment of this federal goal within the state. In other words, daesremt of
higher income children (those living in families whose incomes are above 200 percent
FPL) or adults (at any income level) have an effect on the enrollment oflfedera
targeted children within a state? The impact of the state practice of myprusin-targeted
populations on accomplishment of the federal purpose of SCHIP has implications for
altering (i.e. limiting or expanding, depending on the nature of the impact)lfedera
procedures for granting waivers. If statutory goal conflict transiatesoutcome
conflict, this may prescribe engagement in tighter quasi-contractual contstédte

agents by the federal principal in the political economy of the SCHIP gragtam.

Data and methods

This set of analyses has the benefit of being divorced from the root causes of goal
conflict, instead focusing on observable preferences as expressed by thim state
administrative choices—enrollment eligibility of individuals outside the tdbjer
targeted population—that may be reasonably be expected to conflict with thetexplici
aims of the federal program. The empirical question of whether or not this coeslidts
in negative (or positive) impacts on the accomplishment of federal goals is tiseofoc
this chapter.

In terms of SCHIP program outputs, there are three dependent variablesestinte
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e Number of children enrolled in the state SCHIP program (ever in year).

e Percent of “targeted” children enrolled in the state SCHIP programewher
“targeted” is defined as children at or below 200 percent FPL who are
uninsured plus children who are enrolled in the program.

e Percent of children at or below 200 percent of FPL who are uninsured.

The first variable, number of children ever enrolled in SCHIP in a year, espses
raw enrollment and, due to the method of annual reporting be the states to HHS, does not
distinguish between low-income program enrollees and those who are higher-income
children® However, these enrollment figures do not include adults who are enrolled in
the program.

The second variable is the percent of targeted children who are enrolled in SCHIP.
The figure for “targeted” children is somewhat complicated by thelityata isolate
low-income program child enrollees from higher-income child enrollees, andsis t
constructed as the sum of low-income children who are uninsured and those who are
enrolled in the program. It is acknowledged that the term “targeted” must thus be
interpreted as those who are targeted not only by the enacting SCHIRitag(&hathis
case, low-income children who are uninsured and those who are insured under the usual
SCHIP provisions) but also higher-income children eligible for SCHIP. The ntonera
this proportion measure is number of children enrolled at any income level.

The third measure is arguably the most straightforward output measure of éhe thre
examined here: A measure of the proportion of children living at or below 200 pefrcent o
FPL who are uninsured. Because the explicit purpose of the SCHIP programoigidie pr

health insurance to low-income children, and thereby to reduce the number of uninsured

% HHS produced a template for state annual repoatsrequested data separating enrolled populatipns
income level. However, this template was eitheoimpletely filled out or ignored completely by most
states. In light of the 2007 reauthorization debdtee potential impact of SCHIP eligibility levddecame
salient. Data for enrollment by income level is navailable for 2007 and will presumably continudo
available for future years. This does not help, &éasv, with the present analysis.

89



low-income children, this measure provides a good indicator for program suctigéas wi
a state.
The independent variables of interest in this analysis represent the two tyjoes of
targeted populations that have been enrolled by states:
e Adults (including pregnant adults, parents/guardians of children, and
childless adults, depending on the specific enroliment regulations within a

state).
e Children with family incomes above 200 percent of FPL.

Each of these variables is constructed in two ways. First, dichotomous variables ar
used to indicate whether or not a state provides SCHIP coverage to the population
indicated. Coverage of the non-targeted population is coded as 1, whereas a coding of 0
indicates that the population is not eligible for coverage within a state. Tleeseims
vary both by state and year, according to the eligibility statutes ofe¢hatA second
measure for coverage adults is a count measure for number of adults ever erituted w
a state for a given year Note that some states did not cover children up to 200 percent
of FPL in some years.

The first analysis to be performed focuses on the count of children enrolled in the
SCHIP program as the dependent variable. Variables included in this model incilide tot
spending (the sum of states’ own-revenue spending and federal funding in a ttate i
given year), state wealth measured by G8Ryverty rate, and a variable measuring

percent of the total state population that is uninsured. Two population variables are

*L A second measure for child eligibility is the pamtof FPL below which any children are eligible fo
SCHIP coverage. However, given that the dependmidhle includes all children regardless of income
and the lumpiness of the SCHIP eligibility levetis did not prove to be a fruitful avenue for ditdfial
analysis.

*2|t could be argued that a more pertinent measistate wealth would be a measure of average pairson
income within the state. These variables have yngemifect correlation (correlation coefficient 0907)

and given the ubiquity of the GSP measure | sedetttis measure in order to improve comparabilitthwi
the work of other researchers.
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included, one for state population, and one for population of children living at or below
200 percent of FPP3

The total enrollment model is estimated using a fixed-effects panel del&l ¥hBor
purposes of comparison and interpretation, models are estimated with only the dummy
variables for enroliment of higher-income children and adults, with the count of &flult
any) enrolled, and with both.

The estimation of models with proportion-type dependent variables pose an
interesting estimation problem as they are bounded between 0 and 1. Consistent with
techniques proposed by Greene (2002) and Fleiss, et al. (2003), logistic transformat
was performed on these variables and they were subsequently estimated Svith GL
resolve the resultant induced heteroskedasticity. Despite the inherentlgrdifiature of
these variables, they are treated here as alternate measuresaaig¢henderlying
concept—SCHIP success—as the basic enrollment model. They provide some
improvement over the enrollment model because models predicting the output reasure
raw enrollment—rely on control variables to adjust for varying levels of neextin e
state rather than attempting to measure outcomes (net reduction in loweiokiban
uninsured) more explicitly (Heinrich 2002). These models should be considered basic
checks on the substantive conclusions of the fixed-effects models; they aremdéat

to be exhaustive models in their own right. This remains a direction for future work.

%3 This variable is omitted from the model of propamtof low-income children who are uninsured, s it
the measure used as the denominator for the depievaigable.

** This model is preferred to random-effects on tasidof the same theoretical arguments discussed in
chapter 3.

% Alternate specifications of these models includedeasure of actual SCHIP eligibility level in paaf
the dummy for limits over 200 percent FPL, but tid not have a substantive effect on the results.
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The interrelationship of SCHIP funding, enrollment, and state administrativeeshoic
raises some important questions about the direction of causality in the modelsgule
in this chapter and the previous. An initial attempt at creating a model accadanting
simultaneity and causal direction is presented in the form of 3SLS esdiofad four-
equation model predicting SCHIP child enroliment, SCHIP (total) fundingmat state,
enrollment of adults, and enrollment of higher-income children. The equation prgdicti
child enrollment is essentially identical to the models presented earlas chapter.
The equation predicting total SCHIP spending is drawn from the specification dutline
chapter 3 (omitting variables that were specific to predicting only thexdéportion of
spending). A set of state dummy variables are included as regressors in tlmgquat
predicting SCHIP funding and enroliment in order to account for fixed statéseffec

Some discussion of the specification of the instruments in the two dichotomous
endogenous policy variables is merited. Though other approaches to instrumental
variable techniques in the presence of limited endogenous variables exist, the
instrumental variable technique employed here relies merely on lineaatest Though
this approach is not strictly ideal because estimates of the instrumentddesare not
bounded between 0 and 1, this technique is nonetheless supported by Heckman (1978,
947Y° as an appropriate method, provided that a necessary shift in interpretation of the
coefficients of the instrumented variables is employed and that consistamteper
estimates are not required. In such a case, the instrumented (now continuou® variabl
represents thpropensityto enroll adults or higher-income children rather than the actual

enrollment of such.

*® The support of heckman is notable because he iddteloper of more sophisticated methods but still
maintains that the linear method is acceptable: QBEO
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All models are estimated based on a population of 49 states (all states except

Tennessee) for the eight years from 1999-2006.

Hypotheses

Despite evidence that enroliment of adults increases enrollment of childrén, goa
conflict theory operates under the hypothesis that adult enrollment, as a nominally
conflicting behavior, has the potential to yield outcome conflict. Thus, it followshba
operating hypothesis should be:

H1a Enroliment of adults will significantly decrease enrollment of children

A similar argument suggests that enrollment of higher-income children has the
potential to negatively affect enrollment of targeted children. However, we dawvet
the luxury of a variable isolating higher-income children from lower-incohnildren
enrolled in SCHIP. Therefore, due to data limitations we are unable to test #latcuyr
hypothesis that:

H1p: Enrollment of higher-income children will significantly decrease
enrollment of targeted children.

However, the high enrollment policy variable is included in these models despite its
impotence in this regard.

Despite the inability to separate higher-income child enrollees fronteédrge
enrollees, a proportion variable approach provides a potential means for overtiuming
data limitation. This yields two additional sets of hypotheses, one for each moport
dependent variable, beginning with the proportion of targeted children who are enrolled

in SCHIP:
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H.a Enroliment of adults will significantly decrease the proportion of targeted
children who are enrolled in SCHIP.

H.p: Enrollment of higher-income children will significantly decrease the
proportion of targeted children who are enrolled in SCHIP.

And for the proportion of low-income children who are uninsured:

Hsa: Enroliment of adults will significantly increase the proportion of low-
income children who are uninsured.

Hsp: Enrollment of higher-income children will significantly increase the
proportion of low-income children who are uninsured.

The four-equation 3SLS model employed at the end of this analysis is intended as a
first attempt at establishing causal relationships between the poliephksriand the
resource and outcome measures presented in chapters 3 and 4. The hope is that
employment of instrumental variable techniques will alleviate endoggmeityems that
otherwise limit causal inference in standard estimation. Based on theatl@atinal
goal conflict in enrollment of adults and/or high-income children may reswdsource
conflict and/or outcome conflict, we test the following relationships in th&38adels
(note that these hypotheses are essentially repeats of the previous leg)othes

Ha Enroliment of adults will significantly increase federal spending on
SCHIP within a state (resource conflict)

Hap: Enrollment of higher-income children will significantly increase federal
spending on SCHIP within a state (resource conflict)

H4c: Enrollment of adults will significantly decrease child SCHIP enroliment

within a state (outcome conflict)
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H4q: Enrollment of higher-income children will significantly decrease child

SCHIP enrollment within a state (outcome conflict)

Results

The models presented in table 4.1 demonstrate the cumulative effect of enrolling
adults on child enroliment (model 1), the marginal effect of each additional achllednr
(model 2) and both (model 3). The evidence from these three models summialy fai
reject hypothesis H, as all variables accounting for the enroliment of adults are both
negative and statistically significant&t0.05. The average decrease in intercept value
for child SCHIP enroliment ranges in these estimates from roughly 40,060 chil
enrolleed’ (model 1; not accounting for marginal effect of adult enrollment) to about
16,000 child enrollees (model 3; accounts for marginal effect of adult enrollment). These
intercept values must, of course, be tempered by the individual state intercepts tha
estimated in these fixed-effects models but not reported here. Estinrates fioarginal
effect of enrolling one additional adult range from about -0.7 (model 2) to -0.6. This
roughly translates to a decrease in enrollment of two children for every thrée adul
enrolled.

The dependent variable in the first set of models is a continuous raw enrollment
measure that is not directly scaled for population and thus relies on the speoifceati
functional form of the model to isolate the effects of enrollment of non-targeted

populations from the effects of state size, spending capacity, and other key fEutors

*"In a model including number of Medicaid benefiiar but excluding the year 2006 (due to data
availability at the time of estimation), this modegstimate increases in magnitude to a decreaseigiily
43,000 child enrollees. The model 3 estimate, h@nelecreases to roughly a 8,100 child decreasagth
the marginal effect estimate in model 3 increasanagnitude to a .81 child decrease for every adult
enrolled. The marginal effect in model 2 increasemagnitude to a 0.88 child decrease for everytadu
enrolled when controlling for number of Medicaichieéciaries.
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inability, due to data limitations, to isolate “non-targeted” children from tinellenent
figures limits interpretation of the effect of high upper eligibility isnon enroliment of
targeted children. As the variables are currently constructed, we would éxpetfect
of high eligibility limits on total child enrollment to be positive, as indeed it is, thoug
this variable does not achieve statistical significance in this set of snodel

The models in table 4.1 suggest that the enrollment of adults has a significant and
negative effect on the enrollment of children. This finding merits additional rsgrittis
important to note that this approach does not distinguish between the types of adults
enrolled in SCHIP; adults may be pregnant women, parents or guardians of children,
childless adults, or some combination of these three adult populations. It is reasmnable t
expect that the effect of adult enrollment on children might differ based on theftype
adults enrolled, but this information is presently unavailable in any consistenenand
thus this analysis is limited to the cumulative effect of enrollment of adults on the
enrollment of children.

The positive (albeit not statistically different from zero) intercepterhigh upper
SCHIP eligibility limit is understandable, and even predictable, givenatuweenof the
dependent variable, which counts enrollment of all children. However, in the preceding
analysis, the hypothesis that incremental increases in the upper SGQjiHitgllimit
affect enroliment rates has not been tested. Indeed, one would expect incrdases in t
SCHIP eligibility limit to positively affect enroliment rates.

Despite their apparent basis in goal conflict theory, the findings from the abeae |
regressions are somewhat curious in light of a strong body of literatusiigatrts the

enrollment of adults as a means for increasing enroliment of targeted rchildre

96



(Rosenbaum and Whittington 2007; Ku and Broaddus 2000; Dubay and Kenney 2003).
These previous studies, however, justifiably focus on proportion data as dependent
variables in their (primarily difference-in difference) analyBideed, the raw linear

model is sensitive to state-level variations despite the inclusion of contrddlearand

state fixed-effects that are intended to improve confidence in the resutterimore,

raw enrollment figures are mere outputs whereas proportion variablesttarenbeasures

for understanding outcomes.

Table 4.2 presents the fixed-effects regression of the proportion of targetedrchildr
who are enrolled on SCHIP on the same regressors employed previously. Model 1
presents estimates produced on the raw dependent variable and model 2 presents the
regression on the logistically transformed dependent variable (McDave{Lax
2004)>®

Considerably less variation is explained in these models than in the non-proportion
models above. However, in the non-transformed model, enrollment of higher-income
children and enrollment of adults both appear to increase the proportion of targeted
children who are enrolled in the program. These estimates suggest that enrollment of
higher-income children increases the proportion of enrolled targeted childrendhy
9.4 percentage points(p=0.0550), and enrollment of adults increases the proportion of

enrolled targeted children by roughly 8.6 percentage p@ntf.0020). These findings

8 GLS estimation (with dummy fixed-effects) of thogistically transformed proportion variable did not
substantively change results from estimates pratibgetreg, re, which are presented here.

*9In a model controlling for Medicaid beneficiariesyrollment of higher income-children has a smaller
positive effect, increasing proportion of enroltadgeted children by only 5.6 percentage pointshils
model, the effect of enrolling higher-income chédron enroliment of targeted children is not stiaadly
significant (t=1.02, p=0.309). In this model, efirg adults increases the proportion of enrolleddted
children by 7.24 percentage points. This findingigmificant at the .05 level (t=2.36, p=0.019).
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are consistent with previous research regarding the role of adult enrolimewbting
children.

The percent of children at or below 200 percent of FPL who are uninsured is a
relatively straightforward measure of the success of SCHIP. Unlikdraent counts,
this measure directly relates to the overarching aim of the SCHIP proghaoh is to
reduce the number of uninsured children in poverty. While enrollment rates arg clearl
tied to this aim, they are merely an output measure, whereas percent ofdoveinc
children who have insurance—from any source—is arguably a better measurgrafrpro
outcomes. This measure is not perfect; analysis using this dependent vanabte ca
describe public-private substitution effects nor can it isolate the effeSiSI8fP from
those of private insurance or public insurance from programs other than SCHIP.
However, the substantive question to be answered is not focused solely on the impact of
the SCHIP program, but rather whether or not a discernable impact of enrolling non
targeted populations can be observed. Thus, the approach to these models will be similar
to the approach used above, first by including only dummy measures for the enroliment
of non-targeted adults and/or children. Note that in the following analysis, Sesrea
the value of the dependent variable represent negative outcomes.

As in the previous proportion analysis, the enrollment of adults is associated with
program success. Table 4.3 presents the results, of the fixed-effects modetnf per
children under 200 percent of FPL who are uninsured. Model 1 suggests that enroliment

of adults significantly decreases the proportion of low-income child uninsurexiglly
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1.8 percentage poirifs(p=0.0480). Interestingly, high upper eligibility is associated with
increases in the low-income child uninsurance rate, though this finding does neéachie
statistical significancepE0.6900). This is a finding of note, however, as this is the first
model that does not suffer from the issue of including high-income child enrolltes i
measure used as the dependent variable. It is also, whether coincidentatlytioe first
model presentédin which enrollment of higher-income children may be found to have a
negative effect on outcomes.

Despite the shadows cast on the linear output model presented in table 4.1, the final
approach in this chapter returns to the output model and explores the interrelationship of
the funding model introduced in chapter 3, the output model presented in table 4.1, and
the two policy variables of interest. A simultaneous equation approach (tageeleshst-
squares) is employed to address the simultaneity issues addressed in thediscuss
portion of chapter 3 and to acknowledge the temporal interrelationships of the policy and
output variables of interest. Table 4.4 presents the results. Model 1 presents the 3SLS
regression results in the absence of state dummy variables. Models 2 and 3 employ
dummy variable fixed-effects to control for idiosyncratic error. Model 2 idiffieom
models 1 and 3 in that it omits the variable for actual count of adults enrolled in SCHIP,
leaving the dummy policy variable to account for all variation resulting faroliment
of adults. The policy variables are instrumented on a set of variables drawn from the

discussion to be presented in chapter 5.

' When controlling for Medicaid beneficiaries, teistimate lowers a decrease of 1.47 percentagespoint
and the finding is no longer statistically signéfit (t=-1.44, p=0.151). There is almost no subatant
change in this model regarding the impact of eimglhigher-income children.

%1 The author has found some other evidence to stigiighe enrollment of higher-income children may
have a negative impact on program outcomes, ththage efforts continue to be stymied by the data
limitations causing fits and starts here.
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Though the models for child enroliment and total spending achieve relativelhigh
values, the models predicting the policy variables do not fare so well. In particular
variation in the adult enrollment variable is poorly predicRa(.41 in model 1 and
0.54 in models 2 and 3). This difficulty in predicting policy adoption is discussed in
chapter 5. The model predicting high child eligibility limits is somewhat mareessful
(R?=0.85).

This set of exploratory models serves essentially one purpose: to make sompé atte
at determining the causal direction of any correlations between the antoyutput
variables. For these models, the continuous, linear output measures presented first
chapters 3 and 4 are utilized, in part because of their simplicity and in partdtoeaes
are the models in which relationships between the policy variables and outputs were
strongest. These were also the models in which causal direction was the most
guestionable.

The contrast between model 2 and model 3 with regard to enroliment of adults are
interesting; in the absence of the count variable for number of adults enrolledta) a sta
the coefficient for the adult enrollment policy intercept is negative,ressibeen in
previous models. In model 3, however, this variable shifts to a positive value, and the
count of adults enrolled variable has a negative and statistically sagni@ioefficient of
roughly -1.2, suggesting that for every additional adult enrolled in SCHIP, tibleas
fewer children enrolls. This finding is also interesting in contrast with nibdetable
4.1, in which the policy intercept is both negative and significant. This differenceenay
a favorable and more accurate representation due to the simultaneous modeling approach

or may be unfavorable bias resulting from poor instrumentation of the endogenous policy
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variable. The sensitivity of the adults policy variable to functional form arftetmeans
of measuring the concept of “enrollment success,” conclusions drawn heneuareste
However, there is at least moderate support that when SCHIP outputs are digasure
raw child enrollment, high enrollment of adults has a negative impact. Whether the polic
of enrolling adults has this impact independent of the number of adults enrolled or the
resources spent on those adults is as yet inconclusive.

The high eligibility policy variable, the coefficient of which had been positive
(though not significant) in the previous enrollment output models, is positive in the model
that does not account for state fixed-effects but negative in both models thdeincl
them. Though this finding does not achieve statistical significance0ad5, the change
in sign that appears to be due to a resolution of remaining endogeneity is worthy of note.
Greater confidence can be assigned to this finding than in the adults variahlsdotie
instruments appear to be more effective in predicting this policy variable.\dowee
same caveats regarding the questionable quality of the instruments remain.

Child and adult enroliment both have significant and positive effects on total program
spending as expected. Accounting for fixed-effects and these enrollnmenis ¢fhodel 3
in table 4.4), the adults policy variable does not appear to have an independent effect on
total spending. Having high child eligibility limits, however, has a signifiezal
positive intercept coefficienf£205.39,p=0.0300) suggesting that having a policy of
enrolling higher-income children increases total SCHIP spending independieat of
number of total children enrolled.

The coefficients for child and adult enrollment (model 3, table 4.4) suggest that for

every additional enrollee, costs increase by $1,600 and $1,500 respectively. Most
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estimates demonstrate that enrolling adults is more expensive thaingnechlldren in

health insurance programs (KFF 2008). This casts some doubt on the quality of these
estimates. This may be an artifact of the instrumentation of the adult esmohalicy

variable and may be resulting in some multicollinearity is&ti&8e figures themselves,
however, are reasonably close to estimates of cost per enrollee insaoaths

Medicaid program (KFF 2008). Regardless, the conclusion that enroliment of adults
increases federal spending within a state remains intact, though no additiormahtion

about the mechanism can be conclusively drawn from this model, except to suggest that
the number of adults enrolled, rather than the policy of enrolling adults, appeatsi¢o be
primary causal factor.

Models predicting the employment of policies that enroll non-targeted populations
SCHIP will be discussed in greater detail in chapter 5. However, the modsdatect
here do suggest that some reverse causation is at play with regard to ghayinter
between the policy variables and the output variables.

All three models estimated by 3SLS suggest positive relationships bethitkn
enrollment, total spending, and the practice of having high upper eligibilityg lifor the
models that include controls for fixed-effects, these findings are stalfigsignificant at
0.10%® This is the case even after controlling for a time-invariant “propensityable
that identifies each state that ever enrolls higher-income children1®86+2006.

Likewise, child enroliment and total spending are positive and signifieat@5)

%2 The 3SLS estimates presented in model 1 belowesiggtimates of $1000 for child enrollees in faber
spending per year and $1400 per adult. The shdbgt estimates between models 1 and 3 is a r&shié
employment of fixed state effects in the latter.

% These findings are significantat 0.05 except for the total spending variable odei 3, which has a
p-value of 0.0870.
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predictors of whether a state will enroll adults. Simultaneity is thus an tampdactor to

consider in models relating non-targeted enroliment policies and program estcom

Discussion

The State Children’s Health Insurance Program was created with g single
unambiguous objective: To provide states with enhanced means for enrolling loveincom
children in public health insurance programs. Chapter 3 discussed the financial output
consequences of state expansions to non-targeted benefit populations, and this chapter
has focused on the impacts of these expansions on enrollment of low-income children.

The findings in this chapter are very sensitive to the outcome measurement used, and
as such are somewhat inconclusive. The empirical reality in which SCHIPespisrat
complex and involves endogenous factors, group effects and data limitations that make
conclusive analysis difficult. However, the corrective techniques employbd ichapter
provide some evidence (particularly from the final model presented) to sugdest tha
enrollment of non-targeted populations has a negative correlation the enrollment of low-
income children in SCHIP. The direction of causality here is not effectigdypleshed,
however, due to the absence of child Medicaid enrollment figures to determine whether
low-income children are not enrolling in SCHIP because they are alrkgithjecfor
Medicaid.

If the purpose of SCHIP (in combination with Medicaid) is to reduce the total
percentage of low-income child uninsured within a state, this chapter presents modes
evidence to suggest that the enrollment of adults in SCHIP may actuallytlevates
of low-income child uninsurance. This finding is consistent with previous studies on

family coverage expansions. However, the same model suggests that ertroflme
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higher-income children has a positive correlation with child uninsurance ratss. T
makes sense given that there is no clear causal mechanism for enrollmgheof hi
income children positively affecting enrollment of lower-income children.

If the outcome of interest is the proportion of targeted children (including higher-
income child enrollees, low-income child enrollees and low-income uninsured children
who are enrolled in SCHIP, this chapter suggests that enrollment of adults and higher
income children have positive correlations with the outcome. This outcome measure is
however, somewhat flawed in that it includes the non-targeted population as a group of
desirable beneficiaries. This is not necessarily an interpretatiors h@nsistent with the
stated purpose of SCHIP. This outcome measure was primarily employed dwe to dat
limitations that prohibited the isolation of high-income child enrollees frons@idIP
child enrollment figures available through the Centers for Medicare anccdedi

Services (CMS).
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Chapter 5: Goal Conflict and Enroliment of Non-targ  eted
Populations

Introduction

The 2007 SCHIP reauthorization debate identified the enrollment of non-targeted
populations in the SCHIP program as a form of conflict between the goals of tsbese s
and the goals of the federal institutions that authorized SCHIP as part of éimedzhl
Budget Act of 1997 (GAO 2002). This goal conflict was of such import to the
policymaking process that it effectively prevented the reauthorization &GR2P
program and resulted in two presidential vetoes of bills passed by Congress (Bush 2007).

This chapter focuses on the prediction of state administrative decisiordimgghe
enrollment of two non-targeted populations in SCHIP: adults and higher-incomerchildre
Enroliment of either of these groups represents a manifestation of gdattdmasged on
the purpose of SCHIP stated at its inception (GAO 2002). This face conflict, however, is
further augmented by the effects of enrollment of non-targeted populations cal feder
funding patterns (resource conflict) and outcomes (outcome conflict).

Clearly, state-level characteristics affect the decisions tfsstagarding
administrative choices about the use of SCHIP funds. Some states have an ideologica
culture that supports expansion of public health insurance programs, othersuese iss
related to high rates of poverty, immigration, or both; some states have greate
administrative capacity for seeking and receiving waivers from tlegdedureaucracy,
and still others face state funding constraints that affect decisions abexptresion of

state-administered programs like SCHIP.

105



The state-level characteristics that create the environment tetletal decisions
about SCHIP administration can be classified in terms of belief, goal and elas and
may generate conflict with the federal purposes of SCHIP within a sléteatgly,
these conflicts manifest themselves in programmatic choices includiagdison to
enroll populations outside of the federal target of children living at or below 20€nperc
of FPL.

No clear patterns exist in the approval of waivers allowing states td eanel
targeted populations in SCHIf the legislative goal for SCHIP is to increase
enrollment of low-income children in health insurance programs, we could expect to see
demonstration waivers used to encourage enroliment of the target population. Ineleed, t
language of section 1115 of the Social Security Act, which grants the autbottitye f
HIFA waiver initiative, provides that exceptions to standard federal pigliagceptable
“[i]n the case of any experimental, pilot, or demonstration project which, in the judgme
of the Secretary, is likely to assist in promoting the objectives” of SCHWS(Q001).
HIFA, however, expands this objective to include more than the explicit SCHIP targe
population: “Our goal is to give governors the flexibility they need to expandaimseair
coverage to more Americans through innovative approaches” (CMS, 2001). It appears
that states that have been successful at insuring low-income children haveabeg
ways to capture and spend federal monies through enroliment of non-targeted populations
rather than redistributing them to states with lower success rates, @sdisth low
success rates are enrolling non-targeted populations despite their fadareltdow-
income children. It stands to reason that states with the lowest sucessnagtbe

motivated to find alternative means of reaching the targeted population—thusyseeki

% See discussion on this topic in chapter 2.
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demonstration waivers for innovative approaches—but neither Texas nor Florida, whose
uninsurance rates are the lowest in the country, insure adults or higher-incairendiol
improve enroliment of targeted children. Of the 16 states with low-income uninsurance
rates of 20 percent or higher, 6 insure adults and 5 insure children outside the target
population.

Nor does coverage of non-targeted populations appear to be the key to low
uninsurance rates; four of the states with among the lowest low-income uniesuranc
rates, lowa, Ohio, and West Virginia, do not use SCHIP funds to cover adults or higher-
income children.

In this chapter, we seek to use the theory presented in chapter one to derive variables
that may help to predict enroliment of non-targeted populations. As seen in chapter two,
no obvious qualitative conclusion can be drawn regarding the underlying motivations of
states to engage in these policy behaviors, though some researchers haviihgém w
take the statements of the states themselves at face value (Artigaram@00&).

In the subsequent analysis, variables operationalizing concepts of belieftcrtfie
citizen/population level, priority conflict at the legislative and institutidenel, and plan
conflict at the administrative level will be used to predict the plan vari#idé¢s
demonstrate federal-state goal conflict in this analysis. Limitechdepé variable
estimation techniques will be employed to model several outcomes related to the
enrollment of non-targeted populations in the SCHIP program. Specifically, thysiana
will attempt to predict or describe correlates of the following dependenbiesia

e Whether or not a state enrolls adults in a given year (logit)
o Whether or not a state enrolls higher-income children in a given year
(logit)

107



Goal conflict is conceptualized in these models as a latent variable that has a
significant impact on states’ decisions regarding the plan-level imptetren of SCHIP.
Goal conflict theory suggests that goal conflict may be comprised of muitg®e of
conflict that fall into three broad categories: belief conflict, priority kotfand plan
conflict (Barber et al. 1998). In the policy context, conflicts that result froxdamental
underlying citizen beliefs or the aggregation of preferences at diffierezis are defined
as contributors to belief conflict. Conflict that arises out of a prioritizationh&frassues,
projects, or programs (generally at the legislative level) over the matisociated with
SCHIP are characterized as priority conflict. SCHIP program implexentdecisions
or program specifications that may be at odds with other potential impleroantati
decisions or program specifications (generally at the administratieb e defined as
plan conflict. Thus, the latent variable for goal conflict is essentially giaadi into three
separate but intertwining latent variables. To assist in analysis, p&aap#atific types of
goal conflict at each of these three levels are identified and measuresies proposed.
These are discussed in more detail below.

The question to be answered in this analysis is whether or not state-level eatiflic
federal goals—a latent variable that cannot be directly measured but tigatdaias
potential to affect implementation of state-administered federal potan be
effectively identified and/or predicted using observable state chaséickerin other
words, can application of goal conflict theory enhance our ability to understand state
implementation of federal policy? Though substantive policy-specific findulgsesult

from this analysis, the research question goes beyond the specific SCldiFcpatext,
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with implications for federal grant programs and related issues ofjavi@mmental
management (Goggin 1986; Moe 1984; Nicholson-Crotty 2004).

The dependent variables in this analysis represent nominal goal confirct: Pla
specification decisions that explicitly conflict with the legislatiyals of SCHIP as
identified in the 1997 Balanced Budget Act and as interpreted by President Blosh in t
2007 policy statements regarding his decision to veto two separate Congressioltal SCH
reauthorization attempts. Specifically, these dependent variables ethieaiycision to
enroll populations outside of the target population of children whose family incomes are
200 percent of the federal poverty level or below. This plan specificationateasly be
made in one of two ways: enrolling higher-income children or enrolling aults.

Enroliment of adults and enrollment of higher-income children each represent a
departure by the implementing states from the stated goals of the SCHI&pragd as
such are good representatives of the goal conflict concept. These binauyesgas
however, are themselves proxies for the latent variable of goal confiefpresence of
two different policy outcomes as responses to goal conflict identify the mudtidional
nature of state-federal goal conflict; states may have beliefs andigsithat result in a
wide variety of goals that have the potential to conflict with federal iBeme state
administrative decision outcomes may be more easily predicted than otleztobasgate

characteristics and demonstrable goal conflict in other policy areas.

65

Or both.
% Not all of these goals are directly related toftbéicy as are demand for enroliment of adult ghlei-
income populations. Goals may include fiscal g¢silgh as a desire for capture of federal fundsftoers.
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A latent variable approach

The binary dependent variables representing enroliment of adults and enrollment of
higher-income children may actually be thought of as proxy measuresdot |
propensities to enroll these non-targeted populations (Von Eye and Clogg 1994;
Heckman 1978). This latent propensity may be described as a taste or preference for
enrollment of adults or higher-income children, and is among the factors thabetantri
to the larger, multi-dimensional concept of state conflict with federal gaslsuch, a
potentially significant endogeneity issue arises: The dependent vasia@dieeasure for
one dimension of the same latent variable that theoretically undergirds thdesused
to predict it. In other words, this approach uses several indirect measures tf a mul
dimensional latent variable to predict another indirect measure of the sante lat
variable. By definition, the latent variable itself cannot be directly meadstesulting in
error-term variation (caused by the latent variable) that correldtieoth the dependent
and independent variables. While this endogeneity may cause spurious correlation and
bias the coefficient values in the models presented below, the spurious correlation
resulting from capture of the latent goal conflict variable in the regressorgrove
useful: the goal is to see whether observable characteristics or deoisstaites can be
used to capture the unobservable state preferences that undergird state policy
implementation decisions. Thus, the only endogeneity issues that require resolution are
those arising from error term omitted variabd¢iser than goal conflictThat said, care
must be taken in interpretation of the following empirical models, with explicit
recognition that coefficient estimates for independent variables canngliyrhertaken at
face value, but must be interpreted as potentially being impacted by the latent

(endogenous) goal conflict concept.
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It is important to note that during the process of determining state impletinant
procedures for SCHIP and similar programs with sufficient discretion,siatéies are
weighed and prioritized (Goggin 1986). This prioritization of multiple interestslts in
simultaneous decisions regarding enrollment populations, enrollment procedures, and
other program characteristics due to the zero-sum environment in which thegepdlic
implementation decisions are made. Endogeneity therefore exists whedecogsplan-
level factors that may affect decisions regarding enrollment of norteédrgepulations,
as states may be selecting among what are essentially mutudlisirex@administrative
choices. Some delicacy in interpretation is thus required when consideringyahn-le
independent variables, as they are dually endogenous: the selection of some plan
characteristics may be the result of response to a latent set of staterpe$ and
characteristics that embody goal conflict and simultaneously represicy
implementation decisions that are structurally linked to the dependent vadablés
practical limitations. That said, the selection among policy options that are thus
structurally linked is arguably driven by state preferences and chatcsethus, goal
conflict based on those preferences and characteristics is the most itngpautae of

endogeneity even in these plan-level variables.

High Upper SCHIP Eligibility Limits
Prediction of high child SCHIP upper eligibility limits provides insight into the
potential reasoning of states regarding expansion of SCHIP eligibiligndethe stated

federal goals of the progra®hThe focus here is on state policy decisions for three

" Procedurally, states must receive approval fronSHitorder to use federal matching funds to support
programs that target children outside of the fdtieidentified range (which later expanded from the
statutory 200 percent FPL to 250 FPL, and now ithetuan institutional provision allowing upper ligit
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reasons. First, states must initiate waiver applications if exceptiens be made by the
federal administrative body. The first responsibility for the decigi@xpand eligibility
thus lies explicitly with the states. Second, federal motivations are $srmad to be
constant across states (politics and state capacities notwithstamdirggreeral
procedures and guidelines for approval of waivers are outlined in various HHS
publications. This (assumed) lack of variation shifts the type of analysiseédrom
guantitative to what would essentially be a qualitative case study of the irfiterctzon
of HHS regarding approval of SCHIP waivers, and remains a direction for fubukeév
Third, this analysis is particularly concerned with state-level gaairakent and its
effects on federal goal outcomes, rendering the state-level arthlysisost relevant for
answering the question at hand.

By the end of 2006, 14 of the 49 states in this analysis (roughly one third) were
engaged in the practice of enrolling children whose family incomes exceeded@& pe
of FPL. Of these, more than half enrolled children above the 250 percent FPL mark. Over
the eight years from 1999 to 2006, 25 percent of observations enrolled higher-income

children.

High SCHIP eligibility and Medicaid

One major factor contributing to the enrollment of higher income children was the

pre-existing child eligibility limits under Medicaid. By design, stateskarred from

within 50 points of the highest Medicaid eligibjlitate). So the question is not merely one of state
motivations, but also of the motivations of thedread administrative body.

% Some researchers have begun to question the aisartifat federal agencies respond similarly to all
states with regard to discretionary matters inclgdiistribution of federal grant monies. Politivaliables
have been shown to be significant in administratigeisionmaking that had been previously assumée to
relatively formulaic. While political and capaciriables are included in this analysis as statetle
indicators of goal alignment, | cannot effectivelye out the possibility that these indicators dasimte
political collusion between the federal agency Hmastates.

112



enrolling children in SCHIP if they were eligible for Medicaid under staites prior to
enactment of SCHIP. Prior to SCHIP, five states had child Medicaid uppdileligi
limits of 200 or above, and 21 states enrolled at least some children at 185 percent FPL or
below. 185 percent of FPL was the highest Medicaid upper eligibility limit tdatati
require a waiver from HHS under Medicaid rules. The qualitative correlatioreéet
high upper Medicaid eligibility limits and high upper SCHIP eligibilityilisns clear. All
5 of the states that had enrolled children above 185 percent FPL prior to SCHI&denroll
higher-income children in SCHIP by 2006. All 23 states that had Medicaid etigibil
limits of 150 FPL or below did not have SCHIP programs that enrolled higher-income
children by 2006. These correlations may indicate issues of goal alignmenttyGapac
need. What is more qualitatively interesting, however, is the relatively egtrdbualiion
of states that had upper Medicaid eligibility limits of 185 percent: Of thatesstL2 had
2006 upper SCHIP eligibility limits of 200 percent FPL or below, and 9 had limits above
this level.

The correlation coefficient between the binary variable for high SCHIP dligibi
levels and the variable for the highest 1997 SCHIP Medicaid eligibility,lesaiputed
over all 392 observations, is .6363. The correlation between the 1997 highest SCHIP
child Medicaid eligibility level and the 1999 SCHIP eligibility level dummy is 059%8 a
between the upper Medicaid 1997 limit and the continuous (though lumpy) SCHIP upper
limit in 1999 is 0.3700. The correlation between the 1997 highest Medicaid eligibility
level and the 2006 dummy for high SCHIP upper limit is 0.6557 and the continuous
measure in 2006 has a correlation coefficient of 0.5932. All of these correlatons a

significant at the 0.01 level. With the exception of Washington, which did not yet have a
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approved SCHIP plan, all states with high upper Medicaid child eligibilitydiaiready
had SCHIP eligibility limits above 200 percent FPL by 1999. By 2000, even Washington
had an upper SCHIP eligibility limit of 258.

The correlation between the decision to enroll higher income children and the pre-
existing level of child Medicaid coverage reflects the structuraldimom on use of
SCHIP funds to children who were previously ineligible for Medicaid. Sevetakstad
demonstration waivers under Medicaid that allowed them to enroll children above 185
percent of FPL, the highest eligibility level allowable under Medicaid in 1997 without
demonstration waivel’ This level of previous Medicaid coverage played a role in
granting SCHIP waivers to allow some states to increase their iygiibnits above the
200 percent limit and thereby access SCHIP funds for which they would otherwise have
been ineligible. The motivation to grant these waivers was ostensibly to avoid punishing
states for having had pre-existing demonstration waivers under the Medicaianprogr
that already provided coverage to the SCHIP target population. Denial of SCHIRdunds
these states due to their technical ineligibility would have been politiagbgpular.
These waivers were allowed prior to the availability of waivers undeAHIF

The relationship between the upper Medicaid child eligibility limit and SCHIP
eligibility suggests that they could easily be considered measures ahtledaent
variable for propensity to enroll higher-income children. This propensity to enroll
children at levels higher than those outlined by federal programs is cegahared

characteristic between the high child Medicaid eligibility limits in 199d the

% Tennessee, which is not included in the analysid,no upper child Medicaid eligibility limit based a
Medicaid demonstration waiver granted in 1994.

"0 Notably, 21 states had 1997 upper child Medichgibdlity limits of 185. Of these, 5 had SCHIP
eligibility limits over 200 percent FPL by 1999 a@idhad SCHIP eligibility limits over 200 percentlFBy
2006.
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successful negotiation of demonstration waivers allowing enrollment of higlwme
children in SCHIP. States with demonstration waivers in place to enroll highereancom
children in the Medicaid program (despite ostensible federal limits on upperligibi
limits) may have been responding to the same dimension of goal conflict undeaidedic
as they later expressed by having increased eligibility limits ur@eitfs’* Further, the
qualitative and structural relationship between upper child Medicaid limitSE&HIP
upper eligibility limits renders the two observables virtually indistinguokha

particularly when the SCHIP upper limit dependent variable is coded in a biaanem
(1=eligibility limit above 200 percent FPL, O=eligibility limit of 200 percentLFK®

below).

Independent Variables

Chapter one provides a framework for identifying variables that may pridistdte-
level goal elements that could lead to state implementation decisions tHat-cegither
directly or indirectly—with the federal goal of enrolling low-income @feh in SCHIP.
The three levels of goal conflict—belief, priority and plan—provide a gernarakefvork
for the identification of proxies that capture latent state-level cteairstics that might
otherwise be unobserved.

Belief conflict

Belief conflict refers to the underlying belief patterns and prefergheésnay or

may not manifest themselves in structured institutions that aggregate mreterBelief-

™ A plausible competing explanation is that thea¢esthave a desire to capture more federal funds by
increasing eligibility limits. Given that there veeno options other than increasing child eligibilitits

for accessing increased SCHIP funds prior to 20810 HIFA waivers became available), it is diffictd
distinguish between preference for child enrollmemd preference for capture of federal funds as
motivations for the goal conflict. However, the rifastations of the latent conflict are evident, dikdly

to be consistent from the Medicaid program to SCHRother competing hypothesis is that states with
greater administrative capacity are more able ¢ s@d receive waivers.
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level conflict is relatively passive; differing belief systems andiepeaces can easily
coexist among actors and only cause conflict indirectly through orderpripoties and
development of plans. In the policymaking context, belief conflict is most analtgous
the passive preferences of the citizens in a jurisdiction. In this analyse$ dosiflict is
operationalized using the citizen liberalism score developed by Berry 1808)( The
party of governor is also included (1=Democrat, O=other) as a proxy meastire for

belief status of a state.

Priority conflict

In the policymaking context, priority conflict manifests itself through tiieieng
and prioritization of multiple objectives. This ordering is primarily the respdaitgiof
elected officials, who must discern the beliefs and preferences of dhsiitaents and
act accordingly (Pagen and Shapiro 1983). This process may require prionitizatti
only of some issues above others, but also the ordering of constituencies thenaselve
elected policymakers and bureaucratic rulemakers are beholden to multipltuencies
at once (Pfeffer and Salancik 1978; Chubb and Moe 1990; Furlong 1998; Balla and
Wright 2001). Priority conflict thus occurs when one actor prioritizes issues
constituency needs in a manner that conflict with the ordering preferrettheaactor.
These priority differences do not always yield conflict; it is possiblegtharities are
sufficiently matched to allow for mutual accomplishment of differently pized goals.
However, in the zero-sum environment of intergovernmental legislative actioritypr
differences have the potential to yield direct conflict (Feldman et al. 1994)

Because the primary question of priority conflict in this analysis lies ipdtential

conflict between states and the federal legislative intent of the SCHiRaprppriority-
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level variables include percent of Congressional delegates from thehstateted in
favor of the 1997 Balanced Budget Act (the SCHIP authorizing legislation), and ¢éhe vot
to override the veto of the second SCHIP reauthorization bill. This measure isdntende
to capture discernible priority conflict that existed at the time of thel&mgin. The
reauthorization bill is the better measure of the two because it expliatigde on
SCHIP, whereas the Balanced Budget Act of 1997 included a wide variety of budgetary
provisions in several areas of federal fiscal operation.

The SCHIP program as initially conceived targets a relatively lchptetion of the
US population: low-income children without health insurance. Whether or not health
insurance coverage of this population within a state is a priority to that state—as
compared with coverage of the uninsured population as a whole or some other population
segment—is a question that may affect administrative decisions regaraibnent of
non-targeted populations. This priority conflict is operationalized by includingbles
for the percent of children at 200 percent FPL or below who are uninsured and the total
population uninsurance rate for a state.

State demand for health spending may also indicate a priority conflict. ®itites
low demand for health spending may have different preferences for the use of federal
SCHIP monies than do states with high demand for health spending. The log of health

spending is included to account for this potential variation.

Plan conflict

Plan conflict in the policymaking context is conflict in the specification mdlacy or
its implementation. More than in priority conflict, plan conflict generallyuoein a

zero-sum environment where limited resources are allocated based on setsifit
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procedures. When these procedures conflict, resolution of the conflict is generally
requires one procedure or the other to acquiesce; limited resource awaitkgitnot

allow for accomplishment of both plans at once. In the SCHIP program, plan conflict
manifests in a variety of administrative choices made by the states emmaqting the

SCHIP program. Among these decisions are the selection of upper income limits
decisions regarding the enrollment of adults, and enrollment and eligibility presedur
Enroliment of adults or higher-income children are the plan variables that form the
dependent variables in this analysis. However, additional plan-level varakelselected

by the states in implementation of SCHIP. Therefore, these other impléimenta

decisions may be expected covariates of plans that allow enrollment of noedarget
populations. The plan-level variables included in this analysis are a dummy eéoiabl

use of SCHIP funds in a Medicaid expansion program (as opposed to stand-alone SCHIP
or combination programs), a dummy variable for employment of presumptivelgiigibi

or continuous enrollment (or both), and a dummy variable for enroliment of the non-
targeted population not already entering the model as the dependent variable (in models
of adult enroliment, a dummy variable for enroliment of higher-income children is

included and vice versa).

Controls

Several variables are included in the analysis to control for a variety of importa
state-level factors that may influence decisions regarding statenmaptation decisions.
These include population, gross state product, total SCHIP spending (includired fede

and state funding),
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In addition to the controls listed above, the implementation literature suggests that
state administrative capacity influences decisions regarding ppkxyfication within
the states (Goggin 1986). In order to control for state capacity, threelesutiaye been
included: The number of days to submission of the state’s initial SCHIP proposal for
federal administrative review, the total number of days to state implenoentétihe
program, and the number of program amendments to date submitted to the federal
administrative body by a state (Goggin 1999).

It is important to note that though these variables are ostensibly included asaneas
of administrative capacity, they could also serve as potential indicatstateflevel goal
conflict. Rapid submission of a plan and/or implementation of the SCHIP program could
suggest high alignment with the intent of the program as well as high capacity
complete the administrative tasks required for submission and implementatmnise,

a high amendment count might suggest, in addition to capacity for refining program
implementation plans, jockeying by the state to overcome goal conflic wiakimizing

the acquisition of federal dollars. For models using enrollment of adults as lalevéaiad

not controlling for time otherwise), the limitation on enrollment of adults thatexki

prior to 2001 is addressed by limiting the sample only to observations occurring in or
after 2001/? For comparison purposes, the pooled logit model estimated using the time-
invariant variable for whether adults were ever enrolled in a statsoiesiimated on the

full sample of observations.

"2 Four states, Minnesota, Rhode Island, New Jees&)Wisconsin, enrolled adults in SCHIP in 200#, th
year that HIFA waivers were introduced.
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Data and methods

The data in this chapter is a balanced panel of annual observations for 49 states over
the eight years from 1999-2006. Based on the theory outlined in chapter one, it is
hypothesized that belief-level, priority-level, and plan-level variablésnpact a state’s
decision to enroll children above the 200 percent limit. While some states mayéave t
potential for goal conflict but have not expressed that conflict by enrollingrhigt@me
children to-date, it is reasonable to expect that at least those statdsevatiohgest
desire to either enroll higher-income child populations or to access additional fede
funds will have done so by the end of 2006, given that 2007 marks the statutory sunset
year for the program.

Selection among modeling approaches must focus on where the latent goetl confl
variable is observed, if at all. An ideal model would capture goal conflict in@iger
regressors while ameliorating any resultant endogeneity problesimggariom
unobserved variation in the latent variable.

The first approach to be considered is the fixed effect approach. Given ¢vantel
fixed-effects occur on both the state and time dimensions, the assumption in the
following model is that the slope coefficients are constant over individuals antuime
that the intercept values for individuals (state-level fixed-effects) Wdis results in the
following general specificatioft:

di= a1 + ZfiXie + ZyiXi +Uit

Whered; is a policy/implementation decision for a state in a given ygas,a set of

exogenous factors observed in the state/time dyala set of state dummies amds

3 The initial formulation of the fixed-effects andbsequent models for this analysis included timedi
effects, but the year-specific dummies were founbe statistically insignificant both as individsa@nd as
a set. They were therefore dropped from this foatioh.
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assumed to be random error. Thevariable may be considered, as it is here, a latent
variable representing propensity to engage in a policy or policy implenuentkgcision.
The distinction made here from previous applications is that the particularftypkcy
implementation decision is to engage in a policy action that is expresslyrgdattae
goals of the federal policy on which it is predicated.

This approach allows exploration of the relationship between exogenous factors and
the selection of policy decisions, holding state- and time-specific variatiotanbnis
many circumstances, this is a useful arrangement because stateddie®s can be
“differenced out” yielding an improvement in the efficiency in coeffitiestimates for
the set of exogenous variables. However, one problem with this approach is thignthe la
goal conflict variable (which has a significant time-invariant componsmauped with
all other time-invariant variables in a state-specific intercept.t€hs approach treats
state-level time invariant characteristics as completely idmayic whereas important
commonalities in the factors causing state-level fixed-effecisaxist across states.
Traditionally, time invariant state characteristics are seen asafrag@s variables that
cause undesirable endogeneity if relegated to the error term (thus makigdhe
effects approach appear desirable). While fixed-effects modelingtigightforward
solution to the issue of state-level fixed-effects, it does not allow forogxqiiservation
of the effect of time-invariant proxies for the latent goal conflict \éeia

One alternative approach is to explicitly measure time invariaetleta| effects, but
to do so in terms of deviations from group means. This “between-effects” approach
effectively ameliorates the problem of group correlation among state otisesy®ut

limits inference to differences between states and has no predictive vathariges that
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occur within states. In essence, this approach reduces the rich set of pootedrdatly
a collection of state averages, effectively isolating the impact welgetstate effects and
resolving the issue of differences across time. While this approach may kebfevior
some situations, it is not particularly useful in an inquiry that seeks to discerndgiadw hi
nuanced shifts in state circumstances (either within or between stapets afate policy
outcomes. If goal conflict were assumed to be solely time-invariant, vataia
comparison would be moot and a between-effects approach would be favorable.
However, some variables that change over time are (at least thebyjeitncpbrtant
components of the latent goal conflict concept. A fundamental component of this query
asks, “why would a state that previously did not engage in a particular poliegyacti
later choose to do so0?” Given that in the between-effects approach variabtdstiops
over time are essentially reduced to averages, this is also not an ideakpemietation.
The random-effects approach, generally a matrix-weighted averdge pfavious
two approaches, is a favorable solution in analysis of many policy decisiongtifiagy
assumption of this model is that the effects observed at the state level iaréanbt
fixed, but rather manifestations of a latent random variable. For the randectseffodel
to apply, we must assume that the state-level effects are merely randatiode\from a
single fixed (mean) intercept value. This assumes that state-levelatinses represent
random selections from a larger population of state-level observation. Though this may
not be true in the sense that the states themselves are selected freansatagie, but is
true in the sense that the decisions, actions, and characteristics in eatdvetat
observation are just one of a potentially infinite set of such manifestatioagdlife

1944 from baltagi). State-level deviation from this mean intercept value can éeedll
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in an error terma;, and this error is grouped with thgerror term to yield the combined
errorwi.. While state-level error can be conceptualized as a random variable, it is the
assumption of this analysis that some important time invariant idiosyniaetiocs that
may otherwise be embedded in therror term (and thus th; error term) are in fact
correlated with the dependent variable. These fixed state-level effastsherefore be
explicitly included in the model in order to ameliorate, as much as possible, the
endogeneity issue. The challenge is that the particular fixed state-l@atlief§uestion

is a component of the latent variable (the concept of “goal conflict”) and thus dannot
directly measured. This latent variable is also likely to be correlatbdatvieast some of
the independent variables in the model. This presents the same problem for the random-
effects model that it would for the pooled model: inefficiency in the coeffiegimates.
The random-effects model, however, relies on strict exogeneity of tressegs, a
condition that cannot be met. In the case of correlation between the err@antbtire
regressor(s), bias in the estimates may also result.

Though the fixed state-effects model is inappropriate for this inquiry bedalsesi
not provide the substantive information we seek, this model nonetheless provides a useful
comparison.

What is sought here is a more nuanced approach in order to capture the important
state-level characteristics—including seemingly idiosyncratiee-invariant goals and
preferences as well as state characteristics that may chamger®+ethat have
important impacts on the policy implementation decisions of states. It ihalsatent of
this analysis to determine whether any such idiosyncrasies represenableserv

characteristics that exist in multiple states and impact policyasimih different state
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contexts. Such an aim clearly cannot embrace a methodology that merely lustge-al
level characteristics into a single variable as does fixed-effeatieling, nor is a
between-effects approach entirely appropriate because it limits withte inference.

Formulating the problem as a standard random-effects mbdel:

dir=ap + Zfixie + [2&i + Ui]

The summation term for the group error recognizes that deviations from the mea
state intercept are really a sum of latent variables and true randomatieoted together
in the error term. Expanding out the components of this error term to represent the three
components of goal conflict (belief, priority and plan conflict) and allowing for it
time-invariant confounding variables (other) in addition to the purely random group error
component, we have:

dii= a2 + 2fiXit + [eivelieft €ipriority T Eiplan * Eiother T & + Uit]

In this model, we can see that components oftheerm (which includes latent goal
conflict variables) may be expected to correlate with the dependent variaixé (sva
policy expression or potential outcome of goal conflict). It is also rebt®tmexpect
the possibility of correlation between components of this error term and components of
the 2pix; regressor term. By selecting proxies intended to explicitly capture tagimar
from belief, priority and plan-level conflict as well as important timeariant
confounding variables, this model becomes:

di= a3 + ZfiXit + YiXivelieft YiXipriority + ¥iXiplan T iXi other T [&i +Uit]

™ Note the changing subscript on the regressiontanhs Though a discussion of the intercept term is not
included here, it is nonetheless useful to notettie@nature of the regression constant changéseaith
specification. For the sake of simplicity | haveretg collected the various components of the conidta
each specification into a single regression constan
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This model is preferable to the previous because it reduces endogeneity while
simultaneously capturing the latent goal conflict variable in observableunesa
Collapsing the time-invariant state characteristics into a singlectadléerm and making
the substitution ofy; for ¢ +u;; in the random-effects model, we obt&in:

di= a3 + ZfiXie + 2yiXi + Wit

Thus the primary modeling approach used here is a combination of approaches
yielding a mixed-model approach. State fixed-effects are divided amang t
components, a random-effects component and a latent variable component captured
primarily by time-invariant proxie€

The dichotomous nature of the dependent variable (enroliment of non-targeted
population, 1; otherwise, 0) further complicates issues; though linear methods of
estimating latent variable models produce a workable solution to the limited dependent
variable problem (Heckman 1978), it is nonetheless preferable to employtiestima
methods that account for the nature of limited dependent variables. This class of
models/estimation techniques is widely used explicitly to deal with the asdatent
dependent variables (Long 1997; Von Eye and Clogg 1994; Heckman 1978). While a
mixed-effect logit model procedure does exist, it is computationally dengadd our
sample does not meet the requirements for convergence. Therefore, we wéldecidl
issue separately and draw what conclusions we may given the assumptions and

limitations of each functional form.

S Note that any error resulting from the failuretiué proxy variables to fully capture the latentlgoa
conflict variable is now collected in thgcomponent of they;, term.

® The time-invariant variables included in this ectied term that correspond to theherterm from
above but that do not represent goal conflict cptecare variables intended to capture potentially
confounding variables that would otherwise causthén endogeneity issues.
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The mixed-effects models estimated here will executed usingrtiiged command
in STATA 10. The dependent variables will be measures of, first, enroliment of any
children with family incomes above 200 percent of poverty and second (enrollment of
higher-income children, 1; otherwise, 0), and enroliment of any adults (ermolrine
adults, 1; otherwise, Gf.These models will be compared with comparable mixed-effects
models estimating the (relatively) continuous measures for actual S(ige? eligibility
limit and number of adults enrolled.

Logit comparison models are estimated for the binary dependent variablessdn t
models, standard errors are estimated using a clustered sandwickoestetexing the
assumption of independence within clusters (states) but maintaining the assumption of
independence between clustété second set of pooled logit models is estimated with
dependent variables coded explicitly for the latent, time-invariant propeéostyoll
adults (if adults were ever enrolled from 1999-2007, 1; otherwise, 0) or higher-income
children (if higher-income children were ever enrolled from 1999-2007, 1; otherwise,
O).79

This second pooled comparison approach shifts the focus of the dependent variable
away from a time-sensitive variable that captures only the explicifessation of the

goal conflict policy to a measure that captures the presence of the latetyingdgal

""Models predicting time-variant dependent varialpégated to enrollment of adults are limited to tinee
period from 2001 to 2006 because prior to HIFApdment of adults in SCHIP was prohibited. The time
invariant dependent variable measuring whethertgddre ever enrolled in the period from 1999-2006,
however, is estimated on the full sample.

8 This is accomplished by using thee (cluster,clusterva) option for thdogit command.

" Note that because these latter formulations oti#fendent variables are time invariant, the random
effects formulation would be invalid for these degent variables. Therefore, only the pooled conspari
models are estimated for these dependent varidRéaslom-effects estimation of the time variant bina
dependent variables are available upon request.

126



conflict variable if it is ever observed. The dependent variable in this approhab & t
characteristic of the state rather than its policy in a given year.

Included in all models are various measures of belief-level statengledtors,
including the citizen liberalism score, governor party affiliation, and the stahsurance
and poverty rates. State capacity variables include total days to initidPSeéposal
submission, total days to SCHIP program implementation, number of waiver appbcat
submitted to date. Plan-level variables include dummies for whether or ntdtthe s
enrolls adults, whether or not the state employs continuous enrollment or presumptive
eligibility, type of SCHIP plan (Medicaid or other). Controls include the highest pr
existing Medicaid eligibility level, two population variables (state populatneh a
population of children living at or below 200 percent FPL), a state wealth variable

measuring GSP, and a measure of total SCHIP spending (state and federal).

Results

The two mixed-effects regression models of the highest SCHIP child ktygibmit
in a given year (table 5.1) are remarkably similar despite the exclasihe 1997
Medicaid upper child eligibility limit from model 2. The fact that the mixeeetb
model appears to somewhat mitigate the effects of omitted variable bias indnsdel
useful because not all policies have immediate predecessors on which to base
expectations about implementation. Thus, the relative similarity of the mskis
absent the additional explanatory power provided by the Medicaid upper limit variable
increases confidence that policy predictive modeling has the potential to provigde use

predictions even when no immediately related policy information exists.
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Six variables are significant predictors (other than Medicaid upper binithe upper
SCHIP limit in a given year: Liberalism, Medicaid type, continuous or presuenpt
eligibility, amendments, low-income child uninsurance rate, and state tax revenue pe
capita. The relationships of these factors to the dependent variable are netadway
expected based on goal conflict theory, suggesting some alternative catlsahisras
between the variables. Citizen liberalism, for example, was expected to pasiize
relationship with SCHIP upper limits, as liberalism is associated witmeiqraof
government programs and championing of public social welfare programs iulaartic
This variable, however, is negatively correlated with high upper eligibiityd (5=-
0.5065,p=0.0410)%°

Having continuous enrollment or presumptive eligibility practices negatively
correlates with the dependent variatfle {31.24,p=0.0060), which suggests either that
there is some substitution effect between policy options for enrolling childteator
states seeking higher enroliment of targeted children employ a difssteot policy
techniques than states that are pursuing other goals. It is instructive tobatdtefore
granting some types of SCHIP waivers to states, the federal governongntsehat a
set of implementation practices, selected from a variety of options includisgmptive
eligibility and continuous enrollment, must first be employed. It comes as unprase,
then, that the relationship between high upper eligibility limits and these polionsji
not positive.

The Medicaid-type SCHIP program has a strong negative correlation with uppe
SCHIP eligibility limits (6=-34.46,p<0.0000). This is likely a structural artifact of the

rules governing various types of SCHIP programs, and suggests that states lsga

8 values are reported for model 1 in table 5.1..
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upper SCHIP eligibility limits are less likely to specify their preogs as Medicaid
expansions. Medicaid expansion SCHIP programs are subject to Medicaid provisions in
order to be eligible for SCHIP funds, and are required to be budget-neutrabwher
SCHIP expansions need only be allotment-neutral (CMS 2007).

The number of SCHIP amendments filed to date has a positive, significant
relationship with upper SCHIP eligibility limip€2.105,p=0.0300). There are two
potential explanations for this finding. The first is based on the argument tleat\sithn
greater conflict with the federal goal will seek to alter their progaa much and as often
as possible in order to best achieve state goals. The second is a cagamgnar
suggesting that states with greater administrative capacity ardikabyeo find ways of
accessing greater federal funds or achieving waivers to standard fealenal Both
explanations are likely true, though additional qualitative inquiry would be useful in
bearing this question out.

Low-income child uninsurance rate and state tax revenue per capita both also
significantly correlate with the upper SCHIP eligibility limit. The piee correlation of
per capita tax revenug<21.26,p<0.0000) suggests that wealthier states are more likely
to expand their programs to higher-income children, which makes sense given that
SCHIP is a matching program and fiscal capacity of the statesrang $ctor in
whether or not they are able to access funds. States willing to expand enroliment
populations would also be expected to have the revenue necessary to fund those
expansions.

A shift in focus from the raw upper SCHIP eligibility limits to expli@téis on

whether or not states have SCHIP eligibility limits above 200 percent alights the
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continued importance of the continuous enroliment/presumptive eligibilityblarsed

the amendment count (see table 5.2). As before, the former is negatively reflated w
high eligibility limits (6=-0.1913,p=0.0560) and the latter is positively related
(#=0.0200,p=0.0010). Outside of the significance of the 1997 Medicaid upper eligibility
variable, these are the only variables that have significant impacts on both theaasti
and dichotomous (“propensity”) upper SCHIP eligibility variables.

Two additional variables appear to be significant in predicting whether orstatea
will engage in enrollment of higher-income children: Party of governor are mieof
Congressional representatives from a state voting in support of SCHIP rezattbiori

Controlling for state effects through the mixed-effects regression, ha\regnocrat
governor appears to significantly decrease the propensity of a state tdgyher-
income childrenf£=-0.0455 p=0.0100). Two possible explanations are that governors
who are Democrats prefer to focus state dollars on enroliment of lower-intdarerc
(as opposed to expanding programs to benefit higher-income children, which may be
seen as providing benefits to higher-income families at the expense of poadliesjamn
that Republican governors have greater interest in capturing federas dolktader to
decrease state tax burdens. Qualitative analysis of the policy positiongeai@s over
this time period would prove an interesting avenue for future research.

The positive and significant relationship of state support for SCHIP reautimriza
and the propensity to enroll non-targeted childgea (0035,p=0.0670) is interesting in
the principal-agent goal conflict context. Does the support for SCHIP reautlorizat
represent fixed state preferences that manifest both as support for reatitimoaize

expansion of the program, or is support of the program contingent upon expanded support
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and the presence of additional funds for enroliment of higher-income child population
within these states? As with the influence of governors, the precise cagbanmsen
remains to be explored.

The mixed-effects linear regression approach has the advantage of beitay ab
include time-invariant effects while also accounting for residual &abeip) error.
However, this method of estimating a dichotomous dependent variable is also subject to
estimation issues even when the predicted dependent variable is interpreted as a
propensity. Though the ideal functional form in this case exists, it is unavadahis t
analysis due to practical concerns. However, it seems only responsible tarepor
comparison model in which the limited nature of the dependent variable is accounted for.
To this end, random-effects logistic regression is employed and the repatteddan
table 5.3. Model 1 in table 5.3 presents, as before, the full model including 1997 child
Medicaid eligibility; model 2 omits this variable. Whereas in the previous ntbdel
variable omission was somewhat mitigated by the estimation approach,nbighe
case here. In the logistic regression, the coefficient values, inclsiding, vary
significantly between models and hypothesis tests yield wildly varysdtse Model 1,
however, produces some results that are at least comparable enough wighrithespr
models to discus¥.

As before, continuous enrollment/presumptive eligibility has a significaht a
negative correlation with the policy of enrolling high-income children. Having a

Medicaid-type SCHIP program is also negatively correlated with thendepevariable.

81| will not, however, interpret the control variablthat are intended to account for measurable-ktag!
variation, including population, GSP, uninsuranod poverty rates, etc.
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This model does, however, suggest significant relationships between time to first
SCHIP program submission and time to SCHIP implementation and high upper SCHIP
eligibility limits. Specifically, this model suggests that the faststiage submits its
application for program approval, the more likely it is to enroll higher-incomdrehil
On the other hand, the faster it actually implements its SCHIP program,shi&désit
is to enroll higher-income children. Though both plan submission and implementation
could be interpreted as capacity variables, the expectation under a capgaaitgnt
would suggest that faster submission and faster implementation, both suggestiag gr
capacity, would be correlated with increased likelihood of enrolling higher-icom
children. The goal conflict argument, on the other hand, would predict faster submission
(in order to access federal funds as rapidly as possible) but would also be congistent w
delays in implementation, particularly if those delays are assdordth amendment of
SCHIP plans in pursuit of their own goals.

A mixed-effects approach to the estimation of a model predicting a latent
(dichotomous) variable indicating enroliment of adults suggests that some afitee s
factors affecting the policy choice to enroll high-income children alsoafiact
decisions regarding enrollment of adults (see table 5.4). However, not all of these
variables have the same effects for prediction of the two policies. lmegtgsthe
logistic regression approach to predicting enrollment of adults yields goatitative
findings that are similar to the mixed-effects approach, unlike the moddistprg
upper SCHIP eligibility limits.

The mixed-effects regression of the adult enrollment policy variable stsgipat

having a Democrat governor increases the propensity to enroll a3 97,
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p=0.0040), that rapid SCHIP plan submission increases the propensity to enroll adults
(#=-0.0011,p=0.0006), and that the number of amendments filed to date also has a
positive correlation with the dependent varialge(.0261 p=0.0160). As with
enrollment of higher-income children, having a Medicaid expansion-typeFSCHI
program decreases the propensity to enroll adgrt€(1848,p=0.0060).

The random effects logistic regression model presented in table 5.5 supports the
conclusion that having a rapid submission time and number of amendments filedancrea
the likelihood of enrolling adults. However, none of the other goal conflict-related

variables appear to have an effect in the logistic regression model.

Discussion

Overall, prediction of the propensity of states to enroll higher-income children wa
more successful using the goal conflict proxies than was prediction of the ptgppensi
enroll adults. This was true even in the absence of the 1997 Medicaid eligibiléigleari
One possible explanation for the difference in the success of these modelsito expla
variation in these policy variables is the multifaceted nature of the ennblbhadults in
SCHIP. Not all adult SCHIP enrollees are the same, nor does enrollmenteofjtbeps
of adults achieve the same aims; enrollment of pregnant women may be considered a
extension of child eligibility benefits to the unborn. Enrollment of parents has been
shown to improve enrollment patterns and outcomes for their children. Enrollment of
adults who are not parents, however, demonstrates an extension of SCHIP benefits
significantly beyond the child population. The absence of discrimination between these
adult populations is a major potential confounding factor in an analysis focused on the

goals of SCHIP.
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Two variables consistently appeared as significant predictors of SAbileliey
levels. Being a Medicaid expansion program significantly decreasdiédehlieood of
having a higher upper SCHIP eligibility limit in both the continuous mixed:effimodel
and the logit model predicting upper limits above 200 percent FPL. This may be an
artifact of the rules governing Medicaid and section 1115 waivers, which require
expansion programs to adhere to Medicaid regulations and also to be budget neutral.
Budget neutrality is a significant requirement to consider when the objectovexpand
coverage eligibility. For SCHIP-only or combination programs, waiver-bagethsions
are only required to be allotment-neutral. Because states have no direct comttioéiove
allotments—which are derived based on apportionment formulas—“allotment ngutralit
has virtually no real meaning, and can be easily demonstrated. A selection psoblem
thus likely in effect: States with preferences for expanding eligilali¢ less likely to
select Medicaid expansion as the SCHIP format. Some states change Hiooongtt t
amendments to their original SCHIP plans. Programs wishing to apply for section 1115
waivers may thus also change their SCHIP type designation in order to seleot a s
rules more amenable to enrollment of non-targeted populations.

A second plan-level variable consistently demonstrated a negative relationship wi
the propensity to expand eligibility to higher-income children. The emplotyafe
continuous enrolliment or presumptive eligibility appears to have some kind of
substitutive relationship with the enrollment of higher-income children. The proven
success in these implementation procedures in increasing enrollment cfdangédren
suggests that states whose primary goal is enrolling more low-indoldesn in SCHIP

engage in these procedures, whereas states that—for whatever reason—exgi@ndo
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coverage to include higher-income children are less likely to use these teshnique
improve enroliment of low-income children. This is a particularly surprisisgltren that
the guidelines describing the burden of proof required of states seeking section 1115
expansion waivers suggests, among other options, that employment of continuous
enrollment or presumptive eligibility are means of demonstrating treésstddligation to
target low-income children before expansion populations.

Belief-level goal conflict variables yielded inconsistent and sonesticonflicting
results in the three sets of upper eligibility models. Citizen liberalism hadative
relationship with the continuous upper eligibility variable, suggesting thatahe m
liberal the citizenry, the lower the upper SCHIP eligibility limit. 8hd focus to
propensity to enroll children above 200 percent FPL, however, showed a positive and
significant relationship with enroliment of higher-income children. These mbdatied
state-level variation through employment of random-effects, and in the lodélrthat
did not control for state effects, liberalism had no discernable effect on the prppens
enroll higher-income children.

Though the citizen liberalism belief-level variable was not statitisajnificant in
either of the adult enrollment models, the presence of a Democrat governor was
significant in both. As with enrollment of higher-income children, rapid submission of
SCHIP plans and more plan amendments both had positive relationships with expansion
to non-targeted populations. This compounds questions about the meaning and
interpretation of these variables—what is the relationship between admivestrat
capacity and goal conflict? Will states with the capacity to seek adalitiederal funds

or expansions always do so, simply because they have the ability, or are ageneies m

135



directly beholden to the political entities that purport to oversee them? The gadynpfe
the principal-agent relationships muddies the waters regarding administiaaeity,
because it is unclear on whose behalf this enhanced capacity is being emphiy/edaT

guestion that may be answered in future qualitative research endeavors.
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Chapter 6: Conclusion and Future Directions

Authors from multiple disciplinary frameworks agree that goal confligtspéarole in
intergovernmental implementation of public programs. The prominent role of goal
conflict in the rhetoric of the SCHIP authorization makes goal conflict péatlg visible
in the SCHIP policy context and demonstratesinal conflict Inasmuch as the role of
goal conflict has a significant and empirically observable effect onlstaté
implementation decisions and has the potential to impact spending patsmsd¢e
conflict) and program outputs and outcomeast¢ome confligt focus on this single
policy though the composite lens of multiple frameworks allows for refinement of
measurement issues that have previously been barriers to empiricalsaoblys
important concept.

The foregoing analysis demonstrates that evidence of goal conflict and vensiah
in public programs is neither straightforward nor simple. Even goal confligbiogaam
with a relatively unambiguous, single goal—like SCHIP—is difficult to sss€he
approach to identifying the three primary components of goal conflict (nonesaljnce,
and outcome), however, demonstrates that goal conflict analysis can be ¢tedsirac
manner that is both instructive and useful.

Programs and policies can be assessed for their nominal conflict with thefams
elected principal, and this nominal conflict yields important fodder for publiodiise
and debate. For a more quantitative approach, goal conflict can be analyzetsiofter
the financial impact of goal conflict, yielding conclusions about programs ang polic

choices that may impact interactions between government principals and agethg,. Fi
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programs and policies can be assessed in terms of their achievement ofslod tieal
principal.

Outcome conflict analysis should be undertaken with care and attention, however, as
conclusions can be highly sensitive to the outcome measures used. Furthermore, it is
often the nature of public goals to be ambiguous, immeasurable, and/or difficult to
accomplish, so a lesser public outcome achieved by a public agent may not ibtiisputa
identify goal conflict or poor policy. Thus, it is best to undertake all three comsooient
goal conflict analysis and carefully examine the results before makiagping claims or
significantly altering policy on the grounds of goal conflict.

The research proposed here has implications both for the development of theory in
various frameworks that rely on concepts of goal conflict, and has more eoncret
implications regarding the practice of using federal grants to the atagepolicy tool.

Carefully constructed analysis of goal conflict in a single context bouedtant
intergovernmental institutions provides a prototype for similar analysigar policy
areas and opens the door for careful comparison across policy contexts and env&ronment
In a similar vein, the selection of a program that lies comfortably within theypellm
previously explored by scholars of implementation and intergovernmentabmslat
allows this work to build tidily on the work that has gone before.

This research endeavor has borrowed concepts related to goal conflict and
intergovernmental relations from several theoretical frameworkspiagt multiple
disciplines. Theory derived from the principal-agent paradigm and its politicabeny
counterpart has been employed as a framework for understanding the waysin whic

hierarchical relationships have the potential to affect the set of goals antivelsj¢hat
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are pursued in the policy realm. Intergovernmental theory has provided ataahtex
framework for the application of principal-agent concepts to issues faced in @feder
state administrative setting. Finally, theory derived from work in systemalysis has
provided an operational framework for understanding the underpinnings of goal conflict
in terms of belief, priority and plan conflict.

The concepts derived and borrowed from these frameworks were then applied to
identify and describe the potential loci for conflict in a particular stdtainistered
federal policy: The State Child Health Insurance Program. The statedwab@cECHIP
is “to provide funds to States to enable them to initiate and expand the provision of child
health assistance to uninsured, low-income children in an effective and effnganer
that is coordinated with other sources of health benefits coverage for chfitiFederal
motivations are here assumed to be constant across states (politics arapsiztes
notwithstanding) and general procedures and guidelines for approval of waevers ar
outlined in various HHS publications. This (assumed) lack of variation shifts theftype
analysis required to quantitative (with variation only at the state |&oeeh) what would
essentially be a qualitative case study of the internal function of Hi#sdiag approval
of SCHIP waivers if federal motivations were assumed to be fluid.

This program was selected for analysis because it operates in an intergavatnm
(federal-state) context, and has not only the potential for goal conflict basedon the
but is a program in which this goal conflict has actually manifested through policy
choices exhibiting nominal goal conflict (i.e. waivers allowing enrolinoémon-targeted
populations) and this conflict presented legitimate challenges for thesstiddeture of

the program by causing gridlock between the federal legislative and exdorgnches

82 Social Security Act Sec. 21012 U.S.C. 13974a
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during the 2007 SCHIP reauthorization attempts. This conflict was further categlic
by the role of states both as constituencies and agents of the federal gowefinse
manifestation of theoretical problems in the real world suggests that the thesepted
here is more than a mere academic exercise, and could potentially leachzmmems or
policy tools that could improve the design and administration of intergovernmental
policy.

Three sets of goals exist in the policies and procedures surrounding the SCHIP
program. The first is the set of goals identified by SCHIP legislatseif,iidentifying the
target population for that program as children with household incomes at or below 200
percent FPL. The second is the 1115 waiver option of the Social Security Act, expanded
by HHA via the HIFA program to include both Medicaid and SCHIP funds. The
identified target population for HIFA is also people at or below household incomes of
200 percent FPL or below, but as the primary goal of the 1115 waiver/HIFA program is
to encourage state-level innovation, the target population takes a backseatgo test
unproven measures. The third conflicting message comes from the federal funding
formulas for the SCHIP program. The FMAP formula provides fewer funds to aiisites
lower percentages of uninsured children, leaving states with less funds to fimance
children already enrolled in the public SCHIP and/or Medicaid programs. urfdsfy
structure could be interpreted as a “weaning” of states from federal funds, emogurag
increases in state SCHIP spending in order to prevent shortfalls or enrdlieezes.

The state administrative policy choices identified in this researapassenting nominal
goal conflict—the practice of enrolling adults and children who are outsidergjes ta

population for which SCHIP was designed—has been evaluated in terms of resource
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conflict and outcome conflict in addition to the nominal conflict described by gogernor
legislators and other actors during the reauthorization debate. Enrollmenter-hig
income children and of adults was examined in terms of fiscal impact on thd federa
government and impact on various measures of program success including enroliment of
low-income children in SCHIP. Enrollment of adults was found to increase fedstsl ¢
within a state (federal funding formulas notwithstanding). Analysis in endphowed
that rules governing the fiscal impact of enrollment expansions significfected the
choice to engage (or not engage) in these activities.

In examining the effect of enrollment of non-targeted populations on federal spending
between and within states, the analysis presented in chapter 3 demonstratbdehat
formula factors—not enrollment choices—drive federal spending between states
enrollment of adults increases spending within states and enrollment of higheeincom
children appears to decrease spending within states, even after controlling ther iofim
Medicaid beneficiaries within a state. This suggests that nominal goaktaoloffis not
necessarily lead to resource conflict in all cases. In other words, prstgtam can
operate outside the bounds of what appears to be its federal statutory limitaticng wi
necessarily increasing cost to the federal taxpayer.

Like with resource conflict, outcome conflict does not necessarily follow from nbmina
conflict. In the fixed-effects models estimating the effects ablenent of adults and
higher-income children on enrollment of targeted children, enroliment of acasdts w
consistently found to negatively impact enroliment and enrollment of higher-income
children was found to improve enroliment of targeted children. When low-income child

uninsurance rates are considered, enrollment of adults in SCHIP appearsrtthiow
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percentage of low-income children who are uninsured, though enrollment of higher-
income children had a negative effect in this model. Additionally, once the inherent
endogeneity issues were addressed in a three-stage model, the positive efiedlieg e
higher-income children that had appeared in the fixed-effects models no lppgared
conclusive. The inability to separate higher-income child enrollees frermlmome

child enrollees renders outcome analysis inconclusive. Claims regardimgpiéet iof
adult enrolliment on child outcomes is also tempered by the multiplicity of adult
populations enrolled in SCHIP—including pregnant women, parents of eligible children,
and childless adults. Data and modeling issues inherent to the SCHIP policy context
exacerbated incongruities in the findings and rendered much of the analgscusove.
However, the possibility of negative impacts cannot be ruled out by this analysi
Regardless of the role of enrollment of non-targeted populations in affecliergife
spending and accomplishment of federal goals, the mere appearance of gaal confli
based on these policy actions was a major cause for debate and consternation during the
2007 SCHIP reauthorization attempts. This demonstrates the power of nominal goal
conflict in affecting intergovernmental policymaking and administratiors $hggests
that goal conflict, particularly in state-administered federal progyas still a viable
avenue for additional theory development and future empirical analysis. Othearpsog
with similar administrative profiles (including Medicaid, Community Develeptn

Block Grants, and other intergovernmental initiatives) may provide useful foils for
discerning the mechanisms of intergovernmental administration thairarean and

those that are unique to the SCHIP context.
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Chapter 5 focused on enrollment of adults and enroliment of higher-income children as
evidence of nominal conflict and sought to apply theory from the operational framework
for goal conflict in multi-actor systems in order to uncover correlates sé thelicy

choices that might have been used to predict state behaviors. Belief and pliah conf
variables, in addition to capacity variables, were shown to be significant preaictors
these state policy choices even after controlling for state (randomisetiacollment of
higher-income children was modeled with better fit than was enrolimedutisaThis

may have been because adults were not distinguished based on parental status in the
analysis—previous research suggests that enrollment of pregnant women argdgarent
eligible children improves child enrollment rates, whereas no such evidestefexithe
enrollment of adults who are not parents. It is reasonable to surmise, then, thategrroll
of adults may be manifestations of very divergent state goals—some alighdddeiral

aims and some not.

The conceptual and contextual frameworks have also been useful in understanding the
SCHIP reauthorization conflict. Though federal agencies are ostensibiyeasien of

the executive branch and thus the presidency, it is clear from the waingngra

behavior of the Department of Health and Human Services until August of 2007—and
the subsequent statements from President Bush suggesting that this beravior wa
inconsistent with federal (Congressional and Presidential) goals forapeapr—that the
principal-agent problem is alive and well in the executive branch. Alternatelying

HHS as an extension of Congress, the HIFA waiver program initiated by Hiy®en

seen as a means of bypassing the objections of the President and achieving the true

preferences of Congress without being subject to the veto power of the Presithent. If
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expressed intent of Congress, to insure children living at or below 200 percent of FPL, is
merely an expression of a compromise reached between the legislativeeantivex
branches, then the HIFA program may be seen as a more true expression of thefwishe
congress.

Alternately, based on the discussion in chapter 1, the federal HHS agency may bs se
a partner with state agencies in a “fourth branch” of government view, in which the
agencies collude together to pursue their own set of interests until checked lbyhene o
other branches. These checks could come from Congress, through legislationmgandati
firm limits on coverage or removing the 1115 allowances from the Socialitye&ci; or
from the president, who could exert his authority by selecting new appointees wéo mor
closely share his vision—whose goals are more aligned—for the SCHIRupro@iven

the debate surrounding the reauthorization of SCHIP, it seems unlikely that €ongre
would object to the 1115 waivers; indeed, it demonstrated strong support for expansions
of the SCHIP program. The President’s veto, however, accompanied by stramig rhet
against use of SCHIP funds to cover adults and higher-income children, demonstrates
that Congress’ expressed “goal” of insuring children at or below 200 percet.of F
actually a repressed preference for public health insurance expansiosdithiéé¢d by
Congress’ ability to get its true preferences enacted into law.

Despite the inconclusive nature of the resource and outcome analyses, theepesenc
nominal goal conflict is clear as evidenced by the 2007 SCHIP reauthorizatida.d@bha
this basis, chapter 5 explored the application of goal conflict theory to the peditti
policy choices within the states. Plan-level variables were shown to becsighif

predictors of both enrollment of adults and of higher-income children, and provided
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substantive insight to administrative choices regarding plan specification SiCHIP,
specifically suggesting that rules governing the administrateezglom of state SCHIP
implementation has significant impact on the policy options available to, amteseltsy,
those states. It was also shown that some plan-level tradeoffs may &&ebaden
program implementation choices that improve enrollment of low-income children (i.e.
presumptive eligibility and continuous enrollment) and those that expand benefits to

broader populations.

Implications

The analysis presented in this dissertation suggests two sets of imapBcatne first set
of implications relates to development of intergovernmental theory and managenitent
relates to state administration of federal policy. The second set of atiquiis is specific
to SCHIP policy and relates to the effect of enroliment of non-targeted popslatithe
program.

The relationship between theory and empirical findings in the preceding@rnalggests
that while intergovernmental frameworks—including the one presented in chagfter
this work—may be useful in identifying areas of potential conflict and rppga very
descriptive, it is imperative to determine not only the units and levels of anbéfsire
applying such frameworks, but also to identify the dimension of analysismis tdrgoal
conflict, which was mapped to specific loci in a federate intergovernmeaaeivork in
chapter 1, this dimension of analysis requires identification of one of the threeofype
goal conflict discussed at the end of that chapter. Different conclusions cathed &
one examines, for example, nominal conflict as opposed to resource conflict or outcome

conflict. Two theoretical contributions made by this dissertation are theficktin of
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locations where goal conflict may be observed, described, or even predittiedanit
intergovernmental policy framework, and an identification of three importarg tyfpe
conflict that may be manifest. Policy analysts, federal and stateategssland public
administrators should be aware of the potential points of conflict in state-amadis
federal policy and determine what effects nominal, resource and outcome conylict ma
have on their ability to successfully pursue and achieve their goals in any oftitezse
areas. Actors pursuing victories in the nominal arena, for example, by sullgessf
implementing popular programs may be stymied by nominal conflict that £rsaligcal
discord between levels of government and may poison potential victories with negative
allegations rooted in nominal goal conflict. Resource conflict may play a keynrtite
allocation of resources within a state and may affect the quantity of fundstdedibm

the federal purse. Outcome conflict ultimately relates to the effeetbgeof a program in
achieving the federal aim, and should be analyzed with an understanding of the potential
for conflicting state aims. If such outcome conflict exists, statgsh@aising federal

funds for programs or outcomes unintended by the federal government, or may even be
pursuing avenues that are counterproductive in accomplishing the goals for whieh fede
programs were established. Surely such action should be predicted and avoided whenever
possible.

The second set of implications resulting from this analysis is the set chstiNest

findings related to enrollment of non-targeted programs in SCHIP. While ésadésr

were not uniform across the dimensions of analysis (i.e. enrollment of non-dargete
populations represented nominal conflict, though only enroliment of adults appeared to

yield resource conflict and outcome conflict was highly sensitive to theuneeased),
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conclusions could be drawn within dimensions of analysis. Namely, enroliment of adults
in SCHIP increases the federal cost of those programs, but does not nominalbut®ntri

to their goal. Enrollment of higher-income children decreases the federaf stete

SCHIPs and also appears to positively affect enroliment of targetéldechdespite its
apparent nominal conflict with the purpose of the program. Such nuanced discussion of
policy implications should enter the discussion surrounding SCHIP and like fedézal-sta
programs. At present, policy debates focus largely on nominal conflict but do not extend
into robust debate about the true resource and outcome implications of nominally
conflicting policies. While this deeper discussion certainly adds complexibe

discussion, it shifts the focus from where it currently lies—the appearance of
inconsistency or conflict—to discussions about the actual impact of policyatenfli

terms of financial resources and accomplishment of the ultimate state arad &&uhs.

Future work

Exploration of the theoretical, structural and institutional underpinnings of nomirlal goa
conflict in the administration of SCHIP have provided a favorable case in which to

explore questions that arise regarding the political economy of intergovaaime
administrative arrangements. The questions raised and observations medlagelizs

unique administrative environment yields a host of unanswered questions that provide a
rich set of potential future research endeavors.

Future work should include the remedies to some of the data issues that have proven to be
roadblocks in the preceding analysis. This includes collection of data regarding the

income levels of SCHIP enrollees and the parental status of adult enroidesion of
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enrollment counts, by income level, of adult and child enrollees in the Medicai@dmrogr
would also be beneficial in removing potential confounding effects from the models.
The empirical approach, however, may be less fruitful than further qualitative
investigation of the nature of the agency relationships that are comprised of the
constituencies to which state and federal agencies are beholden. The process of
negotiation and rulemaking inherent in the intergovernmental administration-dPSC
and like programs is an interesting and complex nexus of institutional refaisn&oal
conflict and ambiguity are particularly focused on this one set of interadigtween the
federal and state agencies, and qualitative analysis of those interactjobe mare
instructive than quantitative techniques that are somewhat insensitive to thesmfance
the plan approval process. Such a case approach could be replicated by observing
approval of plans in other intergovernmental policy areas, providing a more rich
contribution to the understanding of federal-state relationships.

Among the questions to be addressed in future work include whether, given the statutory
differences between the coercive powers of the federal governmentatesr(stmited
coercion; aims accomplished primarily through incentives such as grants) and over
federal agencies (more direct principal-agent relationship with buetaudesign much
more standard), the states and federal government co-principals, yigldifederal
agency an agent that must select between or balance the interests of th@twoigals;
or, whether the federal agency and state government are both agents tortiie fede
principal. An important component of the distinction between these two alternative

conceptions in the question of under what circumstances these agents (fedistate)
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collude to subvert the desires of the federal principal, as appears to have ocaurred—i

terms of nominal conflict—in the case of SCHIP waivers.
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Appendix B: Figures and Tables

Figure 1.1: Agency Problem Loci in Federate Policy Framework

Congress
fB1)

kg

President

6

Federal agency

State Legislature
B

D

Slﬂf':ﬁ

Approved State Plan

10

State agency
(Implementation)

Cutputs/Performance |

National
Population

State Population

160




Figure 1.2: Adaptation of Matland’s (1995) Conflict/Ambiguity | mplementation

Framework
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Table 2.1: SCHIP Allotment Funding Formula

State’s original allotment = “number of children” x “state cost factor™

“Number of children” in
2104(b)(2) is the sum of the tw
factors below multiplied by the

“State cost factor” in 82104(b)(3)
as the sum of the two factors belg
multiplied by the associated

associated percentage percentage
Number of low Ratio of state’s
income average health
Children Number of all Constant services industry
without health| low income (national annual wages tQ
insurance children average) national average
1998-1999 100% 0% 15% 85%
2000 75% 25% 15% 85%
2001-2007 50% 50% 15% 85%

* Subject to floors and ceilings.

SourceCongressional Research Service (CRS) ana(f3&terson, 2006)
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Table 2.2: Selected state policy and demographic characteristifte 2006

g e T @ 2

£ v 5 O 2 =

2| Zi8o)x |2 | 2E| 23

9| 2/25/8g|8g| Sg| E¢

s| 2|28|2£|g8| 5g| 3%

= 322|122 92| 5T =%

5 3|828% 33| B3 &=

State T S|5%|o% | <8 ol as
Alabama 133| 200 0 38 14
Alaska 133| 175 0 32 13
Arizona X 140| 200| 1.14 47 26
Arkansas X 133| 200 0 56 15
California X 200| 250 0 41 20
Colorado X 133| 200| 0.04 34 28
Connecticut X 185| 300 0 25 9
Delaware 133| 200 0 33 17
Florida 185| 200 0 39 30
Georgia X 185| 235 0 40 23
Hawaii X 185| 300 0 30 12
Idaho X 133| 185| 0.02 43 16
lllinois X 133| 200| 0.67 34 17
Indiana 150| 200 0 33 10
lowa 185| 200 0 37 7
Kansas 150| 200 0 39 12
Kentucky 185| 200 0 45 13
Louisiana 133| 200 0 45 24
Maine 185| 200 0 34 10
Maryland X 185| 300 0 25 21
Massachusetts 185| 200 0 29 15
Michigan X 185| 200| 0.86 37 9
Minnesota X X 275| 280| 6.42 28 18
Mississippi 185| 200 0 53 28
Missouri X 185| 300 0 40 15
Montana 133| 150 0 38 25
Nebraska 150| 185 0 34 20
Nevada X 133| 200 0 40 27
New Hampshire | x 185]| 300 0 21 15
New Jersey X X 185| 350| 0.73 27 25
New Mexico X X 185| 235| 0.23 42 25
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New York X 185| 250 0 40 12
North Carolina 185| 200 0 45 18
North Dakota 133| 140 0 35 18
Ohio 133| 200 0 38 9
Oklahoma 150| 185 0 49 19
Oregon 133| 185| 0.23 38 23
Pennsylvania 185| 200 0 37 12
Rhode Island X 250| 250| 0.83 33 6
South Carolina 185| 200 0 44 11
South Dakota 133| 200 0 38 14
Texas 185| 200 0 47 31
Utah 133| 200 0 39 22
Vermont X 225| 300 0 26 11
Virginia 133| 200| 0.01 32 20
Washington X 200| 250 0 30 8
West Virginia 150| 200 0 46 8
Wisconsin 185| 185| 1.95 33 7
Wyoming 133| 200 0 32 10

*Arkansas was approved for inclusion of adults in 2006 but did not insure

adults in that year.
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Table 2.3: Variable descriptions, sources and notes

Variable

Federal SCHIP spending
Total SCHIP spending
SCHIP upper eligibility limit

Adult enrolling state

High upper SCHIP eligibility limit

Child SCHIP enrollees

Proportion of targeted children who are
enrolled in SCHIP

Percent low-income children who are
uninsured

Units

Millions of dollars
Millions of dollars
Percent of FPL

n/a

n/a

Enrollees

Percent of targeted
children

Percent of low-
income children

Type

Continuous
Continuous
Continuous

Dummy

Dummy

Continuous

Proportion

Proportion

Source

KFF

KFF

CMS

CMS

CMS

CMS

Calculated

US Census

Notes

Time-invariant; 1=State enrolls adults at
any time during 1999-2006

1=Upper SCHIP eligibility exceeds 200
percent FPL; Eligibility levels may
differ by age, figure is the highest
eligibility level for any child aged 18 or
youngef®

Includes high-income child enrollees;
ever enrolled in year

“Enrolled” includes only child
enrollees. “Targeted” includes low-
income uninsured children and child
enrollees.

8 Generally, if there is a difference in eligibiliigvels, infants receive the highest eligibilitydés and teens receive the lowest.
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Federal Medical Assistance Percentage
(FMAP)

State SCHIP spending

Federal financial participation (FFP)

Total SCHIP enrollees

Population
State tax revenue

Federal SCHIP allotment

Children at or below 200 percent FPL

Poverty rate

Gross state product (GSP)

Millions of dollars

Millions of dollars

Millions of dollars

Enrollees

Proportion

Continuous

Continuous

Continuous

Thousands of people Continuous

Millions of dollars

Millions of dollars

Thousands of
children

Percent of total
population

Millions of dollars

Continuous

Continuous

Continuous

Proportion

Continuous

166

DHHS

Milbank

Calculated

CMS

CPS
US Census

Federal
Register
CPS

UKCPR

BEA

Enhanced FMAP used for SCHIP match
determination

State own-source spending

Estimated FFP based on state SCHIP
spending and enhanced FMAP.
Assumes all state expenditures qualify
for full match.

Includes adult and child enrollees; ever
enrolled in year

Does not include rollover allotments
from previous years



Uninsurance rate

Adult SCHIP enrollees

High eligibility state

Percent of total
population

Enrollees

n/a

Percent of children living at 200 percent FPIPercent of all

or below

1997 Upper child Medicaid eligibility limit

Citizen liberalism scale

Universal coverage proposed

Amendments to date

children

n/a

n/a

n/a

Amendments

Proportion

Continuous

Dummy

Proportion

Continuous

Continuous

Dummy

Count

cpg’

CMS

CMS

US Census

CMS

ICPSR

KFF

CMS

Ever enrolled in year

Time-invariant; 1=Upper SCHIP
eligibility limit exceeds 200 percent
FPL at any time during 1999-2006

From the Annual Social and
Economic Supplement (formerly
called the March Supplement)

Time-invariant

Scale developed by Berry, et al.
(1998) and annual measures made
available by ICPSR.

Time-invariant; 1=Universal health
coverage proposed or enacted by a state
before 2008

Number of total state amendments to
original SCHIP plan submission

8 CPS was unable to estimate uninsurance ratesioe states in some years (base was too small fBreGfmates). For these years, estimates from aliseK
Family Foundation were used. These include Vermighypming and North Dakota for 2005 and VermontZ006.
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Reauthorization support

Democrat governor
Days to submission
Days to implementation

Medicaid type

Continuous enrollment or presumptive

eligibility

Total SCHIP spending per capita

Total state health spending per capita

Percent of Proportion
Congressional

representatives

n/a Dummy
Days Continuous
Days Continuous
n/a Dummy
n/a Dummy

Thousands of dollars Continuous
per person

Thousands of dollars Continuous
per person

168

Congress

UKCPR
CMS
CMS

CMS

KFF

KFF/CPS
(Calculated)

UKCPR/CPS

Time-invariant; Generated from online
voting records. Percent of
Congressional representatives from a
state voting “yes” on the veto override
for the second SCHIP reauthorization
bill.

1=Governor is a Democrat
Time-invariant
Time-invariant

1=Medicaid-type SCHIP program;
0=SCHIP only or combination
SCHIP/Medicaid program

Time-invariant; 1=State employs
continuous enrollment or presumptive
eligibility

Calculated from total SCHIP
spending and population estimates
provided above

Calculated from total state health
spending and population estimates
provided above



Tax revenue per capita Thousands of dollars Continuous  US Calculated from population and tax

per person Census/CPS  revenue estimates provided above
(Calculated)
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Table 2.4: Dependent variable descriptive statistics

Variable Mean  Std. Dev.
Federal spending 71.96 114.10
Total spending 103.32 175.49
Adults (1999-2006) 0.15 0.35
Adults (2001-2006) 0.19 0.40
Eligibility limit 208.86 50.33
High eligibility 0.25 0.43
Child enrollment 102270.60 183912.60
Enrolled of targeted 44.37 19.89
Enrolled of targeted (logit) -0.35 1.22
Low income child uninsurance rate 17.23 6.68
Low income child uninsurance rate (logit) -1.65 0.50
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Min

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
-7.97
2.00
-3.89

Max

1150.90
1770.60
1.00
1.00
350.00
1.00
1391405.00
87.14
191
40.00
-0.41



Table 2.5: Independent variable descriptive statistics

Variable

FMAP

State spending

FFP

Total enrollment
Population

Tax

Allotment

Low income children
Poverty rate

GSP

Uninsurance rate

Adult enrollment

High eligibility state

Low income child uninsurance rate
Medicaid upper limit
Liberalism

Universal

Amendments
Reauthorization
Democrat Governor
Submission
Implementation
Medicaid type
Continuous/Presumptive
Adult state

Total spending per capita
State health spending
Tax per capita

n

392
392
392
392
392
392
392
392
392
392
392
392
392
392
392
392
392
392
392
392
392
392
392
392
392
392
392
392

171

Mean

72.33
31.36
71.61
110137.40
5756.33
11649.73
76.43
586.96
11.75
217366.90
13.96
7866.81
0.29
37.06
167.06
49.99
0.35
3.55
67.18
0.43
209.69
304.57
0.27
0.53
0.22
0.02
0.60
2.03

Std. Dev.

5.88
63.26
122.57
186572.80
6397.33
1444453
116.72
761.89
3.12
261776.70
3.87
28304.97
0.45
7.89
32.84
15.49
0.48
2.81
28.61
0.50
137.68
206.89
0.45
0.50
0.42
0.01
0.57
0.49

Min

65.00
0.00
0.00
0.00

479.60
811.65
3.52
36.00
5.00
15931.00
6.00
0.00
0.00
19.00
133.00
8.45
0.00
0.00
0.00
0.00

-5.00
0.00
0.00
0.00
0.00
0.00
0.04
0.89

Max

83.96
619.70
1150.87
1391405.00
36457.55
111346.90
850.61
4463.00
21.00
1742172.00
26.00
211114.00
1.00
59.00
275.00
95.97
1.00
16.00
100.00
1.00
673.00
1004.00
1.00

1.00

1.00

0.10

6.25

4.12



Table 3.1: Between (population-averaged) random-effects regresasiof federal SCHIP spending ($

millions) by state, 1999-2006

FMAP

State spending
FFP

Total enrollment
Population

Tax

Allotment

Medicaid benefic.

Adults

High eligibility
Constant
Within R 2

Between R
Overall R?

P
-0.1848

-0.3825
1.2407
-0.0001
0.0011
0.0003
0.0454
2.7606
-0.4461
11.3303

0.852
0.997
0.948

Model 1

SE
0.2288
0.2039
0.1065
0.0000
0.0010
0.0004
0.0302
3.2943
2.3928

17.0523

p-value
0.424
0.068
0.000
0.000
0.284
0.547
0.140
0.407
0.853
0.510

p
-0.0529

-0.6186
1.2601
-0.0001
0.0015
0.0009
0.0318
1.1722
1.8213
-0.0109
1.1612

0.818
0.996
0.939

Model 2

SE
0.2491
0.2322
0.1131
0.0000
0.0011
0.0006
0.0314
3.9179
2.6222
0.0081

18.6125

p-value
0.833
0.011
0.000
0.054
0.161
0.143
0.318
0.766
0.492
0.188
0.951

For model 1, n=392; N = 49 states, T = 8 years . For model 2, n= 343; N=49 states,r§{éxatades

2006).
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Table 3.2: Fixed-effects regression of federal SCHIP spendin§ fillions) by state, 1999-
2006

Model 1 Model 2

B SE p-value p SE p-value
FMAP -0.2327 1.390 0.867 -1.2929 15607  0.408
State spending -0.8168  0.185  0.000 -1.2728 0.1863  0.000
FFP 0.9034  0.101  0.000 1.0760 0.1006  0.000
Total enrollment 0.0003  0.000  0.000 0.0003 0.0000  0.000
Population -0.0141  0.006  0.027 -0.0025 0.0080 0.757
Tax 0.0043  0.001  0.000 0.0008 0.0009 0.376
Allotment -0.0714  0.034 0.035 -0.0250 0.0327  0.444
Medicaid benefic. -- -- -- 0.0441 0.0101 0.000
Adults 8.2073  4.587  0.074 11.8372 4.6539  0.012
High eligibility -31.7452 8222  0.000 -29.8007 8.4642  0.001
Constant 57.926 102.685  0.560 75.3559 116.2401  0.517
Within R ? 0.918 0.911
Between R 0.863 0.972
Overall R? 0.860 0.935

For model 1, n=392; N = 49 states, T = 8 years . For model 2, n= 343; N=49 states,r§=7 yea
(excludes 2006).
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Table 4.1: Fixed-effects estimation of child SCHIP enrollmenfn=392)

Model 1 Model 2 Model 3

B SE p-value B SE p-value B SE p-value
Total spending 545.145 21.530 0.000 593.841 21.908 0.000 590.808 21.820  0.000
Population 113.630 10.857 0.000 105.274 10.390 0.000 107.449 10.373  0.000
Low income
children 6.041 26.734 0.821 15.003 25.598 0.558 13.771 25.451  0.589
Poverty rate -284.758 1263.942  0.822 121.677 1210.624  0.920 274,978 1205.336  0.820
GSP -0.363 0.078 0.000 -0.377 0.075 0.000 -0.379 0.074  0.000
Uninsurance rate -176.703 1161.070  0.879 -450.573 1110.625 0.685 -378.286 1104.466  0.732
High eligibility 6207.896 11552.000 0.591 5192.497 11049.830 0.639 4602.187 10987.030 0.676
Adults -40094.100 6469.510  0.000 - - - | -16371.540 7296.134 0.025
Adult enrollment - - - -0.684 0.080 0.000 -0.570 0.094 0.000
Constant -522667.900 50488.050 0.000| -483090.800 48208.130 0.000| -495138.800 48220.270  0.000
Within R 2 0.868 0.879 0.881
Between R 0.871 0.876 0.875
Overall R? 0.791 0.799 0.798
N = 49 states, T = 8 years
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Table 4.2: Fixed-effects estimation of proportion of targeted chdren who are enrolled in

SCHIP

Total spending

Population
Low income
children

Poverty rate
GSP
Uninsurance rate
High eligibility
Adults

Constant

Within R 2
Between R
Overall R?

p
0.02794

0.00850

-0.01647
1.56127
0.00001

-2.65865
9.38124
8.58404

15.76827

0.2895
0.0131
0.0188

Model 1: Percent

SE
0.00910
0.00459

0.01129
0.53394
0.00003
0.49048
4.88004
2.73298
21.32821

p-value
0.0020
0.0650

0.1460
0.0040
0.8160
0.0000
0.0550
0.0020
0.4600

Model 2: Logit transformed
SE p-value

p
0.0011053

0.0005005

-0.0009720
0.0742081
0.0000007

-0.1230403

-0.0661938
0.7430777

-2.1805110

0.2619
0.0037
0.0081

0.0005206
0.0002625

0.0006465
0.0305652
0.0000019
0.0280775
0.2793552
0.1564483
1.2209230

0.0340
0.0570

0.1340
0.0160
0.6960
0.0000
0.8130
0.0000
0.0750

N = 49 states, T = 8 years
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Table 4.3: Fixed effects model of percent children under 200 perceRPL who are uninsured

(n=392)

Total spending
Population
Poverty rate
GSP
Uninsurance rate
High eligibility
Adults

Constant

Within R 2
Between R
Overall R?

p
-0.00048

-0.00162
-0.39914
-0.00001

1.62108

0.63663
-1.77523
10.14974

0.2628
0.0035
0.0109

Model 1: Percent

SE
0.00293
0.00144
0.16720
0.00001
0.15827
1.59450
0.89347
6.91031

p-value

0.8690
0.2610
0.0180
0.5420
0.0000
0.6900
0.0480
0.1430

Model 2: Logit transformed

p
-0.0000304

-0.0000495
-0.0316686
-0.0000008

0.1177787

0.0375480
-0.0945982
-2.4628170

0.2061
0.0790
0.0811

SE
0.0002436
0.0001196
0.0139222
0.0000009
0.0131786
0.1327650
0.0743943
0.5753837

p-value

0.9010
0.6790
0.0240
0.3930
0.0000
0.7770
0.2040
0.0000

N = 49 states, T = 8 years
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Table 4.4: Three stage least squares models of child enrollngtotal spending, and enroliment of non-targeted populations (n=392)

Equation 1

Model 1

Dependent variable: Child enroliment

Total spending
Population

Low income kids
Poverty rate
GSP
Uninsurance rate
High eligibility
Adults

Adult enroliment
Constant

p
948.0015

2.4164
11.5722
323.9793
0.0115
-66.5592
515.1981
-11167.640
-1.3173
-9893.8450

SE
31.42
1.75
5.81
331.10
0.04
250.88
6315.33
15359.93
0.15
5534.77

p-value
0.0000
0.1670
0.0460
0.3280
0.7920
0.7910
0.9350
0.4670
0.0000
0.0740

P
778.1734

52.5618
37.6154
-114.5548
-0.2413
-559.8643
-111523.6000
-41987.5000

-1307143.000

177

Model 2*

SE
77.94
13.94
27.02

1111.78
0.10
973.52
80239.91
31339.42

433108.40

p-value
0.0000
0.0000
0.1640
0.9180
0.0150
0.5650
0.1650
0.1800

0.0030

Model 3*
B SE p-value
793.2280 65.1265 0.0000
52.6010 12.0131 0.0000
38.0503 21.2419 0.0730
322.2679 847.8317 0.7040
-0.2352 0.0794 0.0030
-757.3539 800.4371 0.3440
-97769.490 61685.1700 0.1130
23419.3800 36222.2500 0.5180
-1.2253 0.2910 0.0000
43194.0000 62574.8900 0.4900



Equation 2
Dependent variable: Total spending

B SE p-value B SE p-value B SE p-value
Child enrollment 0.0010 0.00 0.0000 0.0016 0.00 0.0000 0.0016 0.00 0.0000
Adult enrollment 0.0014 0.00 0.0000 -- - -- 0.0015 0.00 0.0000
Population -0.0038 0.00 0.0000 -0.0889 0.03 0.0020 -0.0969 0.03  0.0000
High eligibility 0.1675 7.38 0.9820 144.3051 106.97 0.1770 205.3935 94.88 0.0300
Adults 11.3132 1753 0.5190 63.7621 41.43 0.1240 -46.5561 55.62 0.4030
FMAP -0.1632 0.27 0.5510 1.7257 2.31 0.4560 1.6560 2.15 0.4400
Allotment -0.0160 0.02 0.4930 0.1877 0.07 0.0100 0.1804 0.07 0.0100
Constant 19.4137 21.39 0.3640 2165.6730 827.75 0.0090 2381.7310 807.07 0.0030
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Equation 3
Dependent variable: High eligibility

B SE
High eligibility
state 0.8486 0.03
Child enroliment 0.0000 0.00
Total spending 0.0002 0.00
Pct kids low
income -0.0004 0.0013
Med. upper limit 0.0007 0.00
Liberalism -0.0023 0.00
Universal 0.0691 0.02
Amendments 0.0098 0.00
Constant -0.0416 0.08

p-value

0.0000
0.4370
0.5020

0.7300
0.0420
0.0010
0.0010
0.0160
0.5930

0.8506
0.0000
0.0006

0.0001
0.0007
-0.0023
0.0660
0.0086
-0.0630
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SE

0.03
0.00
0.00

0.00
0.00
0.00
0.02
0.00
0.08

p-value

0.0000
0.0010
0.0040

0.9380
0.0380
0.0010
0.0010
0.0330
0.4180

0.8526
0.0000
0.0003

-0.0002
0.0007
-0.0022
0.0670
0.0119
-0.0573

SE

0.03
0.00
0.00

0.00
0.00
0.00
0.02
0.00
0.08

p-value

0.0000
0.0300
0.0870

0.8670
0.0480
0.0010
0.0010
0.0020
0.4600



Equation 4

Dependent variable: Adults

B SE p-value B
Adult state 0.3487  0.0352 0.0000 0.4646
Child enroliment 0.0000  0.0000 0.0000 0.0000
Total spending 0.0033  0.0004 0.0000 0.0006
Post 2001 0.0987  0.0294 0.0010 0.1458
Liberalism -0.0002 0.0008 0.7770 0.0001
High income 0.0455 0.0374 0.2240 0.0490
Universal 0.0603  0.0264 0.0230 0.0750
Amendments 0.0108 0.0056 0.0530 0.0164
Submission -0.0003  0.0001 0.0030 -0.0003
Constant -0.0212 0.0516 0.6820 -0.0918
Child enroliment R? 0.9290 0.9629
Total spending R 0.9130 0.9212
High eligibility R ? 0.8483 0.8447
Adults R? 0.4087 0.5380

SE
0.03
0.00
0.00
0.03
0.00
0.03
0.03
0.01
0.00
0.06

p-value
0.0000
0.0020
0.0470
0.0000
0.9330
0.1400
0.0110
0.0070
0.0060
0.0960

0.4310
0.0000
0.0017
0.1392
0.0001
0.0278
0.0750
0.0061
-0.0002
-0.0685

0.9692
0.9117
0.8479
0.5359

SE
0.03
0.00
0.00
0.03
0.00
0.03
0.03
0.01
0.00
0.06

p-value
0.0000
0.0000
0.0000
0.0000
0.9490
0.4030
0.0110
0.3070
0.0150
0.2170

N = 49 states, T = 8 years
*Fixed-effects dummy variable coefficients not reported
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Table 5.1: Mixed effects REML regression of upper child SCHIP éibility limit (n = 392)

Medicaid upper limit
Liberalism
Reauthorization
Democrat Governor
Submission
Implementation

Medicaid type
Continuous or
presumptive

Adult state
Amendments
Population
GSP

Total spending per capita
Low-income child unins.

rate
Uninsurance rate
Poverty rate

State health spending

Tax
Tax per capita
Constant

P
0.5695

-0.5065
0.2319
1.7489

-0.0720

-0.0090

-34.4613

-31.2430
7.4302
2.1048
0.0013
0.0000

-49.2865

-0.5899
-0.2631
-0.8961
0.3310
-0.0008
21.2637
139.2281

Model 1

RSE
0.1794
0.2475
0.2223
3.0515
0.0547
0.0343
5.9376

11.2974
12.6869
0.9702
0.0022
0.0001
163.1425

0.3226
0.9979
0.9236
2.6324
0.0010
5.7602
37.3768

p-value
0.0020
0.0410
0.2970
0.5670
0.1880
0.7940
0.0000

0.0060
0.5580
0.0300
0.5470
0.9410
0.7630

0.0670
0.7920
0.3320
0.9000
0.4310
0.0000
0.0000

p

-0.4094
0.3622
1.5884

-0.0537

-0.0144

-35.2462

-42.5345
10.9021
2.2152
0.0030
0.0000
-54.6856

-0.5660
-0.7479
-0.8445
0.5810
-0.0006
22.0166
221.8794

Model 2
RSE p-value
0.2484  0.0990
0.2379  0.1280
3.0623  0.6040
0.0600 0.3710
0.0378 0.7040
6.0010  0.0000
11.7640  0.0000
13.9425 0.4340
0.9809 0.0240
0.0023  0.1800
0.0001  0.7550
164.2749  0.7390
0.3235 0.0800
1.0003  0.4550
0.9361 0.3670
2.6353  0.8260
0.0010 0.5820
5.8088  0.0000
28.2375  0.0000

N = 49 states, T = 8 years
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Table 5.2: Mixed effects REML regression of high eligibility limt (dummy) policy variable (n

=392)
Model 1 Model 2

B RSE p-value B RSE p-value
Medicaid upper limit 0.0068 0.0016 0.0000 - - -
Liberalism -0.0028 0.0015 0.0580 -0.0023 0.0015 0.1160
Reauthorization 0.0035 0.0019 0.0670 0.0055 0.0022 0.0110
Democrat Governor -0.0455 0.0176 0.0100 -0.0457 0.0177 0.0100
Submission 0.0001 0.0005 0.8610 0.0003 0.0006 0.6230
Implementation 0.0001 0.0003 0.8110 0.0000 0.0004 0.9890
Medicaid type -0.0385 0.0352 0.2740 -0.0400 0.0355 0.2600
Continuous or presumptive -0.1913 0.1003 0.0560 -0.3211 0.1122 0.0040
Adult state 0.0896 0.1149 0.4350 0.1243 0.1354 0.3590
Amendments 0.0200 0.0058 0.0010 0.0205 0.0058 0.0000
Population 0.0000 0.0000 0.7320 0.0000 0.0000 0.1790
GSP 0.0000 0.0000 0.4850 0.0000 0.0000 0.2590
Total spending per capita 0.1900 0.9525 0.8420 0.1813 0.9576 0.8500
Low-income child uninsurance rate 0.0023 0.0019 0.2150 0.0025 0.0019 0.1810
Uninsurance rate -0.0065 0.0059 0.2750 -0.0091 0.0060 0.1280
Poverty rate -0.0022 0.0055 0.6910 -0.0021 0.0056 0.7030
State health spending -0.0054 0.0151 0.7210 -0.0049 0.0152 0.7450
Tax 0.0000 0.0000 0.3350 0.0000 0.0000 0.2500
Tax per capita 0.0089 0.0339 0.7920 0.0131 0.0341 0.7000
Constant -0.9513 0.3111 0.0020 0.0267 0.2371 0.9100

N = 49 states, T = 8 years
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Table 5.3: Random-effects logistic regression of high eligibtii policy variable (n=392)

B
1997 Child Medicaid eligibility 1.6856
Liberalism -0.0216
Reauthorization 0.0847
Democrat governor -0.7509
Submission -0.0613
Implementation 0.0156
Medicaid type -9.4033
Continuous/presumptive -11.7232
Adult state 0.5908
Amendments 0.3214
Population -0.0039
GSP 0.0000
Total spending per capita 66.7376
Low income child uninsurance rate -0.0743
Uninsurance rate 1.0156
Poverty rate -0.8431
State health spending 1.5857
Tax 0.0006
Tax per capita -1.8691
Constant -300.9516

Model 1

RSE p-value
0.5077 0.0010
0.0792 0.7850
0.0650 0.1930
1.1309 0.5070
0.0203 0.0030
0.0072 0.0290
4.0297 0.0200
4.3646 0.0070
1.7021 0.7290
0.2648 0.2250
0.0014 0.0050
0.0000 0.0500
70.7274 0.3450
0.1354 0.5830
0.4598 0.0270
0.4016 0.0360
1.5326 0.3010
0.0004 0.0850
2.6778 0.4850
92.5878 0.0010

4
5.3959
0.9786
1.0884
0.4719
0.9406
1.0157
0.0001
0.0000
1.8054
1.3790
0.9961
1.0000

big
0.9284
2.7609
0.4304
4.8828
1.0006
0.1543

p

0.0212
0.0544
-0.5131
0.0021
0.0036
-1.9798
-7.5749
1.6111
0.3745
-0.0016
0.0000
-3.7235
-0.0043
0.0154
-0.3155
0.9119
0.0008
-1.3237
-3.1329

Model 2

RSE p-value
0.0496 0.6700
0.0366 0.1370
0.7579 0.4980
0.0057 0.7100
0.0036 0.3170
1.3503 0.1430
1.6164 0.0000
1.3525 0.2340
0.2098 0.0740
0.0009 0.0700
0.0000 0.5500
37.8840 0.9220
0.0854 0.9600
0.2287 0.9460
0.2284 0.1670
0.8515 0.2840
0.0003 0.0110
1.5431 0.3910
4.3614 0.4730

1.0214
1.0559
0.5986
1.0021
1.0036
0.1381
0.0005
5.0085
1.4542
0.9984
1.0000
0.0241
0.9957
1.0156
0.7295
2.4891
1.0008
0.2661

N = 49 states, T = 8 years
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Table 5.4: Mixed-effects regression of adults policy variable

(n=294)

B SE p-value
Liberalism 0.0035 0.0027 0.1910
Reauthorization -0.0011 0.0024 0.6310
Democrat governor 0.0797 0.0280 0.0040
Submission -0.0011 0.0006 0.0490
Implementation 0.0003 0.0004 0.4290
Medicaid type -0.1848 0.0674 0.0060
Continuous/presumptive -0.1126 0.1239 0.3630
High eligibility state 0.1085 0.1455 0.4560
Amendments 0.0261 0.0108 0.0160
Population 0.0000 0.0000 0.8640
GSP 0.0000 0.0000 0.3110
Total spending per capita 2.7642 1.6269 0.0890
Low income child uninsurance rate 0.0010 0.0037 0.7860
Uninsurance rate 0.0001 0.0099 0.9890
Poverty rate 0.0085 0.0091 0.3500
State health spending 0.0049 0.0223 0.8270
Tax 0.0000 0.0000 0.7290
Tax per capita -0.0426 0.0513 0.4060
Constant 0.1858 0.2748 0.4990

N = 49 states, T = 6 years from 2001-2006
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Table 5.5: Random-effects logistic regression of adult enrollmé (dummy)

policy variable (n=294)

Liberalism
Reauthorization
Democrat governor
Submission
Implementation

Medicaid type
Continuous/presumptive
High eligibility state
Amendments

Population

GSP

Total spending per capita
Low income child uninsurance rate
Uninsurance rate
Poverty rate

State health spending
Tax

Tax per capita

Constant

p
0.0697

-0.0134
1.0163
-0.0262
0.0035
-0.2150
-1.1465
0.4615
0.4143
0.0000
0.0000
69.7170
0.0713
0.1602
-0.0823
-0.1836
0.0001
0.4466
-6.6600

RSE
0.0567
0.0383
0.7822
0.0082
0.0040
1.2255
1.4213
1.5078
0.2338
0.0006
0.0000

42.9631
0.0940
0.2063
0.1963
1.0138
0.0002
1.4517
4.5448

p-value
0.2200
0.7270
0.1940
0.0020
0.3870
0.8610
0.4200
0.7600
0.0760
0.9900
0.3510
0.1050
0.4480
0.4370
0.6750
0.8560
0.5420
0.7580
0.1430

1.0721
0.9867
2.7629
0.9742
1.0035
0.8066
0.3178
1.5864
1.5133
1.0000
1.0000

big
1.0739
1.1738
0.9210
0.8323
1.0001
1.5631
0.0013

N = 49 states, T = 6 years from 2001-2006
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