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The Department of Planning and Budget (DPB) has analyzed the economic impact of this proposed regulation in accordance with Section 9-6.14:7.1.G of the Administrative Process Act and Executive Order Number 25 (98).  Section 9-6.14:7.1.G requires that such economic impact analyses include, but need not be limited to, the projected number of businesses or other entities to whom the regulation would apply, the identity of any localities and types of businesses or other entities particularly affected, the projected number of persons and employment positions to be affected, the projected costs to affected businesses or entities to implement or comply with the regulation, and the impact on the use and value of private property.  The analysis presented below represents DPB’s best estimate of these economic impacts.

Summary of the Proposed Regulation

Item 323 (B) & (C) of the 1997 Appropriation Act requires the Department of Medical Assistance Services (DMAS) to implement a demonstration project "to assist employers and employees in financing health insurance for households that are at or below 200 percent of United States non-farm poverty income guidelines and are employed in firms that on at least fifty percent of their working days during the preceding year, employed no more than twenty-five eligible employees and not less than two unrelated eligible employees.” DMAS developed the Health Insurance Program for Working Uninsured Individuals, which fulfills this mandate by providing subsidized health insurance for qualifying individuals.  

The program is a two-year demonstration project funded by private donations from hospitals interested in implementing a pilot site in their service area.  These donations can be expected to reduce uncompensated emergency care provided by the participating hospital.  The funds donated by the hospitals will be administered by DMAS.  The total cost of the health insurance program will be shared between employers, employees, and the program subsidy.

These proposed regulation establishes the needed eligibility requirements for the program and sets out the application, enrollment, and disenrollment processes.

Estimated Economic Impact
Individuals without health insurance often delay seeking preventive and primary medical care.  In many cases this behavior leads to unnecessary hospitalizations or hospital emergency room visits, either of which result in high medical expenditures that many uninsured individuals could not afford.  This uncompensated care is often shifted to persons who have insurance, resulting in more expensive health care costs for everyone.  By lowering the price of health insurance for qualifying individuals, the proposed regulations will likely increase the number of Virginians that purchase health insurance and reduce charity care costs provided by hospitals.  

In general, substitution away from emergency room visits toward insured care is more efficient since outpatient care is considerably less expensive than an emergency room visit.  On average, this will result in a net reduction in the cost of care for the population served.  These regulations can also be expected to contribute to Virginia’s welfare reform efforts by providing additional assistance to individuals who are making the transition from welfare to the work force. 

While the proposed regulation is likely to increase the number of Virginians who have health insurance, reduce the amount of uncompensated care provided by hospitals, reduce the cost of care provided for participants, and assist individuals making the transition from welfare to the workplace, there is not enough information available at this time to estimate the exact magnitudes of these benefits.  However, since there are no foreseeable economic costs associated with this proposal and it is a voluntary program for all parties (hospitals, employers, and employees), it can be expected to result in a net economic gain for Virginia. 

Businesses and Entities Affected

This proposal will affect small businesses (defined as employing between 2 and 25 full time employees), all qualifying employees, and the contracting Health Maintenance Organizations.  Based on an initial proposed donation of $1.3 million, DMAS anticipates that 750 policies, which would include approximately 1,700 individuals (employees and dependents), could be issued.

Localities Particularly Affected

The proposed program will be available statewide.  However, only people in localities where health systems choose to contribute to the project will be able to participate.

Projected Impact on Employment


By providing subsidized health insurance to qualifying workers, the proposal may provide some additional incentive for individuals to enter the workforce who otherwise would not.  An exact magnitude of any potential increase in employment would be difficult to measure at this time.

Effects on the use and value of private property


This proposal is not expected to have any significant effect on the use and value of private property.

