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Executive Summary 
 

In the fall of 2001, Washington voters approved Initiative 773 (I-773), raising the cigarette tax to fund 
an expansion of the Basic Health Plan (BHP). At that time, approximately 130,000 Washingtonians 
had health insurance through the BHP. The passage of I-773 meant that a dedicated funding source 
could be used to expand the program to cover 175,000 people annually.  
  
While enough new tax revenue has been collected each year to dramatically expand the BHP, I-773 
was never enacted as voters intended. Instead, amidst 
budget pressures, the Legislature chose to cut enrollment by 
30,000 slots and re-direct I-773 funds. Washington missed 
the opportunity to expand affordable health care to tens of 
thousands of people each year—and our state is feeling the 
effects both in terms of the rising number of uninsured and 
the cost-shifting that ensued. 
 
State policymakers clearly cannot go back in time and 
reverse these effects. However, as we approach a new 
legislative session, the continued collection of I-773 revenue can still provide an opportunity for 
Washington. Analysis of the most recent BHP cost data and I-773 revenue data demonstrates that 
redirecting existing, sustainable I-773 funding would provide affordable health care to tens of 
thousands of Washingtonians.   
 

1) Restoration of this sustainable funding source to its intended use could insure nearly 
67,000 more people in Washington each year.    

 In 2005 the tax raised over $118 million dollars that had been intended to fund a BHP 
expansion.   

 At 2005 BHP costs, this revenue would directly fund the state’s share of nearly 
67,000 new BHP slots.  

 
2) Expanding the BHP with existing I-773 revenue could reduce the number of uninsured in 

Washington by 11%. 
 
3) Such an expansion would cut nearly in half the number of Washingtonians that have 

become uninsured since 2000, creating the first decrease in uninsured people this 
decade.  

 
As Washington moves forward, policymakers must consider how to confront key issues—like the 
growing number of uninsured—within the context of a continually tight state budget. The BHP is 
recognized nationwide as an affordable, innovative health coverage model for low-income, 
previously uninsured populations otherwise lacking access to health care. The BHP remains a cost-
effective partnership between the state and individuals, both of which contribute to the cost of care.  
This shared-cost model has allowed the BHP to substantially control costs. In fact, during this 
decade BHP costs have consistently been constrained more effectively than costs in the 
private insurance market, growing at an average of 4% each year while private insurance 
grew at an average of 11% annually.  
 
Unfortunately, too few people can access the BHP today. Although the Legislature has recently 
begun making efforts to restore BHP slots, the 6,500 slots funded in the 2006 budget do not 
adequately address the growing need for affordable health care. It is time to expand the BHP to 
cover the increased number of Washingtonians that the I-773 initiative and its supplied revenues 
allow. 
 

Text of Initiative 773
The Health Care Authority may enroll 
up to fifty thousand (50,000) additional 
persons in the Basic Health Plan 
during the biennium beginning July 1, 
2003, above the base level of one 
hundred twenty-five thousand 
(125,000) enrollees. 
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I.  A Brief History of the Basic Health Plan (BHP) 
 
When enacted in 1987, the BHP was the first program of its kind in the nation. Legislators 
recognized the need to provide access to a no-frills health insurance program for uninsured low-
income people, the majority of which are employed.1 After successfully passing out of its pilot stage, 
BHP grew to offer insurance to people in all corners of the state. It gradually increased in size to 
cover over 130,000 people at its peak from 1997-2001.2 
 
Eligibility 
Currently, the BHP provides subsidized health care benefits to 100,000 Washington residents with 
incomes at or below 200% of the Federal Poverty Level, which is currently at $3,333 per month 
before taxes for a family of four.3 Individuals or families that qualify pay a portion of the monthly 
premium on a sliding scale basis depending on family income.  
 
Benefit Structure 
The BHP is a no-frills plan. While it provides access to necessary preventive and acute medical 
care, it offers fewer benefits and requires greater cost-sharing than many employer plans. 
Outpatient, hospital, emergency, pharmacy, and mental health benefits are included, but the BHP 
requires enrollees to share responsibility for their health care and contribute to the cost by paying co-
payments, premiums, and deductibles.4 In fact, the Legislature increased the level of patient cost-
sharing measures in 2004.5 The only exception is preventive care visits, which continue to be 
covered without co-pays in order to facilitate cost-effective primary care and life-saving screening 
exams.  
 
Cost Containment 
The BHP is a lifeline for many low-wage Washingtonians who otherwise could not afford health 
insurance. Even with year to year changes in benefits, cost sharing, member demographics, and 
underlying medical trends, the BHP has consistently constrained its costs more effectively than the 
private insurance market.  From 
2000 to 2005, annual per 
member costs for private health 
insurance grew at an average of 
11% each year, while BHP per 
member costs grew at an 
average of only 4% each year.6   
 
As Figure 1 demonstrates, while 
average per member costs for 
private health insurance grew at 
9% to 15% each year, increases 
in the annual per member costs 
for the BHP were consistently 
lower.  Several factors have 
contributed to this cost 
constraint, including benefit 
design changes imposed by the 
Legislature which resulted in the 6% per member BHP cost decrease in 2003 – 2004.7  Although 
such cost shifting provisions are not as dramatically visible within the aggregate national data, health 
insurance surveys from 2004 report that cost sharing in the private market increased between 2003 
and 2004 and that most workers had to make out of pocket payments for services. 8  
 

Figure 1. Annual Cost Per Member Increases              
(Average Private Health Insurance vs. the Basic Health Plan)
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Highlighted nationally as an innovative state-based model for increasing health care access, the 
Basic Health Plan was included during national Cover the Uninsured Week events in Washington, 
D.C. in May 2006.9 The BHP continues to meet its goal of increasing access to preventive, primary, 
and hospital care for people that would otherwise go uninsured.  

 
II. A Missed Opportunity:  Initiative 773 
 
Voters Overwhelmingly Support a Basic Health Plan 
Expansion 
Over the last several years, continuously rising health care 
costs have led to increasing numbers of uninsured 
Washingtonians. Since 2000, over 150,000 more people have 
become uninsured in Washington, resulting in over 605,000 
state residents without coverage today.10 
 
In 2001, health care providers, low-income advocates, and 
the tobacco prevention community teamed up to find a 
sustainable funding source to meet the growing need for 
affordable health coverage. Initiative 773 (I-773) proposed a 
60-cent per pack tax on tobacco products that would fund 

both tobacco control efforts and an expansion of the BHP by up to 50,000 new slots over 
subsequent years. I-773 directed the state to: 

 Maintain the existing base of 125,000 BHP slots; 
 Increase the BHP by 20,000 additional slots above that base during the 2001-03 biennium; 

and 
 Add 50,000 more slots above that base during the 2003-05 biennium for a total of 175,000 

slots. 
 
I-773 was overwhelmingly approved by two-thirds of 
Washington voters in the November 2001 elections, a 
voter response unmatched in any subsequent election 
(see Figure 2). 11 
 
Voters Undermined: Money Re-directed from the 
Basic Health Plan  
Unfortunately, none of the provisions of I-773 were ever 
implemented as intended by the voters and Washington 
missed the opportunity to expand affordable health care 
to thousands of working families. Over the course of the 
next two years, the Legislature delayed and then 
eliminated the provisions calling for both minimum 
enrollment base and enrollment expansion provisions. 
 

1) The 2002 Legislature, worried about projected 
state deficits for the upcoming biennium, chose 
to delay implementation of the Initiative’s 
expansion provision, instead of increasing the 
BHP by 20,000 slots.  

 
2) In 2003, the Legislature and Governor Locke 

passed SB 6057 which eliminated the 
expansion provisions altogether. As shown in 
the I-773 excerpt (right), this law changed the intent of I-773 by: 

Text of I-773:  Original and Legislative 
Changes (indicated by strike-through text) 

 
…The remainder of funds deposited into the 
health services account shall be appropriated 
solely for Washington Basic Health Plan 
enrollment. Funds appropriated pursuant to this 
must supplement, and not supplant, the level 
of state funding needed to support enrollment 
of a minimum of one hundred twenty-five 
thousand persons (125,000) for the fiscal year 
beginning July 1, 2002, and every fiscal year 
thereafter. 1  
 
The health care authority may enroll up to 
twenty thousand additional persons in the basic 
health plan during the biennium beginning July 
1, 2001, above the base level of one hundred 
twenty-five thousand enrollees.  The health 
care authority may enroll up to fifty thousand 
additional persons in the basic health plan 
during the biennium beginning July 1, 2003, 
above the base level of one hundred twenty-
five thousand enrollees.  For each biennium 
beginning on and after July 1, 2005, the health 
care authority may enroll up to at least one 
hundred seventy-five thousand enrollees. 

Yes 
(66%)

No 
(34%)

Source: Washington Secretary of State

Figure 2. Tw o of Three Washingtonians Vote 
for I-773 to Expand BHP
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 Eliminating the provision for non-supplementation of current BHP funding for a base 
of 125,000 slots; and 

 Striking the provision for a BHP expansion so that the new I-773 revenues were not 
used to expand the program.12 

 
3) State policymakers chose not only to eliminate expansion, but also to cut the program. 

Beginning in Fiscal Year 2004, enrollment in the BHP was capped at 100,000 slots, a cut of 
nearly 30,000. This cap has remained in place despite continued demand for additional slots 
and continued collection of tobacco tax revenues. Since 2004, the program has primarily 
operated either with a significant waiting list or a lag time of several months between 
application and coverage. 

 
What if we had implemented I-773 as voters intended? 
Since January 1, 2002, the state has been collecting tax revenues from the increased cigarette tax 
mandated by I-773. As much as $123.6 million has been generated annually from the dedicated 

I-773 revenue stream 
for a BHP expansion, 
but these revenues 
have been spent in 
other areas  (see   
Table 1). 
 
The table to the left 
illustrates BHP 
expansion if I-773 had 
been implemented as 
intended, including:     

1) the annual tobacco tax revenues that would have been dedicated to the BHP expansion on a 
fiscal year basis; and 2) the potential number of additional slots that could have funded BHP 
expansion each year. 
 
As shown in Table 1, I-773’s dedicated funding source has furnished more than enough annual 
revenue to exceed the phased-in BHP increases allowed by the Initiative.   

 In the 2001-03 biennium (FY 2002 and 2003), I-773 allowed an expansion of 20,000 slots. 
During this period, the tobacco tax would have provided close to three times the funds 
necessary to finance 
the expansion. 

 In the 2003-05 
biennium (FY 2004 
and 2005), I-773 
allowed an expansion 
of 50,000 slots. 
During this period, 
the tobacco tax would 
have generated 
enough funding to 
pay for that 
designated expansion 
plus over 15,000 
additional slots. 

 
If I-773-generated funding 
had been used for the BHP 

 
Table 1. Tobacco Tax Revenues Generated from I-773 and Possible New BHP Slots 

Fiscal Year 

Available I-773 
revenues for 

BHP 
expansion13 

Annual State 
cost per BHP 

member14 

 
Additional BHP 
slots that could 

have been 
funded by I-773 

revenue15 

Additional 
BHP slots 
allowed by      

I-773 
2002 $97.8 million $1,753 55,819 20,000 
2003 $119.8 million $1,889 63,440 20,000 
2004 $123.6 million $1,803 68,579 50,000 
2005 $118.4 million $1,76816 66,988 50,000 
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Figure 3.  BHP Enrollment Levels Actual and I-773 Funded Expansion
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Source: Washington Health Care Authority
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as intended by voters, the program would have maintained its original baseline goal of 125,000 
enrollees and funded the additional 50,000 slots annually, reaching the designated total of 175,000. 
Figure 3 shows the comparison between actual BHP enrollment over time, and BHP enrollment if I-
773 revenue had been implemented as voters intended.   
 
III.  Expanding the BHP is Politically Feasible 
Financing remains one of the main obstacles to coverage for our state’s over 605,000 uninsured. As 
Washington moves forward, policymakers must consider how to confront such key health care 
issues within the context of a continually tight state budget. It is still possible to make up for the 
missed opportunity of I-773 by re-examining the use of this existing, dedicated revenue source. In 
2007 policy makers can take 
immediate steps to increase 
the availability of affordable 
health care by utilizing I-773 
revenue as it was originally 
intended.   
 
Even with the rising costs of 
health care, existing I-773 tax 
revenue could pay the state’s 
share of tens of thousands of 
needed BHP slots each year. 
As data on BHP cost and I-773 
revenue have remained 
relatively stable over time, 
examining the most recent 
data available (FY 2005) 
makes it possible to project how I-773 revenue could impact Washington’s uninsured in future years 
(see Figure 4).17 This 2005 example demonstrates three key impacts: 
 

1) Restoration of this sustainable funding source to its intended use could insure nearly 67,000 
more people in Washington each year.  

 In FY 2005, the tax raised over $118 million that was originally intended to fund a 
BHP expansion.   

 At FY 2005 BHP costs, this revenue would directly fund the state's share of nearly 
67,000 new BHP slots.   

 
2) Expanding the BHP with existing I-773 revenue could reduce the number of uninsured in 

Washington by 11%.   
 If 2005 I-773 revenue had been utilized to fund a BHP expansion of nearly 67,000 

slots, the number of uninsured in Washington would have dropped to 538,802.18 

3) Such an expansion would cut nearly in half the number of Washingtonians that became 
uninsured this decade.  

 Since 2000, the number of uninsured Washington residents has risen by over 
150,000.   

 Utilizing I-773 funds for the BHP would ensure that nearly 67,000, or 44%, of these 
Washington residents could have health coverage each year in a funded Basic 
Health program.19 

 
The Need for a Basic Health Expansion 
There is an unmet need for health coverage in this state—over 605,000 Washingtonians are 
uninsured.20 Numerous studies show that insurance helps assure regular access to a doctor, ability 
to buy medications, and receive appropriate screening, diagnosis and treatment of disease.21 
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Insurance coverage and access to a medical home also reduce emergency room visits.22 A national 
study by the National Association of Community Health Centers estimated that in 2006, $355 million 
will be wasted in Washington emergency rooms for non-emergency care.23 This wasted expenditure 
could have been saved if residents had instead received their non-emergency care through a 
medical home, such as a community health center. 
 
Research also demonstrates that the uninsured and underinsured avoid or delay needed medical 
care because they cannot afford the cost. By the time they seek care their illnesses have often 
grown acute, necessitating expensive trips to the emergency room and specialty care. This leads to 
unpaid medical bills, resulting in more bankruptcies.24 
 
A recent national report highlighted the significant disparities in medical care received by the 
uninsured compared to those with insurance. Washington State had one of the ten worst scores for 
the number of uninsured residents who said they could not see a doctor because of cost (48%) and 
for the number of uninsured women who could not receive a mammogram (59%).25   
 
Uncompensated care hurts individuals and the community 
Uncompensated care costs do not only affect uninsured individuals, they also directly affect health 
care providers, employers, and insured members of the community. 
 
Community clinics and hospitals have been suffering from an increasing burden of uncompensated 

or charity care that threatens the viability of facilities that all 
of us depend on as part of the health care safety net. In 
2005 alone, Washington State health care providers had to 
absorb over $726 million in health care costs for the 
uninsured.26 This hits safety net providers hard. For 
example, Harborview Medical Center, the only Level One 
trauma center in the region, suffered under the weight of 
$98,000,000 in charity care in 2005 - an amount that has 
more than doubled in just three years.27   
 
Recent research also demonstrates that these 

uncompensated care costs show up as increased premiums for the insured. In 2005, the average 
family health insurance premium in Washington included $1,206 just to cover system costs for 
providing uncompensated care.28   
 
IV.  Conclusion: Recent Progress Made, But Much More to be Done 
 
The Basic Health Plan was a visionary program for the nation at the time of enactment, and it 
remains so today. Legislators and the public recognized that working Washingtonians needed a 
program that preserved access to affordable health care when employers did not provide it. The 
BHP has increased access to affordable health care, preventing the number of uninsured 
Washingtonians from rising even higher during the past two decades. This proven partnership 
between the state and low-income residents ensures that Basic Health enrollees contribute to the 
cost of their care, and that health care costs for the state and the system are controlled. Research 
shows that the entire community benefits when their neighbors have health care coverage and 
community clinics and hospitals are able to remain open and viable. 
 
During the 2006 session, the Legislature made progress by deciding to reverse some of the previous 
BHP cuts and restore funding for 6,500 slots. Washingtonians also continue to support the notion of 
expanding the BHP to provide access to health care for those in our communities who otherwise 
would not have it. In a 2005 Working for Health Coalition poll, nearly 9 in 10 voters (86%) said it was 

"This . . . gives a warning to our state 
and national leaders by showing that 
our neighbors, friends and relatives 
without health coverage live sicker, 

and will likely die younger, than those 
who have insurance.” 

 

— Risa Lavizzo-Mourey MD, MBA 
President and CEO  

Robert Wood Johnson Foundation 
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important for the State of Washington to provide affordable basic health insurance for residents who 
cannot afford it.29  
 
Now more than ever, access to health care is in crisis for many Washingtonians. Over 605,000 of 
our neighbors are uninsured, many of whom would be eligible for affordable coverage under BHP if 
slots were available. When I-773 was approved, about 275,000 Washingtonians were eligible for 
BHP but unable to access it because of under-funding. That number has since jumped to 375,000.30   
 
The Legislature began to expand this valuable program in 2006. Now is the time to make up for the 
missed opportunity that I-773 offered to Washington by expanding the Basic Health Plan, an 
affordable health care program with a proven track record. With the revenues provided by I-773, the 
state has sufficient funding to substantially increase access to cost-effective health care for 
Washingtonians and reverse the trend of increasing uninsured. Let’s not miss the opportunity again. 
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to 100,000 members (from 115,031 in July 2003), and (2) reduce the actuarial value of Basic Health's benefits package by 18%, 
starting in 2004. This meant that fewer members would be covered by Basic Health, and those who were enrolled would pay more 
for their coverage.” 
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insurance survey reports that cost sharing increased in 2004 including increases in coinsurance and deductibles.  Kaiser Family 
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12 SB 6057 struck out the supplantation and expansion provisions for net I-773 generated revenue, but did not alter the provision that 
the funds would flow into the Health Services Account. As a result, net I-773 funds have been deposited in the Health Services 
Account and used to fund the variety of programs paid for by that fund, such as the existing costs for the Basic Health Plan – which 
was not the original intent of I-773. 
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