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Executive Summary

Medicaid and SCHIP have been instrumental in covering more low-income uninsured children over the last
decade. While much progtess has been made, nine million children remain uninsured. As SCHIP
reauthorization approached in 2007, states wete poised to move forward with efforts to cover more uninsured
children. Howevet, federal obstacles, including the Medicaid citizenship documentation requirements, the
issuance of a CMS-directive on August 17t 2007 limiting state expansions, and the failure to reauthorize
SCHIP have hampered progtress. A temporaty extension provided funds for SCHIP through March 31, 2009.

When states adopted their budgets for the fiscal year starting July 1, 2008, many were able to include funding
for children’s coverage expansions. Later, the severity of the unfolding fiscal crisis became clearer and state
budget shortfalls are now expected to total $350 billion for the remainder of FY 2009 and through 2011. States
face mounting pressure to cut Medicaid and SCHIP just as the need for coverage rises due to climbing
unemployment and loss of health coverage. In the last downtutn, some states implemented restrictive
enrollment procedures and reported dramatic declines in children’s enrollment as a result. States may soon feel
pushed to take such steps. Key findings from the annual KCMU survey of state Medicaid and SCHIP policies
for children and parents that were implemented or authorized between Januaty 2008 and January 2009 in the
50 states and D.C. include:

¢ States continued to make progress on improving access to health coverage, particularly for
children, but several significant setbacks warn about impending problems. One-third of states
(19) increased access to health coverage, while ten states enacted at least one measure to restrict
coverage. The most common restriction was imposing new or higher premiums in SCHIP, but two
states also restricted eligibility. California increased the frequency of renewal, a change estimated to
affect more than 260,000 children as well as large numbers of parents.

* The economic crisis is widespread and serious healthcare cuts are looming, but the
commitment to children is still strong. States continued to enact eligibility expansions for children,
and state officials in several of those states plan to go forward even though they are facing significant
budget shortfalls. Federal constraints, such as the untesolved reauthorization of SCHIP and the
August 17% directive, have caused some states to put expansions on hold temporarily. Others are using
state funds to pay for coverage precluded by the directive.

e Parent coverage is still more difficult to obtain than childten’s coverage. The median income at
which children qualify for coverage is 200 percent of the federal poverty line, but is much lower — 68
percent of the federal poverty line — for working parents. However, for unemployed parents, the
median income eligibility for Medicaid is just 41 percent of the federal poverty line, $601 per month for
a family of three in 2008. Jobless parents who need coverage may find that unemployment payments
put them over the income limit for Medicaid.

e Outreach budgets were increased in a number of states, however, some are beginning to report
that these funds are being curtailed. Outreach, including community-based application assistance,
is critical in a recession, since newly eligible families may be unfamiliar with public programs. But in
light of budget shortfalls, some states expressed skepticism for conducting aggressive outreach. About
half the states are using technology to implement or develop online applications and to develop more
efficient enrollment and renewal systems.

As the economic crisis deepens, states will be under major pressure to contain costs. This may lead them to
take steps that not only reverse coverage gains, but intensify the hardships that many families are already facing
as a result of losing their jobs and their health insurance. Congress is currently considering SCHIP
reauthorization and an economic recovery package that would provide additional federal Medicaid matching
funds. These would help states to maintain vital coverage for low-income families, support state efforts to
enroll more eligible children, and make program improvements. Strengthening Medicaid and SCHIP in these
ways is an essential precursor to the larger task of enacting broad health care reform.
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I. Introduction

A commitment to providing health coverage for uninsured children has inspired nationwide efforts
that began in earnest with enactment of the State Children’s Health Insurance Program (SCHIP) in 1997.
Like Medicaid, the chief soutce of health coverage for low-income families, SCHIP finances coverage
through a partnership between the federal and state governments. State measutes to expand eligibility and
adopt streamlined enrollment procedures in Medicaid and SCHIP have strengthened both of these
programs, and they have been instrumental in reducing the percentage of low-income uninsured children
by one-third over the last decade.! Notably, the number of low-income uninsured parents increased over
the same period, since eligibility levels and resoutces for addressing their health coverage needs do not
approach those related to children.

While considerable progress has been made, nine million children in the United States remain
uninsured, with nearly two-thirds of them eligible for Medicaid and SCHIP. In 2007, with relatively robust
state budgets and the reauthorization of SCHIP at hand, across the country, states came forward to
reaffirm their commitment to closing this gap. That year, state efforts to expand children’s health
coverage represented the most aggressive steps forward since the eatly years of SCHIP. Of the 20 states
that expanded eligibility for children, 12 raised ot authorized raising SCHIP income limits to 300 percent
of the federal poverty line, more than doubling the number of states that previously had eligibility set at
this level. States also made progress on adopting simplified enrollment and renewal procedutres in both
Medicaid and SCHIP, emphasizing strategies that reduce paperwork and jump-start enrollment.”

Despite this burst of activity, efforts to advance children’s coverage met unanticipated federal
obstacles. The Medicaid citizenship documentation requirement, enacted in 2006 as part of the Deficit
Reduction Act, sent state simplification efforts backwards by requiring U.S. citizens applying for Medicaid
to present original documents proving their citizenship and identity. States reported that this new rule
ushered a deep decline in the entollment of eligible U.S. citizens, especially children.

The expected reauthorization of SCHIP also encountered roadblocks. Congress passed two
versions of legislation to reauthorize SCHIP and President Bush vetoed each of them. And, on August 17,
2007, as SCHIP reauthorization was proceeding, the Centers for Medicate and Medicaid Sexvices (CMS)
issued a directive that impeded states’ ability to expand coverage.’ The year ended with these problems
untesolved, meaning states were without the infusion of funds they were anticipating, and the new tools to
bolster outreach and enroliment did not materalize. A temporary extension provided funds for SCHIP
through March 31, 2009.

When states adopted their budgets for the state fiscal year starting July 1, 2008, they were able to
include funding for children’s coverage expansions. Later, the economy began to show signs of trouble,
but it was not until September 2008 that the breadth and depth of the unfolding fiscal crisis became clear
as financial markets collapsed and unemployment started to rise sharply. States are now facing an
extremely threatening fiscal situation, with state budget shortfalls expected to total $350 billion for the
remainder of FY 2009 and through 2010 and 2011.*

So far, most states have managed to maintain existing eligibility levels and procedural
improvements. For example, despite serious financial pressures, states that enacted eatlier children’s
coverage expansions, such as Jowa and New York, have reiterated their intentions to go forward. But,
there are warning signs that this will become more and more difficult.
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As in past economic downturns, states will continue to struggle with the mounting pressure to cut
health coverage programs just at the time that an increasing numbet of people need the vital services they
provide. Many states have already implemented or announced major cuts to health programs, mainly in
the area of provider rates and benefits, which have a significant impact on access and the quality of care,
States that have not yet expanded are likely to be deterred from increasing coverage because of the dire
economic environment.

Medicaid enrollment and spending growth peaked in 2002 at the same time state revenues dropped
sharply. In response, states adopted an array of cost containment strategies to control spending growth.
Then federal fiscal relief was made available to states through the Jobs and Growth Tax Relief
Reconciliation Act of 2003, increasing the federal share of Medicaid costs, and lifting some of the burden
states were carrying. The legislation restricted states from lowering Medicaid eligibility between September
2003 and June 2004, as a condition of receiving relief funds. Thus, no state retracted Medicaid eligibility
during this time period. SCHIP eligibility also remained relatively constant, with only a few states cutting
back.

However, because they were still grappling with budget shortfalls, nearly half the states put in place
enrollment procedures that made it more difficult for children and parents to secure and retain health
coverage between Aptil 2003 and July 2004.° Some states reported dramatic declines in children’s
enrollment as a result of these budget-driven changes, and children who were most likely eligible for existing
programs became uninsured. For example, in Texas, SCHIP enrollment dropped by more than 149,000
children (a 29 percent decline), in latge measure, due to reducing continuous coverage from 12 months to
six months. Washington state also repealed the guarantee of 12 months of coverage and required parents
to renew their child’s eligibility every six months as well as report changes in the interim. This, along with
other procedural changes, led to a dramatic caseload reduction of more than 40,000 children. In
Wisconsin’s BadgerCare program, establishing more rigorous documentation requirements resulted in an
enrollment decline of 13,000 children and parents in just the first four months of implementation. Several
states also froze SCHIP enrollment. In addition to turning away children who qualified for coverage
undet SCHIP, this strategy adversely affected Medicaid-eligible children not subject to the freeze. Eligible
applicants’ path to coverage was limited when states stopped taking joint Medicaid/SCHIP applications or
because families mistakenly interpreted news reports to mean that all coverage programs were closed to
new applicants.’

Coming out of the last economic downturn, states worked to eliminate SCHIP enrollment freezes
and reverse some of the enrollment barriers they had imposed. This enabled caseloads to recover
somewhat. An important lesson learned, however, is that the problematic effects of changing
administrative procedures can endure if such changes send conflicting messages to prospective and current
program participants.

As this report goes to press, two major developments are within reach. Congress has taken up
SCHIP reauthorization once again and is working towards passing a bill that will likely be one of the first
pieces of legislation to be presented to the nation’s new president, Barack Obama. Next will come a
significant economic recovery package that will contain substantial state fiscal relief in the form of
enhanced federal matching funds for Medicaid that will reduce the share of the costs states will have to
contribute for the program. Passage of both these bills would provide needed relief, as well as the support
to move forward on enrolling more eligible, uninsured children. These measures would also help reinforce
the federal/state partnership that is fundamental to the viability of health coverage programs.
Strengthening Medicaid and SCHIP by making sure they are in a position to provide coverage to more
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low-income uninsured individuals, is also an essential precursor to the larger task of enacting broad health
care reform.

II. About this Survey

This report presents the findings of a survey of eligibility rules, enrollment and renewal procedures,
and cost-shating practices in Medicaid and SCHIP for children and families that were implemented ot
authorized between January 2008 and Januaty 2009 in the 50 states and the District of Columbia. These
policies have a large influence on how effectively Medicaid and SCHIP can deliver health coverage to the
eligible children, pregnant women and parents who rely on the vital services these programs provide. They
are the driving forces behind efforts to reduce the number of low-income people who lack adequate
insurance but cannot afford to pay for it on their own.

This study, the eighth annual survey conducted by the Center on Budget and Policy Priorities for
the Kaiser Commission on Medicaid and the Uninsured, was catried out in the summer and early fall of
2008, through extensive telephone interviews with state Medicaid and SCHIP program administrators.
Detailed follow-up interviews proceeded through the end of the year. The findings reflect policies and
procedures in effect in the states in January 2009, as well as coverage expansions that were authorized, but
were not implemented, by states during the survey period.
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III. Key Sutvey Findings — Current Status of Coverage for Children and Parents

States continue to make progress on improving access to health coverage for low-income families.
As of January 2009, income eligibility levels are as follows:

States provide health coverage for children and pregnant women under Medicaid or SCHIP as
follows (Figures 1 & 2):

» 44 states, including DC, cover children in families with income at 200% FPL or higher.
($35,200 for a family of three in 2008).

o 33 states cover children in families with income between 200% and 250% FPL.
(200%: $35,200 for a family of three in 2008; 250% FPL: $44,000 for a family of three in 2008).

» 19 states, including D.C., cover children in families with income at 250% FPL or higher.
10 of these states cover children in families with income at 300% FPL or higher.
($52,800 per year for a family of three in 2008).

» 40 states, including DC, cover pregnant women with income 185% FPL or higher.
($32,560 for a family of three in 2008).

RAgure 4
Children’s Eligibility for Medicaid/SCHIP by Income,
January 2009

Flgure 2
Medicaid Eligibility for Pregnant Women by Income,
January 2009
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SOURCE: Based on a national survey conducied by the Canter on Budget and
Palicy Priorities tor KCMU, 2008,

States provide health coverage for parents under Medicaid as follows (Figures 3 & 4):

+ In 12 states, family income must be less than half the federal poverty line for a working parent to
qualify for Medicaid ($8,700 per year for a family of three in 2008).

« In 29 states, family income must be less than half the federal poverty line for a jobless parent to
qualify for Medicaid ($8,700 per year for a family of three in 2008).

» 18 states, including the District of Columbia, cover parents in families with income at 100 percent of
the federal poverty line or higher ($17,600 per year for a family of three in 2008).

» In 28 states, a parent in a family of three, working full-time at the minimum wage, earning on average,
$1,092 per month, cannot qualify for Medicaid.
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Flgured
Medicaid Eligibility for Working Parents by Income,
January 2009
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Flgure 4
Medicald Eligibility for Jobless Parents by Income,
January 2009
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Policy Priarities far KCMU, 2009.

It continues to be more difficult for a low-income parent to qualify for health coverage than for a

child (Figure 5). The median income at which children qualify for Medicaid or SCHIP is 200 percent of

the federal poverty line, but is much lower — 68 percent of the federal poverty line — for working
parents. For jobless parents, the median income eligibility for Medicaid is just 41 percent of the federal
poverty line, §601 per month for a family of three in 2008. In an economic downturn, this low income

limit can take a serious toll on families. For many individuals who have lost theit jobs and also their health

insurance, COBRA coverage is likely to be prohibitively expensive or may not be available, and parents

may turn to public programs for coverage. However, they may find that the unemployment compensation

payments they receive put them over the income limit for Medicaid. (Since unemployment compensation

is unearned income, “earnings disregards™ that are designed to help working families qualify do not apply.)

Jobless parents may eventually become eligible, but in the interim they are subject to health risks and
financial exposure that can have deleterious consequences for themselves and their families.

Percent of Poverty

200%

Figure5

Median Medicaid/SCHIP Income Eligibility Thresholds
for Children, Pregnant Women and Parents,
January 2009

185%

Federal Poverty Line
for a family of three
($17,600 per year In 2008)

Children

Pregnant
Women

Working
Parents

Jobless Parents

SOURCE: Based on 2 national survey conducied by tha Center on Budget
and Polley Priorities for KCMU, 2009,
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IV. Key Survey Findings — State Actions During 2008

Overall, states continued to make progress on improving access to health coverage, but a few
setbacks warn about impending problems (Figure 6).

» More than one-thitd of the states (19 states) took steps to increase access to health coverage
for low-income children, pregnant women and parents. Fifteen(15) states authorized or
implemented coverage expansions (CO, L4, IN, KS, .4, MD, MT, ND, NJ, NY, OK, OR, SC, TN,
W1); 11 states reduced procedural batriets (4AZ, CO, LA, KY, LA, MD, MT, NV, OR, §C, UT) and
three states reduced financial barriers to Medicaid and SCHIP (TN, WA, WI).

Figure 6

Number of States Taking Action Affecting Access
to Health Care Coverage, Jan 08 ~ Jan 09

States that Improved Access ]

15
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SOURCE: Based on a nationel survey conducted by the Center on Budget and
Policy Priorities for KCMU, 2008,

» Ten states (10 states) enacted at least one measure to restrict coverage. The most common
restriction was to increase financial barriers such as new or higher premiums in SCHIP programs.
Eight states (GA, I.A, MIN, MO, NJ, NV, PA, RI) went in this direction. Rbhode Island and South
Carolina testricted eligibility, the former cutting income eligibility for parents, and the latter
establishing a three-month waiting period in its new separate SCHIP program, during which children

must remain uninsured before they can enroll. California, increased the frequency with which parents
and children are required to renew coverage.

The actions taken by Rhode Island and California, among the first states to feel the effects of the
economic downturn, raise concerns about where other states could be headed if their fiscal pressures
go unaddressed. The premium increases in Rbode Island are steep, coming at a time when families are
likely to be financially strapped. Premiums of $45 per child per month are now required for children
in families with incomes as low as 133 percent of the federal poverty line ($23,467 for a family of
three in 2008), as compared to the previous starting point, 150 percent of the federal poverty line.
Premiums for other children range from $86 per month to $114 per month, representing an increase
of up to $29 per month for some.

California’s retraction of 12-month continuous eligibility for children withdraws the guarantee of full-
year coverage, which is critical for children with ongoing medical needs. In addition, the state will
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now require children and parents on Medicaid to comply with a semi-annual reporting procedure that
is likely to cause otherwise avoidable gaps in coverage for eligible families. It will also create
unnecessaty and costly administrative burdens, since eligible families dropped from the program are
likely to reapply within a short petiod of time. These changes could result in more than 260,000
children losing coverage by 2011. A large number of parents would be affected as well.’

The economic ctisis is widespread, and serious health care and other cuts ate looming, but states
are demonstrating a steadfast commitment to covering children (Figure 7). States continued to
enact eligibility expansions for children, and state officials in several of those states, such as Jowa and New
York, plan to go forward even though they are facing significant budget shortfalls. Federal constraints that
have dampened states’ ability to expand, such as the unresolved reauthorization of SCHIP and the August
17" directive, have caused several states to put expansions on hold or scale back temporarily. Othets, such
as Wisconsin and New York, are using state funds to pay for children whose coverage is precluded by the
August 17" directive.

Figure 7
Number of States Taking Action Affecting
Children’s Access to Health Care Coverage,
Jan 08 - Jan 09
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SOURCE: Based on a national survey conducted by the Cemer on Budget and
Policy Priorities for KCMVU, 2009.

+ One-third of the states (17 states) increased access to coverage for children. Ten (10) states
implemented or authorized eligibility expansions for children. Iowa and Montana raised children’s
coverage (scheduled to begin later this year), to 300 percent of the federal poverty line and 250
percent of the federal poverty line, respectively; Kansas implemented a children’s coverage expansion
to 250 percent of the federal poverty line. If the August 17" directive remains in place, these states
will be subject to the strict conditions it imposes. Eligibility increases were also implemented, but to
more modest levels in Colorado, North Dakota and South Carolina. New York adopted the option to
allow children leaving foster care upon reaching age 18 to keep their Medicaid coverage.

Of the ten states that expanded coverage for children, four were implementing expansions that were
authorized last year, but which had been held back by the August 17" directive or by the uncertainty
surrounding SCHIP reauthorization. Louisiana and Indiana increased eligibility to 250 percent of the
federal poverty line, rather than 300 percent. Wisconsin and New York chose to move forward with
their full expansions, funding coverage over 250 percent of the federal poverty line with state funds
only. I/iinozs has been funding its expansion using state dollars. Planned expansions in five additional

states (NC, OH, OK, WA, and WV’ remain stalled.
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lowa Children Get A Coverage Boost

Buoyed by a groundswell of public support for covering children, lowa Governor Chet Culver, along with
state legislators, remain strong in their pledge to expand health insurance to more of the state's uninsured
children. In the last legislative session, state legislators passed an expansion of hawk-i, the state’s SCHIP
program, to 300 percent of the federal poverty line, which will be implemented in July 2008, and cover an
estimated 5,000 new children. Program improvements have already proceeded. The state now guarantees
children a full 12 months of continuous coverage and is pursuing ways to ease premium payment policies.
For example, families new to the program will not have to pay premiums for the first two months of
enrolliment. Outreach is expected to go forward as well, but may possibly be scaled back. Like many other
states, lowa is in a severe budget crunch, with an expected shortfall of more than $600 miillion in the coming
year. Major spending cuts are being planned, but it appears that the children’s coverage expansion will go
forward. Senate Majority Leader, Mike Gronstal (D) stated recently, “We committed to providing access to
affordable coverage to every kid in the state of lowa. I'm not interested in backing up on that commitment.”

* "Health Promises Persist: lowa lawmakers reconcile health care goals, budget" The Hawkeye, January 15, 2009,

Eleven (11) states took steps to reduce procedural batriers to coverage for children (Figure 8).
Arizona, Kentucky, and Utah no longer require families to participate in face-to-face interviews to
obtain health coverage for their children, and Colorado adopted “administrative verification and
renewal,” meaning the state no longer requires families to provide paper documentation of their
income and eligibility workers use existing databases to verify the information families provide on the
application. Maryland, Montana, Louisiana, South Carolina and Utab have revised their applications to
allow parents to apply using the same simplified forms that are used for children, a change that
benefits both children and patents. Iowa, North Dakota and Oregon now guarantee 12 months of
continuous eligibility, considered to be one of the most effective tools for keeping children covered
for as long as they qualify. One serious setback, the changes to the renewal procedures in California,
was discussed earlier.

Flgure 8

Simplifying Enroliment and Renewal:
Strategies States are Using in Children’s
Health Coverage Programs, Jan 09

Number of States:

No Interview at Renewal
No Interview at Application #E
No Asset Test TG
12-month Renewal Period Sl
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Administrative Verification i

SOURCE: Based on a nallanat survey conducted by the Canter
on Budget and Policy Priorities for KCMU, 2009,
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States Explore the Use of Technology to Facilitate Enroliment

Emergence of Online Applications

About half the states reported that they are implementing, or are in the process of designing, on-line
applications. Several of these states also report allowing the use of electronic signatures, so that a follow-up
signature page does not have to be printed and mailed in. (Other states appear unsure about the
permissibility of electronic signatures and point to the lack of clear federal guidance on this subject.) Some
states at the forefront of using on-line applications also report that their applications currently interface with
existing eligibility systems (or will in the future), so that information from the on-line application does not have
to be re-entered by eligibility workers and an eligibility determination can move forward more rapidly.

Database Usage

Eleven states (12 states at renewal) report using technology to streamline the enroliment and renewal
process. States report conducting matches with existing databases to verify income and other information,
as well as eliminating rules requiring families to submit pay stubs or other paper documentation. This
procedure is referred to as “administrative verification and renewal.” Many states also are conducting data
matches with their Vital Records departments to help families comply with the Medicaid citizenship
documentation requirement, however, the technological capacity to do this efficiently varies considerably.
Finally, states are exploring the use of technology to target outreach, for example, by conducting data
matches with existing databases to identify children and parents who are likely to qualify for health coverage
but who are not enrolled. States report using matches with food stamp databases for this purpose, and have
expressed interest in using state tax system databases.

+ QOutreach budgets in a number of states were increased in 2008, however, some states are
beginning to report that these funds are being curtailed. Several states reported increases in
outreach funding in 2008, sometimes associated with new expansions, but also for ongoing
promotional activities and community-based application assistance. In recent follow-up interviews,
some state officials indicated that their outreach budgets have now been cut; others expressed
skepticism for conducting aggtessive outreach in light of budget shortfalls. Still others said their
outreach activities would go forward, with some indicating that activities would emphasize renewal
assistance so that already enrolled children do not lose coverage.

+ A few states reduced financial barriers to children’s coverage, eliminating or lowering
premiums for some children, while other states increased premiums (Figure 9). Tenznessee,
Washington and Wisconsin either reduced premiums or eliminated them for some children. Georgia,
Minnesota, Missours, Nevada, New Jersey, Pennsylvania and Rhode Island increased premiums for children,
with two of these states showing significant increases. Minnesota premiums increased by up to $14 perx
month for some children. Premium increases in Rhode Island, discussed eatlier, represented the most
severe increases for children this year. New premiums implemented in Lowisiana, apply to the state’s
new expansion group (children with incomes between 200 percent and 250 percent of the federal
poverty line).

« Co-payments for health services were adopted in one state and incteased in two states (Figure
10). Currently, 24 states charge co-payments for children’s health services. Wisconsin adopted new co-
payments, and West Virginia and Utab increased co-payments for prescription drug coverage. Only
one state, Montana decreased co-payment amounts.
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States with Premiunfl‘g"d’r Enroliment Fees in
Children’s Health Coverage Programs,
January 2009
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Flgure 10
States with Co-payments for Selected Services
in Children’s Health Coverage Programs,
January 2009
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Low-income patents applying for Medicaid coverage continue to face substantially restricted
income eligibility and access as compared to their children (Figure 11 and 12).

« A few states took steps to boost coverage and simplify procedures for parents. Three states —
New Jersey, Maryland, and Wisconsin — implemented parent coverage expansions. Still, in 28 states,
parents working full titme at minimum wage cannot qualify for Medicaid. One state, Rhode Island, cut
patent coverage. Maryland also stopped counting assets in determining eligibility for parents, a step
that fewer than half the states have taken. Given the restrictive income eligibility levels for parents in
most states, the majority of parents applying are not likely to have substantial bank accounts, multiple
vehicles of significant value, or other resources that would disqualify them. The burdensome and
intrusive paperwork associated with proving that one does not exceed the asset limit often deters
eligible parents from completing the application process. Other measures were implemented to
reduce procedural barriers for parents, including eliminating interviews and reducing the frequency of
renewal (AZ, MD, UT), but these practices are still more prevalent in children’s coverage programs.

Agure 11
Medicaid Eligibility for Working Parents
by State Minimum Wage, Jan 2009
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Maryland Expands Medicaid Eligibility for Low-Income Parents

Access to health coverage increased measurably for thousands of low-income Maryland parents this year
when an income eligibility expansion and a package of procedural improvements were implemented on July
1, 2008. The state boosted parent eligibility from about 30 percent of the federal poverty line to 116 percent.
The state also eliminated the asset test and no longer requires parents to have a face-to-face interview at the
Medicaid office. This streamlined the process for parents and also aligned procedures for parents and
children to a greater extent so that they can apply using the same simplified application form. Since its
implementation, 29,682 adults have enrolled as a result of the expansion.

To achieve this early success, a logical first step was to identify children already in Medicaid whose family
income is below 116 percent of the federal poverty line and enroll the parents when they renew their child's
coverage. Traditional outreach efforts including TV, print and radio pubticity, as well as activities with the
Baltimore Ravens football team, also have done much to inform families about the new coverage
opportunity. In addition, the Medicaid and revenue agencies coordinated on a new initiative that used the tax
system to identify 150,000 people who were potentially eligible. They were sent a letter from the state
Comptrolier inviting them to call a toll-free number for an application. Between December 1 and December
12, 2008, nearly 1,800 hotline callers were sent applications. Others obtained applications on-line and
through other avenues.

Enrollment continues to increase and the recession is apparently a driving force: there were more approvals
of parents in the expansion group during the first two weeks in December than there have been since it was
implemented in July and state officials say they are seeing people who previously had secure jobs and are
seeking help, perhaps for the first time. The budget is tight in Maryland, but in two rounds of cuts, the
expansion has not been targeted.

*Conversations with Maryland State Officiais, January 2009.

+ Income eligibility for pregnant women remained stable with neatly half the states covering
pregnant women at 185 percent of the federal poverty line. Two states, Tennessee and Wisconsin,
increased eligibility for pregnant women to 250 petcent and 300 percent of the federal poverty line
respectively. Oklaboma and Orgon both adopted the option to use SCHIP funds to cover unbotm
children of pregnant wommen.

V. Discussion

Recession Jeopardizes States' Ability to Maintain and Advance Coverage for Low-Income
Children and Parents

States have made substantial progress in reducing barriets to health coverage for low-income
children and families. They continued to do so duting the first half of 2008 by futther expanding eligibility
and streamlining enrollment and renewal procedutes. Now, as the economic crisis deepens, states will be
under major pressure to contain costs. This may lead them to take steps that would not only reverse
critical coverage gains, but would intensify the hardships so many families are already facing as a result of
losing their jobs and their health insurance. In the last economic downturn, federal fiscal relief was
successful in helping states address budget shortfalls, avoid deeper Medicaid cuts, and preserve eligibility,
which was a condition of receiving enhanced federal funds. However, to deal with tight budgets, many
states made procedural changes to their programs which blocked eligible children and patents from
obtaining coverage at a time when they could least afford health cate on their own.
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Easing Eligibility and Simplifying Procedures Are Especially Important During an Economic
Downturn

Individuals who have lost health coverage due to unemployment need a smooth path to Medicaid
and SCHIP.! Any period of time without insurance could cause ongoing medical conditions to escalate if
it is not possible for families to find ot pay for needed medication or other treatment on their own.
Parents who are recently unemployed may find that the unemployment compensation payments they
receive put them over the income limit for Medicaid. States can choose to disregard these payments or a
pottion of them in determining eligibility for jobless parents. States can eliminate their SCHIP waiting
periods or at least ensure that a job-loss exemption is available. Minimizing documentation requirements
and rescinding face-to-face interviews also are important since complicated, burdensome forms and
procedures often discourage families from completing the process. Enrolling children for a full 12 months
and simplifying renewal helps ensure beneficiaties remain covered for as long as they qualify. In addition
to protecting children and families, taking such steps also saves administrative costs by reducing the
workload on eligibility workers. Eligibility staff may have been cut at the same time application volume
has increased.

Premium Payment Policies Matter

It also is important to ensure that unreasonable out-of-pocket costs do not keep eligible children
from obtaining coverage and needed care. When a family has lost income or a job, it will be more difficult
to keep up with premium payments on top of regular living expenses. Nuterous studies show that
premiums for low-income individuals can depress enrollment in health coverage programs.” Similarly,
burdensome co-payments can be an obstacle to getting needed care or medication. Programs should also
avoid imposing strict payment timeframes after which children are disenrolled from SCHIP, as well as
lock-out periods that bar children from returning to SCHIP if the lack of a premium payment forces them
to lose coverage.

Outreach Is Critical During Economic Downturns

In tight budget times, it may appear sensible to cut outreach funds as states seek ways to contain
the costs associated with expanding caseloads. Conducting outreach may also seem counterintuitive when
hiring freezes and lay-offs mean there are fewer eligibility workers to process a larger volume of
applications. However, families that previously had stable jobs with health insurance are likely to have
little or no experience navigating the public benefits system. They may not know where to turn for help
when they become jobless, nor are they likely to know much about Medicaid and SCHIP or realize that
they may qualify. Community-based organizations and institutions can play a vital role in alerting families
to the availability of free or low-cost coverage and in assisting families with application procedures.

States are attempting to balance these competing pressures. For example, although New Mexico
has had to make significant cuts to its Medicaid budget, the state will continue to reach out and enroll
more uninsured children, a goal Governor Richardson has prioritized. A state Medicaid official explained
that, while available funding will continue to be used for outreach, “the state does not have funds to do
anything very aggressive or costly. It's difficult to justify spending on outreach when we're cutting
elsewhere, however we will conduct some data matches to identify eligible but unenrolled children.”*®
Given the demands that outreach generates and the limitations created by personnel cuts, adopting
simplified procedures are more important that ever. Streamlining renewal, in particular, protects the
investment in outreach since it guards against eligible children and parents losing coverage unnecessarily.
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Federal Legislation May Provide Needed Help for States

‘T'wo major pieces of legislation are being considered in Congress as this report is being written.
Both are critical to addressing the challenges states are facing as they report mounting deficits and also
attempt to assist the growing demand for health coverage among families that are suffering the effects of
the weakening economy. The first is reauthorization and extension of SCHIP legislation, which is
cutrently operating with temporary funding through March 2009. This legislation would provide the
additional funds to maintain coverage for children currently enrolled and cover additional uninsured

children. It would also provide bonus payments designed to encourage states to enroll more eligible
children under Medicaid.

The second piece of legislation is the economic recovery package. In this recession, with
substantial state deficits, one form of assistance the federal government could provide is an increase in the
federal share of financial assistance for the Medicaid program (FMAP). The amount of funding for the
enhanced FMAP, the duration of the relief, the distribution of the funds across states, and the conditions
or maintenance of effort requirements related to eligibility are critical issues in the design of a recovery
package. In 2003, one of the conditions for states receiving an increased FMAP was that they were
prohibited from reducing eligibility levels in order to qualify for this financial assistance. Congress could
also consider requiring states to maintain enrollment procedutes to qualify for federal assistance and
additional provisions to extend temporary Medicaid coverage to individuals affected by the economic
downturn.

The SCHIP reauthorization and economic recovery plan could provide an essential boost that
would enable states to sustain the coverage gains they have achieved and give families hard-hit by the
recession the confidence that assistance with health coverage will be available.
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