medicaid
and the yninsured

KAISER

FOUNDATION

Medicaid and Other Public Programs for

Low-Income Childless Adults:

An Overview of Coverage in Eight States

Prepared by

Stan Dorn

Sharon Silow-Carroll

Tanya Alteras

Heather Sacks

Jack A. Meyer

Economic and Social Research Institute

August 2004



The Kaiser Commission on Medicaid and the
Uninsured provides information and analysis
on health care coverage and access for the
low-income population, with a special focus
on Medicaid’s role and coverage of the
uninsured. Begun in 1991 and based in the
Kaiser Family Foundation’s Washington, DC
office, the Commission is the largest
operating program of the Foundation. The
Commission’s work is conducted by
Foundation staff under the guidance of a hi-
partisan group of national leaders and

experts in health care and public policy.

James R. Tallon

Chairman

Diane Rowland, Sc.D.

Executive Director



kaiser

commission..

medicald
uninsured

Medicaid and Other Public Programs for
Low-Income Childless Adults:
An Overview of Coverage in Eight States

Prepared by

Stan Dorn

Sharon Silow-Carroll

Tanya Alteras

Heather Sacks

Jack A. Meyer

Economic and Social Research Institute

August 2004

THE HENRY ]J.

KAISER

FAMILY

FOUNDATION




CONTENTS

EXECUTIVE SUMMARY ...ttt ettt e e e e et e e e e sttt e e e e anteeeaeeannseeeeeannnneeas i
INTRODUGTION. ...ttt ettt e et e e e e e e e e e e et e e e e e eneaeeaeeenseeeeeaannneeas 1
BACKGROUND ...ttt e e e ettt e e e et e e e e e st e e e e anneeeeeeennneeaeeannnees 2
History of Medicaid’s Exclusion of Coverage for Childless Adults ...............cccccvveinnnes 2
Current Coverage of Childless AdUIS...........ooooi i 2
Y O 5 1 RO 4
FINDINGS ...ttt e e e et e e e et e e e e e sttt e e e e s nnteeeeeeansaeeeeeaanbaeeeeeannseeaeeaannes 4
Factors Associated With Coverage Expansions for Childless Adults...............cc.......... 4
Financing and Basic Structure of Childless Adult Programs.............ccccccciiiiiiiiiinnnnns 5
Characteristics of Childless Adults Receiving Coverage ..........coooovvieiiiiiiiiiieeeeeeeeee, 7
Benefits and ENrolle@ COSES .........uuiiiiiiiiiiiiiiiiii e 8
State Per Capita COStS ...ooouiiiiiii e 9
ENFOIMENT ... s 10
The Impact of Covering Childless AdUItS ...........oooiiiiiiiiiiiieeeee 11
Sustainability Of COVEIage. ... ... 12

CONCLUSION ..ottt e e e e e e e e e e e e e e s e e e e e e e e e eaans 14



EXECUTIVE SUMMARY

Low-income adults without dependent children are more likely to be uninsured than are any
other Americans. In 2002, fully 42 percent of low-income childless adults were uninsured — a
significantly higher proportion than for parents or children. Low-income adults without
dependent children account for nearly a third of all the uninsured, and over half of all uninsured
with incomes below poverty are adults without dependent children.

Low-income adults without dependent children have particularly high uninsured rates because
few qualify for public coverage, no matter how low their income or how hard they work. Under
current law, Medicaid excludes low-income adults without dependent children unless such
adults are pregnant, elderly, or severely and permanently disabled. States can only cover these
adults through Medicaid if they receive a waiver, and such waivers provide no additional federal
financing. States can also cover childless adults through fully state-funded and state-designed
programs. By contrast to childless adults, states can cover other low-income Americans
(parents, children, pregnant women, people with severe disabilities, and seniors) without any
need for waivers or limits on federal matching funds.

As of January 2004, 36 states did not cover any childless adults. As a result, childless adults
are significantly less likely than other groups to have access to public coverage. Among the
low-income uninsured, only 13 percent of childless adults had access to publicly financed
insurance, compared to 34 percent of parents in 1999. Even among the very poor uninsured
with incomes below 50 percent of the Federal Poverty Level (FPL), only 25 percent of childless
adults had access to public coverage, compared to 89 percent of parents.

However, 14 states and the District of Columbia covered some childless adults in January 2004.
Ten states provided coverage using Medicaid waivers; three states operated entirely state-
funded programs; and two state-level jurisdictions operated both state-funded and waiver
programs for different groups of childless adults. This report analyzes these coverage efforts by
profiling childless adult programs in eight state-level jurisdictions: the District of Columbia,
Maine, Massachusetts, Minnesota, New York, Oregon, Pennsylvania, and Washington. Based
on document review, site visits, and interviews with multiple stakeholders and officials, our key
findings include the following:

Most states assisted childless adults as part of broad efforts to cover the uninsured.
Programs covering childless adults typically enjoyed considerable support from the public,
policymakers, and stakeholders, in part because many beneficiaries were low-wage workers
seen as deserving assistance. Bipartisan policymakers and stakeholders typically found little
justification for distinguishing among uninsured, low-income workers based on the presence or
absence of dependent children living at home. Health care providers supported these
expansions, as did some employers.

Previous experiences, perceived political feasibility, and available federal funding
influenced state decisions about whether to cover childless adults through Medicaid
waivers or entirely state-funded programs. In many states, the perceived success or failure
of previous waivers or state-funded health coverage greatly affected whether officials
developing a state’s program for childless adults preferred to replicate their state’s prior
approach. In some places, a state-only policy increased the political feasibility of coverage
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expansions, because purely state-designed programs were perceived to have increased
capacity to control spending through enrollment caps, benefit limits, and beneficiary cost-
sharing. In other states, Medicaid waivers and accompanying federal matching funds were
essential to coverage expansion.

Although many programs for childless adults were designed specifically to assist low-
income workers, these programs also provided important assistance to people with
disabilities. Such programs help people with disabilities in two ways. First, they provide health
coverage while applicants wait to see whether they were found sufficiently disabled to receive
Medicaid. Second, these programs cover people whose disabilities do not meet Medicaid’s
requirement of a severe and permanent disability that precludes substantial, gainful employment
for at least twelve months.

Uninsured adults in their 50s and 60s constituted a surprisingly large proportion of
enrollees in the childless adult programs in Washington and Minnesota.” More than a
third of adults covered by these childless adult programs were in their 50s and 60s. This high
proportion of near-elderly enrollees may have resulted, in part, from Medicaid’s automatic
termination of coverage when dependent children grow up and their formerly eligible caretaker
parents become ineligible “empty nesters.” This suggests that enhancing Medicaid’s capacity to
cover low-income adults without dependent children is worth serious consideration as a strategy
to assist uninsured adults near retirement age.

In both waiver and state-only programs, childless adults often received less
comprehensive benefits than Medicaid. A number of the childless adult programs,
particularly those targeted at low-income workers, covered fewer benefits than the state’s
Medicaid benefit package and/or charged premiums and out-of-pocket cost-sharing that
exceeded Medicaid amounts. However, a few programs, particularly those targeted to people
with very low incomes and chronic illnesses, provided full Medicaid benefits to childless adults,
with little or no cost sharing.

In Washington and Minnesota (two states with available data), average per capita costs
varied greatly, depending on whether programs were designed for working adults or for
very-low-income adults with possible chronic health problems that interfered with
employment. In 2002, these states’ programs for workers cost roughly $200 to $300 per
childless adult member per month. By contrast, average, monthly costs for childless adults in
programs for very-low-income individuals (many of whom had serious, chronic iliness) exceeded
$500 per person in 2000 and 2001.

Low-income, childless adults exhibited strong demand for insurance, but the number
receiving coverage was sometimes limited by minimal outreach, enrollment caps, and
premiums. In most cases, enroliment of childless adults took place quickly, rapidly outpacing
the expectations of state officials. However, enroliment in some programs was hindered by lack
of outreach. Further, several states hit their enroliment caps and stopped enrolling eligible
adults. In Pennsylvania, for example, state officials believed that at least 300,000 adults
qualified for coverage, but fewer than 45,000 could be enrolled during the average month,
consistent with appropriated state funding. In Washington, researchers found that 74 percent of
uninsured adults would have gained access to coverage if the state’s waiting list had been

T These two states had the most comprehensive data, the oldest programs, and the broadest coverage. Both of their
childless adult programs were entirely state-funded and state-designed.
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eliminated and all eligible adults could enroll. Finally, even modest changes in required
premium payments had a dramatic impact on enrollment in a number of states.

Coverage of childless adults had a positive impact on individuals and state health care
systems. Many respondents indicated that adults without dependent children who received
coverage improved their access to care and utilized services in more appropriate settings.
However, in several states, benefit restrictions and out-of-pocket cost-sharing limited these
improvements by creating barriers to care. In terms of fiscal impact, respondents in several
states indicated that state costs to cover childless adults were partially offset by savings in
various parts of the health care safety net and, in some cases, by substitution of federal
matching funds for previous state spending on health care for childless adults.

Strong support for childless adult coverage helped preserve it during recent state fiscal
crises. In 2003, leaders in several of the study states responded to state budget problems by
proposing to single out childless adults for major eligibility reductions. Without exception, these
proposals were rejected. Rather, policymakers in these states ultimately settled on a two-fold
approach of modestly scaling-back childless adult coverage while distributing most health care
cuts across a much broader population served by state programs. While programs that cover
childless adults were not eliminated, some of the broader reductions in coverage affected
childless adults along with others. Factors contributing to the survival of childless adult
programs included the perceived arbitrariness of basing an adult’s coverage on the presence or
absence of minor children living at home; childless adults’ frequent status as workers unable to
afford insurance; program design features that helped control program costs; support from
health care providers, including community hospitals in both urban and rural areas; and support
from some employers who argued that public coverage for childless workers improved their
workforce’s stability and productivity.

These findings suggest that federal policymakers willing to devote new resources to health
coverage may want to revisit the current denial of Medicaid matching funds for poor, childless
adults. Statutory changes that would eliminate the need for a waiver when state Medicaid
programs wish to cover low-income adults — regardless of whether they are pregnant, have
dependent children, are elderly, or experience severe and long-term disabilities — could be an
important element in strategies to reduce the number of uninsured Americans. No doubt, other
coverage expansion groups and strategies are also worth considering, but childless adults
comprise more than half of all Americans who are both poor and uninsured. They constitute the
one group of low-income, uninsured Americans to whom standard Medicaid funding is currently
denied. For policymakers who prioritize coverage expansions based on the inability of
uninsured populations to purchase insurance on their own and the potential impact of health
coverage on health status, childless adults with low incomes represent a logical focus for future
health reform efforts.
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INTRODUCTION

Low-income adults without dependent children are more likely to be uninsured than are any
other Americans. In 2002, over 40 percent of low-income childless adults were uninsured, a
significantly higher proportion than among low-income children or parents (Figure 1). Low-
income adults without dependent children accounted for nearly a third of all uninsured in 2002.”
Further, over half of the uninsured with incomes below poverty were adults without dependent
children (Figure 2).

Like other low-income Americans, adults without dependent children frequently have difficulty
accessing and affording private coverage. However, unlike other low-income people, under
current law, childless adults cannot receive Medicaid, no matter how poor they are or how hard
they work. Without a waiver of ordinary Medicaid rules, states cannot use federal Medicaid
funds to cover childless adults unless they are pregnant, elderly, or severely and permanently
disabled. To cover these adults, slightly more than a dozen states have obtained Medicaid
waivers or established fully state-funded programs. However, in the nation as a whole, only a
small proportion of low-income childless adults benefit from such programs.2

Figure 1 Figure 2

Uninsured Rates for Children The Nonelderly Poor Uninsured, 2002
and Adults by Income, 2002

Adults Without
W <200% FPL [01200% FPL+ Dependent

Children
51%

42%
36%

Parents
22%

21%

13%

6% %

Children
27%

Children Parents Adults Without _ .
Dependent Children Total = 15.5 million

Note: “Poor” is defined as those in households with incomes below 100% of the federal poverty level, which was $15,020
for a family of three or $8,860 for an individual in 2002.

Note: Excludes SSI recipients. 200% of the FPL was $30,040 for a family of three and $17,720 for an individual in 2002. Source: KCMU and Urban Institute analysis of the March 2003 Current Population Survey.

Source: KCMU and Urban Institute analysis of the March 2003 Current Population Survey.

This report describes eight states’ efforts to cover low-income childless adults, based on
interviews with key stakeholders, site visits in four states, and document reviews. This paper
examines which types of childless adults are covered, the factors associated with state
decisions to provide coverage, and the impact of insuring childless adults. It concludes by
exploring the sustainability of these programs, particularly during recent periods of fiscal stress,
and by discussing the policy implications of the report’s findings.
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BACKGROUND

History of Medicaid’s Exclusion of Coverage for Childless Adults

In important ways, Medicaid’s exclusion of coverage for childless adults reflects decisions made
as income support programs were established during the Great Depression, more than half a
century ago. Enacted almost as an afterthought to Medicare, Medicaid began as an adjunct to
cash assistance programs that were partially funded with federal dollars: namely, Old Age
Assistance; Aid to the Blind; Aid to the Permanently and Totally Disabled; and Aid to Families
with Dependent Children (AFDC). These federally-matched but state-administered cash
assistance programs were created by the Social Security Act of 1935. They departed from the
previous tradition of locally-based relief for the poor, which began in England with the
Elizabethan Poor Law of 1601 and was then exported to Colonial America.>* When the
Depression-era cash aid programs began, localities remained responsible for low-income
people outside the new programs’ scope, including childless adults. With cash assistance that
was locally-funded rather than federally matched, childless adults were thus outside Medicaid’s
original purview.

During Medicaid’s later evolution, eligibility expanded beyond the limits of federally-funded cash
assistance. This growth was incremental with eligibility categories added one at a time, each of
which resembled previously covered groups. For example, AFDC-based eligibility grew to
encompass children who would have received AFDC but for certain factors (such as their
grandparents’ income), then pregnant women who would have qualified for AFDC if their
children had already been born, then children and pregnant women with income up to various
percentages of the federal poverty level. However, such step-by-step expansions have not
directly addressed Medicaid’s basic eligibility structure, which is limited to families with
dependent children, on the one hand, and the elderly and people with disabilities, on the other.

This history reflects attitudes about which groups of low-income people “deserve” assistance,

with childless, non-disabled, working-age adults regarded, by some, as less deserving of help.
However, that judgment was made in the 1930s, almost 70 years ago. Moreover, it developed
in the context of income support, not health care. A key question facing policymakers today is
whether Medicaid’s exclusion of childless adults continues to make sense in 2004 and beyond.

Current Coverage of Childless Adults

Because current federal law does not allow state Medicaid programs to cover childless adults
unless they are pregnant, severely disabled, or elderly, states have two available approaches to
providing childless adults with health insurance:

o Section 1115 waivers let states use federal matching funds under Medicaid or the State
Children’s Health Insurance Program (SCHIP) in ways not allowed under current law, such
as to cover childless adults.* However, waivers must be “budget neutral,” which means that
federal costs under a waiver may not exceed a state’s projected federal spending “baseline”
without the waiver. Thus, a state must make room for expanded coverage by either
redirecting unspent federal dollars (such as SCHIP or Disproportionate Share Hospital
funds) or reducing other Medicaid program costs. Under Section 1115 waivers, states also
can make other departures from ordinary Medicaid rules, such as certain benefit reductions,
cost-sharing requirements, or coverage variations within eligibility groups.
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o State-only programs are funded solely with state dollars. States have complete flexibility in
how they structure these programs, including eligibility, benefits, and cost sharing.
Accordingly, states can use these programs to cover adults without dependent children.
However, these programs are subject to the constraints of available state funding.

Most states take neither approach, offering no public coverage to any childless adults. As a
result, among the uninsured with family incomes below 200 percent of FPL, only 13 percent of
childless adults had access to public coverage, compared to 34 percent of parents in 1999, the
Even among the very poor uninsured with
incomes below 50 percent of the FPL, only 25 percent of childless adults had access to public

latest year for which data are available (Figure 3).

coverage, compared to 89 percent of parents.’

Figure 3

OLow-Income

89%

Parents

Note: Excludes SS recipients.

Percent of Low-Income, Uninsured
Adults Who Qualify for Public Coverage, 1999

EPoo
(<200% FPL) (<100%

The FPL was $8,240 for an individual and $13,880 for a family of three in 1999.
Source: Urban Institute analysis of National Survey of America’s Families, 1999

r M Very Poor
FPL)  (<50% FPL)

Adults Without Dependent
Children

As of January 2004, 14 states and the District of Columbia covered low-income childless adults;
36 states did not (Figure 4). Ten states provided this coverage through Section 1115 waivers,
three operated state-only programs, and one state along with the District of Columbia operated

both waiver and fully state-funded programs.®

Figure 4

Childless Adults,

H Section 1115 Waiver [l State-only Programs %
Coverage (3 States)
(10 States)

implemented.
SOURCE: ESRI Analysis

States Providing Medicaid or Other Coverage to

January 2004

Both Waiver and ["] No Childless Adult
State-only Programs Coverage (36 States)
(1 State and D.C.)

NOTES: New Mexico is not shown as covering childless adults because its waiver to provide such coverage has not been
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METHODS

During late 2002 and early 2003, a team from the Economic and Social Research Institute
(ESRI) and the Kaiser Commission on Medicaid and the Uninsured interviewed officials and
stakeholders in 8 of the 15 state-level jurisdictions that cover childless adults: the District of
Columbia, Maine, Massachusetts, Minnesota, New York, Oregon, Pennsylvania, and
Washington State. The eight study sites were chosen for diversity in program financing,
structure, and longevity as well as geographic region and general population demographics.
The team collected data through site visits to four states, document review, and interviews with
state officials, legislators, legislative staff, advocates, providers, researchers, employers, and
other stakeholders. This report provides an overview of childless adult coverage efforts in the
eight study sites. State-specific findings are detailed in a series of papers available at

www.kff.org.

FINDINGS

Factors Associated With Coverage Expansions for Childless Adults

Whether a state expands coverage via waiver or state-funded program, significant commitments
of money and political capital may be required. Accordingly, it is important to observe what
factors were associated with the states that took action to cover childless adults.

Strong history of expanding health coverage. Without doubt, the most important factor was
a significant commitment by policymakers and stakeholders to expanded coverage in general.
Both in the eight study states and elsewhere, many states that assist childless adults have a
strong history of covering the uninsured broadly. Many analysts have long viewed Hawaii,
Massachusetts, Minnesota, Oregon, Pennsylvania, Tennessee, Vermont, and Washington as
national leaders in ground-breaking policies to cover the uninsured, joined recently by Maine. In
states like Minnesota and Pennsylvania, other groups of uninsured received help before
programs began serving childless adults. In states like Washington and Tennessee, uninsured
childless adults received coverage at the same time as other uninsured residents. In either
case, judged on the basis of their policy decisions, the states that covered childless adults had
ongoing state leadership that placed a high value on coverage in general.

Childless adults folded into broader group of “working adults.” In the study states,
stakeholders generally did not believe it made sense for availability of coverage to depend on
parental status. Rather, coverage expansion was perceived as necessary for low-income,
working adults who lacked access to employer coverage and could not afford to purchase
insurance on their own. Whether or not these adults had minor children living at home was seen
as irrelevant to these workers’ need for coverage.

Broad support from key stakeholders. In some states, hospitals and providers joined
coverage efforts in hopes of reducing uncompensated care costs. In several states, important
segments of the business community strongly supported this coverage as improving worker
productivity or reducing cost-shifting to employers. States with childless adult coverage also
tended to have at least one strong “champion” in either the Administration or Legislature.
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Financing and Basic Structure of Childless Adult Programs

Using broad categories, Table 1 describes the financing and eligibility approaches that were
taken by the 16 programs that covered childless adults in our eight study states. Nine of these
programs involved waivers that provided states with federal matching funds, while seven were
funded entirely with state dollars.

Based on interviews in these states, decisions about whether to provide coverage through an
1115 waiver or a state-funded program were generally driven by the following factors:

Previous experiences with waivers or state-only programs. State financing decisions
reflected each state’s history and previous experiences with health coverage expansions. For
example, in the mid-90s Maine eliminated a state-funded program due to lack of funding.
Accordingly, in developing their recent expansion, officials sought a Medicaid waiver, which
allowed the state to draw down federal matching funds. In contrast, Pennsylvania’s leaders
viewed an earlier state-only program for uninsured children as a great success. When
developing a new coverage program for childless adults, officials modeled the new program
after the earlier effort for children, relying exclusively on state funds.

Perceived political feasibility. In some states, stakeholders noted that using state-only funds
increased the political feasibility of coverage expansions, because this approach gave the state
more control over program structure. Some respondents described concerns that Medicaid
spending was hard to control because of the individual entitlement to coverage, that meeting
federal budget neutrality requirements could be difficult, and that Medicaid suffered from
perceived stigma. Further, in some states, structuring programs in ways that would not be
allowed under Medicaid enabled the programs to garner necessary support from key
stakeholders. For example, the programs in Washington and Pennsylvania had benefit limits,
premiums, and cost sharing that exceeded what is allowed under Medicaid, but which some
stakeholders viewed as essential to program adoption.

Available federal funding. In other states, respondents reported that coverage of childless
adults was possible only because federal dollars were available through an 1115 waiver. For
example, Maine’s waiver let the state use unspent Disproportionate Share Hospital funds to
cover childless adults. Further, both in the study states and elsewhere, a few states have
obtained waivers that allow them to use unspent SCHIP funds to cover childless adults. While
such waivers provide states with increased federal dollars because the federal government
matches state spending at a higher rate for SCHIP than for Medicaid, some independent
analysts have criticized the use of SCHIP funds, which were intended for low-income children,
to cover childless adults.” However, in large part because of state fiscal problems, several
waivers that approved the use of SCHIP funds to significantly expand childless adult coverage
have not been implemented.®

Simplicity of program administration. In some cases, decisions about program structure
were tied to simplicity of administration. Respondents in Maine, for example, noted that
pursuing a Medicaid expansion for childless adults allowed for simpler administration than would
have resulted from creating a new and separate state-funded program.
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Table 1 - Program Characteristics in Eight Study States

State Can
Cap
Enroliment?

Eligibility for Childless Benefits Prem- Cost Childless Adult

Program Nam i . .
State ogram Name Adults Medicaid Reduced . remium iums Sharing Enroliment

Assistance

Section 1115 Waiver Programs

DC Childless Adults Age 50-64 <50% FPL and age 50-64 4 No None 1,420 in Sept. 2003 Yes
ME MaineCare <100% FPL v No Nominal 16,250 in Sept. 2003 No®
MA MassHealth
Essential <100% FPL and v No Nominal 23,966 in April 2004 Yes
unemployed >12 months
Family Assistance <200% FPL and has Yes for Above . .
qualifying employer coverage v >133% FPL nominal 4,390 in April 2004 Yes
Medical Security Plan <400% FPL and receives v v Yes for Above 6,720 in Sept. 2003 N
unemployment insurance >200% FPL nominal (includes others) °
NY Family Health Plus <100% FPL v No None 148,750 in May 2004 No
Medicaid <50% FPL v No None 303,570 in Nov. 2003 No
OR OHP Standard <100% FPL v Yes ﬁg&‘i’r?al 33,970 in April 2004 Yes
Fan_uly Health Insurance <185% FPL v Yes Aboye 4,014 in April 2004 Yes
Assistance Program nominal (includes others)
State-funded Programs
DC DC Health Care Alliance <200% FPL v No None 24,560 in May 2004 Yes
General Assistance o 11 :
v
MN Medical Care (GAMC) <75% FPL No None 46,840 in Jan. 2003 No
MinnesotaCare <175% FPL and uninsured >4 Some
months; no employer coverage .
for the last 18 months; no access v Yes aboye 36,340 in Jan. 2003 No
to current employer coverage'? nominal
Healthy New York <250% FPL, except small
business employees, for whom ; ;
NY there are no income limits; no 3 Yes AbOYe 5_5’000 in April 2004 Yes
access to ESI; uninsured nominal  (includes others)
throughout previous year
PA AdultBasic <200% FPL v Yes Above 43,120 in Sept. 2003 Yes
nominal (includes others)
WA | Basic Health (BH) <200% FPL v Yes ADOVE 44,560 in Feb. 2003 Yes
General Assistance <45% FPL and ,
Unemployable unemployable >90 days No None 6,700 in Dec. 2002 No

NOTES: “Reduced” means a benefit package that is less comprehensive than the state’s Medicaid benefit package. In some cases, the benefits are equivalent to SCHIP benefits; in
other cases, benefits are severely restricted, for example, by excluding prescription drugs. For programs in which eligibility is not tied to parental status, states may lack data showing the
number of childless adult enrollees. Enroliment for such programs includes childless adults and others, such as parents; these cases are indicated by the phrase, “includes others.”




Characteristics of Childless Adults Receiving Coverage

Table 1 also shows the eligibility requirements for the 16 studied programs operated by our
eight study states. Most of these programs based eligibility on income, though some also took
into account employment status or age. Many of the studied programs targeted low-income
working adults. However, two other groups of adults also were helped by these programs: the
near-elderly and people with disabilities.

Low-income working adults. Many of the programs we examined were structured to serve the
low-income working population. As Table 1 shows, 8 out of the 16 programs covered childless
adults with incomes up to at least 175 percent of federal poverty line, providing benefits less
comprehensive than Medicaid. Seven of these programs charged premiums and included at
least some out-of-pocket cost sharing above nominal levels. MinnesotaCare, the only such
program that reported specific data showing the employment status of childless adults receiving
health coverage, found that 65 percent of these adults were employed. Because of program
rules, none of these workers had access to employer-sponsored insurance from an employer
who paid 50 percent or more of premiums.

Public coverage is important for low-income working adults because they often have difficulty
accessing private coverage. More than 80 percent of low-income, uninsured workers have no
access to employer-sponsored coverage, and few have the discretionary income to pay full
premiums in the nongroup market."

The near-elderly. This group was covered in large numbers in the two states we examined that
had available data: Washington and Minnesota. People in their 50s and 60s comprised more
than a third of childless adult enrollees in these two states’ programs, which covered such
adults up to 200 percent and 175 percent of the FPL, respectively.'> To some degree, the
extensive use of these childless adult programs by older adults results from such adults’
disproportionate exclusion from Medicaid. Unlike their younger counterparts, older parents
typically have grown children, rather than minor children, and therefore cannot qualify for
Medicaid as custodial parents. This suggests that expanding Medicaid’s capacity to cover
childless adults could be worth considering as a strategy to help low-income, uninsured
Americans who are nearing retirement.

Further illustrating the potential impact of this strategy, the District of Columbia designed the first
phase of its waiver expansion program specifically for very-low-income adults (that is, those with
incomes below 50 percent of the FPL) who were age 50-64. Greatly in need of medical care,
many beneficiaries of this precisely targeted waiver had multiple health problems, such as
diabetes, HIV, diabetes, and hypertension.

Adults with disabilities. Adults with disabilities benefit from programs covering childless
adults in several ways. First, childless adult programs provide temporary but crucial “bridge”
coverage for some people with disabilities whose Medicaid applications are on hold pending
determinations of disability by the Social Security Administration (SSA). In 2002, the average
processing time for such determinations was 104 days, according to SSA.™ If SSA erroneously
finds an applicant not disabled, appealing and correcting the finding takes an additional one to
three years."” An eventual finding of disability and the resulting start of Medicaid could come
too late for those who suffered serious, irreversible harm because they were uninsured and
unable to obtain necessary health care while they waited for an accurate disability
determination.
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Second, these programs cover some adults with disabilities who are ineligible for Medicaid
because they do not meet SSA’s definition of disability, which requires a physical or mental
impairment that precludes any substantial, gainful employment for twelve months or more.®
This definition was originally developed for SSA’s cash assistance program for low-income
people with severe and permanent disabilities, Supplemental Security Income (SSI), and then
applied to Medicaid coverage for certain additional people with disabilities. Viewed by some as
outdated, the SSI definition of disability is far more limited than definitions used in other
contexts.' For example, according to the Americans with Disabilities Act, disability is “a
physical or mental impairment which substantially limits one or more of the major life
activities.”®® Many people who have disabilities, according to this less restrictive definition, are
ineligible for disability-based Medicaid, but still may be unable to access private health
insurance, despite their great need for coverage. In the states that have them, childless adult
programs could be the only realistic source of health insurance for many of these Medicaid-
ineligible people with disabilities.

Finally, although a number of the childless adult programs appeared to target relatively healthy
workers, others specifically focused on helping people with chronic conditions or disabilities.
Typically (though not always), these programs limited eligibility to extremely low income levels,
sometimes with additional eligibility requirements pertaining to disability or long-term
unemployment. Such “safety net” programs tended to provide very comprehensive benefits
without significant beneficiary cost-sharing. Examples included Washington’'s General
Assistance Unemployable program, which covered very poor adults who have been
unemployable for at least 90 days, and New York’s Medicaid program, which covered childless
adults (and others) with incomes at or below 50 percent of the FPL.

Benefits and Costs for Enrollees

While the programs we studied showed significant variation, the benefits covered for childless
adults were often less comprehensive than under Medicaid (Table 1).

Several states obtained waiver authority to provide a limited benefit package. Some
waivers to cover childless adults also authorized benefit restrictions or beneficiary costs not
otherwise allowed under Medicaid. For example, the Oregon Health Plan departed from normal
Medicaid practices in its limited benefits, premium charges, and the amount of out-of-pocket
cost sharing it imposed on poor parents and childless adults.

State-only programs often provided limited benefit packages. Entirely state-funded
programs often provided benefits that were less comprehensive than Medicaid-covered
services; many also charged premiums or cost-sharing that exceeded the nominal amounts
permitted under Medicaid. An example of one of the most limited programs, Pennsylvania’s
adultBasic program did not cover prescription drugs, mental health services, durable medical
equipment, or vision, hearing, or dental services. Enrollees were required to pay a $30 monthly
premium as well as out-of-pocket cost-sharing when they sought care. Some other state-
funded programs in this study provided coverage more along the lines of typical employer-
sponsored coverage. In some cases (such as Minnesota’s General Assistance Medical Care
program, which previously furnished full Medicaid-level coverage), benefits were reduced
through budget cuts approved in 2003. In several states, benefits that once were quite limited
later expanded, reflecting some policymakers’ concern that limiting benefits may have harmed
enrollees.
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A few programs extended the full Medicaid benefit package. A number of the programs
that offered comprehensive Medicaid benefits, without premiums and with little or no cost-
sharing, were targeted at very low-income adults, including many who suffer from chronic
illnesses. For example, Washington’s state-funded General Assistance Unemployable program
provided full Medicaid benefits, without premiums or out-of-pocket cost-sharing, to individuals
with incomes below 45 percent of the FPL who had been unable to work for at least 90 days;
and New York’s Medicaid program covered adults with incomes at or below 50 percent of the
FPL. Extending comprehensive coverage to a larger group, Maine offered Medicaid benefits,
with nominal cost-sharing, to all adults with incomes at or below the poverty level.

Some programs provided premium assistance rather than direct coverage. These
programs subsidized premium costs for employer-sponsored coverage (and in some cases
nongroup plans), which often has fewer benefits and higher cost sharing than Medicaid. For
example, Oregon’s Family Health Insurance Assistance Program helped pay premium costs of
private coverage for adults with incomes below 185 percent of poverty, permitting subsidized
coverage to have such features as a waiting period prior to coverage of a pre-existing condition
and a $500 individual deductible.

Per Capita Costs in Two States

Most of the studied programs did not have published data on the cost of covering childless
adults. Minnesota and Washington published such data, which showed that, while costs were
relatively modest for programs designed for low-income workers, per capita costs were
considerably higher in safety-net programs structured to assist very-low-income people and
individuals with health problems.

Programs for workers incurred costs for childless adults that were roughly comparable to
expenditures for other adult workers. In Basic Health, Washington State’s per member per
month costs for childless adults averaged less than $223 in 2002.2' In MinnesotaCare,
spending for childless adults averaged $314 per member per month in 2002, influenced by more
generous program benefits and higher regional health care costs.

On the other hand, programs designed for very-low-income adults experienced much higher
costs. This was not surprising, given the combination of more generous benefits and a
population that included many people with chronic illnesses. In 2001 and 2002, costs for both
Washington’s General Assistance Unemployable program and Minnesota’s General Assistance
Medical Care (GAMC) program exceeded $500 per member per month.

Enrollment

Table 1 provides data on enroliment in programs serving childless adults. Based on the
experiences of the study states, low-income childless adults have significant unmet demand for
coverage. The experiences in the study states also show that outreach activities, enroliment
caps, and premiums have a significant impact on the number of eligible adults receiving
coverage.

Enroliment showed strong demand for coverage among low-income childless adults. In
a number of states enrollment occurred quickly immediately after initial implementation,
sometimes exceeding states’ expectations. For example, Maine officials expected they would
have 11,000 childless adult enrollees after one year; however, 14,000 childless adults enrolled
in the first nine months. Likewise, Pennsylvania officials expected that between 30,000 and
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40,000 childless adults would enroll in adultBasic, which began in July 2002. Enrollment
proceeded so rapidly that the state added 10,000 slots before the end of 2002. By January
2003, nearly 50,000 had enrolled. The state then established a waiting list, which included
44,000 adults by June 2003, and added another 5,000 enrollment slots in July 2003.
Pennsylvania officials were particularly surprised by this rapid enroliment because the program
received little state-funded outreach. Much enrollment occurred as a result of word-of-mouth
within the community as well as the efforts of community-based nonprofit agencies. According
to such officials, these results suggested that low-income, childless adults have a strong need
for and interest in obtaining health coverage.

Older programs have also experienced strong childless adult enroliment that has been
responsive to changing economic conditions. For example, since the phase-in of
MinnesotaCare coverage of childless adults from 1996 through 1998, enroliment of such adults
increased substantially, from 11.5 percent of program enrollees in 1998 to 20.2 percent in 2002.
Enroliment into Minnesota’s GAMC program, which serves adults with very low incomes, has
risen and fallen throughout the past decade in response to economic changes; a booming
economy during the 1990s caused enrollment to plunge, and enrollment increased significantly
during the recent economic downturn.

Enroliment was sometimes limited by lack of outreach. For example, respondents
commented that enroliment in the District of Columbia’s Medicaid expansion for very poor
childless adults age 50-64 was hindered by lack of outreach. The expansion was not
accompanied by any broad community education effort and did not meet its initial enroliment
targets. Instead, enrollment took place gradually (almost automatically) when individuals
recertified their eligibility for food stamps and other public benefits.

Premium assistance programs had limited enroliment. For example, the Massachusetts
premium support program for employers and employees never reached its goals for
participation, in large part because of the perceived complexity of employer participation
requirements.

Premiums served as enroliment barriers in some states. A strong, inverse relationship
between required premium payments and enrollment suggested that the low-income adults
served by these programs found even modest premium charges unaffordable and difficult to

pay.

o After Washington’s Basic Health Program began statewide operation, initial enroliment was
lower than expected. The state then conducted some limited outreach and lowered
premiums so that the average monthly payment dropped from $23 to $17. Within a year,
enrollment more than doubled, increasing by 146 percent. Several years later, policymakers
reversed direction on premiums, increasing average monthly payments from $19 to $24.
Demand for Basic Health coverage, measured by the number of enrolled individuals plus
those on program waiting lists, fell by 45 percent. After policymakers grew concerned about
the decline in demand, premiums were reduced to an intermediate level, and demand rose
by 23 percent. To further illustrate the difficulty experienced by many low-income uninsured
when they were asked to pay even the modest premiums charged by Basic Health ($10 a
month for the poorest enrollees), 19 percent of all beneficiaries charged premiums had them
paid by financial sponsors as of February 2003; not surprisingly, uninsured Washingtonians
with incomes below the poverty level comprised a much higher proportion of financially
sponsored enrollees than of Basic Health beneficiaries in general (81 percent versus 54
percent).
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¢ Oregon’s experience also demonstrated the significant effect premiums have on enroliment.
In January 2003, the state increased monthly premiums from $6 to $20 for poor adults. By
October, enroliment fell by roughly 50 percent or 50,000 adults. Early observations suggest
that more than 70 percent of the adults who disenrolled became uninsured.?

¢ Similarly, Pennsylvania officials estimated that about 80 percent of program attrition has
resulted from nonpayment of premiums. Respondents noted that, in addition to the $30
monthly cost, the rules for premium payment contributed to program termination. The state
provided no grace period, cutting off adultBasic if a beneficiary missed or was late with one
payment. A beneficiary seeking to reenroll would be placed at the end of the program’s
waiting list.

Enrollment caps limited the number of eligible adults who received coverage. States had
the authority to cap enroliment in six of the eight studied states (Table 1). Three out of the eight
studied states operated only programs with such caps; two operated only programs without
caps; and three operated programs in both categories, serving different groups of people.
Unlike parents and other populations covered by Medicaid who are guaranteed coverage if they
are eligible and apply, adults who tried to join capped programs could not enroll, even if they
qualified. Some of these capped programs placed eligible individuals on waiting lists and
enrolled them “first come-first serve” as program slots opened.

Enroliment caps limited these programs to serving a small proportion of eligible childless adults.
For example, between 300,000 and 350,000 childless adults were estimated to qualify for
Pennsylvania’s adultBasic program, but enrollment was capped at an average of 44,000 per
month. In Washington, 74 percent of adults who were uninsured in 2000 would have gained
access to coverage if the Basic Health waiting list had been eliminated and all eligible adults
could enroll. That proportion may be significantly higher today, since the Legislature reduced
the number of Basic Health slots significantly in 2003, as part of a broader package of budget
cuts.

The Impact of Covering Childless Adults

Coverage led to improved access to care and utilization of services. Like other
populations, childless adults receiving coverage improved their access to care and obtained
services in more appropriate medical settings. Washington is one state in which the impact of
coverage for adults has been extensively studied. One carefully controlled study found that,
compared to similar uninsured individuals, enrollees in Washington’s Basic Health program
were twice as likely to have a usual source of care and to have at least one physician visit a
year.?® To similar effect were observations without controls showing that when Basic Health
expanded from a county demonstration to a statewide program: (1) the proportion of uninsured
state residents dropped by almost a third; (2) the proportion of state residents who reported they
could not see a doctor because of cost fell by 22 percent; (3) the proportion of women over age
40 who did not receive a mammography over a two-year period dropped by more than one-
third; (4) uncompensated hospital charity care likewise fell by more than a third; and (5) the
proportion of very-low-income residents who used hospital emergency rooms as their main
source of care fell from 3 percent to less than 1 percent.?*

Benefit limits and out-of-pocket cost-sharing created barriers to accessing necessary
care. For example, according to respondents, many beneficiaries have expressed strong
dissatisfaction with Pennsylvania’s adultBasic program because it does not cover prescription
drugs or mental health services. A number of respondents who supported these benefit
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restrictions as allowing limited state funds to cover more people nevertheless agreed that such
restrictions denied essential services, to enrollees’ potential detriment. In Oregon, service
cutbacks and increased co-payments created large unmet needs for health care, according to
providers and beneficiaries.?®

Coverage of childless adults created offsetting savings. Such savings are illustrated by
anecdotal reports from hospitals in Maine and New York suggesting that the volume of
uncompensated care declined following coverage expansions that included childless adults. To
create other offsets, states receiving waivers have refinanced some existing state-funded health
programs with federal Medicaid or SCHIP matching funds. For example, New York’s Home
Relief program, once funded entirely with state and local dollars, now receives federal matching
funds under a Medicaid waiver. Similarly, the District of Columbia shifted some older, very-low-
income adults from its self-funded Alliance program into the new Medicaid waiver for childless
adults ages 55-64, and Maine moved some formerly state-funded mental health services into its
new Medicaid waiver program. In some cases, this federal replacement of state dollars allowed
states to cover more people. For example, after refinancing its previously state-funded premium
assistance program, Oregon expanded program eligibility.

Programs did not appear to experience adverse selection. When state programs were first
proposed in Washington and Minnesota, many experts predicted that only the sickest eligible
individuals would enroll, causing costs to skyrocket. After program implementation began,
researchers found that these programs did not experience this anticipated problem. In
Washington, for example, the healthiest among workers eligible for Basic Health
disproportionately enrolled, not the sickest.?® A similar experience took place in the early 1990s,
when the imposition of premium charges for adults in the Oregon Health Plan was predicted to
create serious adverse selection. Officials anticipated that the healthiest enrollees would drop
out of the program because they would not want to pay the premiums, while the sickest,
highest-cost individuals would remain behind. However, while coverage declined due to inability
to afford premiums, healthy and sick beneficiaries alike left the program in comparable
numbers.?’ Likewise, according to state officials, predictions by insurance underwriters that
Healthy New York would attract a disproportionately unhealthy group of enrollees have turned
out to be unfounded.

Sustainability of Coverage

Broad-based coalitions of stakeholders along with key policymakers in both parties strongly
supported continuing health coverage for low-income, childless adults in nearly every study
state. Basing coverage on the presence or absence of a child living at home was widely seen
as arbitrary and unfair; many state officials and stakeholders expressed pride in basing
coverage, instead, on residents’ need for assistance.

This proposition was put to a severe test in 2002-2003, as state officials faced their greatest
budget shortfalls in decades.?® Despite barriers posed by the harsh fiscal climate, several
jurisdictions — D.C., Maine, and Pennsylvania — started operating new programs to cover
childless adults. In New York, other health services were cut, but recently enacted childless
adult coverage was never suggested for reduction.

Nevertheless, key political leaders in three other states — Massachusetts, Minnesota, and
Washington State — proposed to single out childless adults for disproportionately heavy
cutbacks, with complete elimination of coverage for all or most childless adults. In each state, a
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bipartisan group of policymakers rejected these proposals and found other ways to achieve
savings that spread the cutbacks more evenly across diverse populations:

¢ In Massachusetts, the Legislature proposed eliminating coverage for more than 80 percent
of all beneficiaries of MassHealth Basic, the state’s program for long-term unemployed
adults. After the cut was made, the Legislature and the Administration reached a bipartisan
agreement to restore most of the terminated coverage by redirecting funds from the state’s
uncompensated care pool, eventually creating MassHealth Essential as a replacement
program for most individuals who lost eligibility for MassHealth Basic. Although the new
program had slightly lower income eligibility (100 percent of FPL rather than 133 percent of
FPL), fewer benefits, and enroliment capped below prior levels, most of the prior coverage
for childless adults was restored.

¢ In Minnesota, the Governor proposed terminating all MinnesotaCare subsidies for working,
childless adults with incomes above 75 percent of FPL and redirecting adults with incomes
below that threshold into significantly less generous coverage. The Legislature rejected this
proposal, instead capping benefits for childless adults with incomes above 75 percent FPL,
eliminating certain narrow categories of coverage (such as retroactive benefits, spend-down
coverage, and eligibility for certain immigrants and a small number of childless adults above
175 percent of FPL), and meeting budget targets primarily by applying across-the-board
savings measures to all of the state’s major health care programs, not just coverage for
childless adults.

o Washington’s Governor proposed ending coverage for all childless adults in Basic Health.
Legislators across the political spectrum opposed this proposal, opting instead to achieve
most savings by measures applicable to all Basic Health enrollees, including parents and
children. Such measures included reduced benéefits, increased premiums, and more
restrictive enrollment caps for all applicants. However, intake of new enrollees was
restricted slightly more for childless adults than for parents and children.

Each of these three outcomes is remarkable. In Massachusetts, the state’s program for long-
term, unemployed childless adults, rather than its more popular programs for workers, was
targeted, but it survived with limited reductions. The Governors of Minnesota and Washington
both proposed cutbacks to childless adult programs that were entirely state-funded. Reductions
in such programs yield much more state savings than do equal cuts in programs receiving
federal matching funds. In a federally matched program, one dollar of service cuts saves no
more than 50 cents in state funds while denying the state at least 50 cents in federal matching
funds. By contrast, in a state-funded program, one dollar of service cuts saves one dollar of
state money and does not reduce the level of federal funding coming into the state.
Nevertheless, to spare childless adults disproportionate cutbacks that were widely seen as
unfair and inappropriate, policymakers shifted much of the burden of proposed savings from
state-funded childless adult programs to other program beneficiaries for whom federal matching
funds were available.

Well before the fiscal difficulties of recent years, the political viability and sustainability of
childless adult coverage was evident. Washington State, for example, demonstrated
remarkable support from the public, stakeholders, and policymakers for a broad-based health
coverage program serving uninsured workers, including childless adults. Although numerous
health policy changes have been enacted and repealed as the Legislature repeatedly changed
hands since major health reforms were adopted in 1993, Basic Health is one of the few such
reforms that has survived and even grown, regardless of which party controlled the State
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House. In November 2001, the public showed its own strong support when it approved, by a 2
to 1 margin, a state ballot initiative that raised state tobacco taxes by 73 percent and devoted 90
percent of the proceeds to Basic Health.

A number of factors contributed to such broad support in the study states. Generally speaking,
uninsured, childless adults’ status as low-income workers without access to employer coverage
was important to the popularity of most programs, although support was also present for
programs targeting the most vulnerable of these adults, who often faced barriers to
employment. Important as well was the perceived arbitrariness of basing an adult’s coverage
on the presence or absence of minor children living at home. In some states, bipartisan support
was enhanced by program design features that controlled program costs such as cost-sharing,
limited benefits, and enroliment caps.

Health care providers were also an important part of coalitions that helped create, expand, and
defend these programs for childless adults. In 2003, they played an important role lessening
proposed cuts. Proposals to cut or curtail programs serving low-income adults were seen as
particularly harmful to public hospitals in urban areas, to sole community hospitals in rural
counties, to mental health care providers, to community health centers, and to other primary
care providers.

Although some employers resisted any kind of government-sponsored health coverage
program, others played an important role defending childless adult coverage on pragmatic
grounds. For example, growers in Western Washington supported Basic Health coverage,
arguing that it made their workforce more stable and productive. Similarly, in Pennsylvania,
some employers supported publicly-funded health coverage as preferable to uncompensated
care, which they argued was ultimately financed by increased health insurance premiums for
employer-based coverage.

CONCLUSION

Medicaid coverage remains tethered to eligibility categories that began in Depression-era cash
assistance programs. These historical categories exclude adults without dependent children,
making them by far the country’s largest group of low-income uninsured. This group includes
low-income workers as well as many near-elderly unable to obtain coverage elsewhere and
people with disabilities who are either awaiting coverage decisions from the federal government
or whose disabilities do not fit the limited definition developed for federally-funded cash
assistance. Uninsured, childless adults include both relatively healthy, low-income workers
without access to employer-sponsored coverage as well as adults suffering from serious, long-
term health problems that create major obstacles to employment.

The experience of the states that have covered these individuals, whether through 1115 waivers
or exclusively state-funded programs, shows a significant demand for coverage and a strong,
positive impact on affected individuals and the health care system as a whole. These programs
have generated tremendous support from policymakers in both parties, from the general public,
from health care providers, and from many employers.

State policymakers concerned about the uninsured may wish to consider developing programs
targeting this group, considering carefully the trade-offs involving 1115 waivers and departures
from Medicaid benefits and cost-sharing rules. At a more basic level, federal policymakers may
want to revisit the current denial of Medicaid matching funds for poor, childless adults. Statutory
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changes that would eliminate the need for a waiver when state Medicaid programs wish to cover
low-income adults — regardless of whether they are pregnant, have dependent children, are
elderly, or experience severe and long-term disabilities — could be an important element in
strategies to greatly reduce the number of uninsured Americans.

No doubt, other coverage expansion groups and strategies are also worth considering. But
childless adults comprise more than half of all Americans who are both poor and uninsured.
They constitute the one group of low-income, uninsured Americans for whom standard Medicaid
funding is currently denied. For policymakers who prioritize coverage expansions based on the
inability of uninsured populations to purchase insurance on their own and the potential impact of
health coverage on health status, childless adults with low incomes represent a logical focus for
future health reform efforts.
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