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Executive Summary

As states move forward with health coverage initiatives and the Congress takes action to
reauthorize the State Children’s Health Insurance Program (SCHIP), attention at both the
national and state level has been focused on expanding coverage, particularly for children.
Coverage of parents has also been part of the discussion, including the use of SCHIP funds to
cover parents under waivers. SCHIP coverage generally “sits on top” of a state’s Medicaid
coverage. States have the option to expand Medicaid coverage to children and parents above
federal minimum levels and receive federal Medicaid matching funds. SCHIP offers states an
enhanced federal matching rate (relative to the Medicaid rate) to cover children, subject to state
and national caps on SCHIP funds. However, the enhanced SCHIP matching rate is not
available for states to cover parents except through a waiver. Currently, eleven states cover
parents with SCHIP funds. This paper examines these eleven programs and considers them
within the context of the states’ efforts to cover children. The information is based on a survey
of these eleven states that was conducted in March-April 2007.

Waiver authority was included in the original SCHIP law, and longstanding federal waiver
policy has allowed coverage of parents with SCHIP funds.

The 1997 SCHIP law authorizes the Secretary of HHS to grant waivers that are consistent with
SCHIP’s objectives. Waivers permit states to use SCHIP funds in ways that are not otherwise
allowed by the law. In 2000, based on research showing the benefits for children of parent
coverage, federal SCHIP waiver guidelines were issued permitting family coverage under certain
conditions. In 2001, the Bush Administration released a broader waiver initiative, called the
Health Insurance Flexibility and Accountability (HIFA) initiative, which encouraged waivers
that used Medicaid and SCHIP funds to cover uninsured adults and emphasized initiatives that
increased the role of private plans. Waivers approved pursuant to both sets of guidelines require
states to prioritize children’s coverage and do not allow states to close enrollment or decrease
eligibility for children while the waiver is in effect. The early SCHIP waivers also required
states to take actions aimed at increasing children’s enrollment in Medicaid and SCHIP, such as
enrollment simplifications.

The eleven SCHIP waivers covering parents fall into three categories that reflect different
rationales for the waiver initiatives.

Each of the eleven states that currently cover parents through an SCHIP waiver have differing
circumstances that help shed light on why they sought their SCHIP waiver. In general, the states
fall into one of three groups, which reflect the rationales of their waivers:

1330 G STREET NW, WASHINGTON, DC 20005
PHONE: 202-347-5270, Fax:202-347-5274
WEBSITE: WWW.KFF.ORG



e The two states characterized as “Early Leaders in Children’s Coverage” in Table 1 had little
ability to use their SCHIP funds for children because they had already expanded children’s
coverage through Medicaid; their waivers enabled them to access their SCHIP allotments to
cover parents. These states extend eligibility and comprehensive benefits to all uninsured
parents who fall within their waivers’ income eligibility ranges.

e The four “Family Coverage” states pursued their waivers with a goal of increasing coverage
and improving care for children by covering families. These states also extend eligibility and
full benefits to all uninsured parents who fall within their waivers’ income eligibility ranges.

e The remaining five states have more “Limited Expansions” focused on reducing adult
uninsured rates. They generally target subgroups of parents, such those who work for small
businesses, and offer limited benefits or subsidies (“premium assistance”) for private

coverage.
Table 1:
SCHIP Family Coverage Waivers and Children’s Medicaid/SCHIP Eligibility Limits
cl\:llhelljc:::(;?; SCHIP Parent Coverage
Timit | gty Restictedto EUNCE gCley gonetts
(% FPL) ’ 12/31/06 FFY 2006

Early Leaders in Children’s Coverage

Minnesota 275%' 100-200% No 18,649 34,313 Medicaid/SCHIP

Rhode Island 250% 100-185% No 12,077 20,771 Medicaid/SCHIP
Comprehensive Family Coverage Initiatives

Arizona 200% 101-200% No 14,269 24,769 Medicaid/SCHIP

lllinois 200% 36-185% No 129,994 209,622 Medicaid/SCHIP

New Jersey 350% 35-115% No 79,523 88,401 Medicaid/SCHIP

Wisconsin® 185% 100-185% No 38,994 70,227 Medicaid/SCHIP
Expansions with Limited Eligibility/Benefits

Arkansas 200% 19-200% Yes n/a n/a Limited

Idaho 185% 35-185% Yes 164 277 Limited

Nevada 200% 86-200% Yes n/a n/a Limited

New Mexico 235% 37-200% Yes 2,260 2,756 Limited

Oregon 185% 0-185% No® 4,513 7,306 Limited
Enrollment Totals 300,443 458,442

"Infants are covered up to 280% FPL.

2 Children and parents are eligible up to 185% FPL, but they may remain enrolled with income up to 200% FPL.

8 Income-eligible parents are eligible for a subsidy for the purchase of group or individual private coverage. However, enroliment in
individual coverage is sometimes closed; during these periods, eligibility is restricted to parents with access to group coverage.

Notes: These eligibility limits do not reflect income disregards. Arkansas and Nevada were implemented after December 2006 and, thus,
do not have any enroliment to report.

Source: State reported data, March-April 2007.

Nationwide, SCHIP parent enrollment is relatively small, but the coverage helps fill a
major coverage gap for low-income parents.

As of December 31, 2006, nationwide, about 300,000 parents were enrolled under SCHIP, and
about 460,000 parents were “ever-enrolled” at some point during the 2006 Federal Fiscal Year.
This number is lower than other estimates of the number of adults ever-enrolled in SCHIP-
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funded coverage over a year because it does not include pregnant women or childless adults
covered under SCHIP waivers. (The Congress prohibited future SCHIP waivers to cover
childless adults in the Deficit Reduction Act of 2005.) The highest enrollment is in the “Early
Leader” and “Family Coverage” states, reflecting their broader eligibility and that these waivers
have been in place for a longer period of time. The limited waivers have lower enrollment,
reflecting more recent implementation and eligibility restrictions. As shown in Table 1, in all
eleven states, the parents who are covered have incomes below 200% of poverty, and, in six of
the eleven states, the parents gaining coverage under the waivers include those who are very low-
income (below 50% of poverty or $692 per month for a family of three in 2006). Parents at these
income levels have few other coverage options.

SCHIP parent coverage represents a fraction of children’s SCHIP and Medicaid coverage.

When considering SCHIP parent coverage relative to states’ efforts to cover children, it is useful
for a number of reasons to examine children’s enrollment within the broader context of SCHIP
and Medicaid. Some of the waiver states cover a relatively small number of children through
SCHIP, because they had already significantly expanded children’s coverage through Medicaid
before SCHIP was adopted. Comparing SCHIP-funded parent enrollment to SCHIP-funded
child enrollment in these states overlooks the fact that these states had limited ability to access
their SCHIP funds for children as well as the progress these states had already made in covering
children through Medicaid. Further, in a number of the states, SCHIP parent eligibility starts at
an income level that is well below where SCHIP eligibility for children begins and, as such, the
children of SCHIP parents are often covered through Medicaid, not SCHIP. This is because
SCHIP eligibility “sits on top” of Medicaid, and Medicaid eligibility levels are generally much
higher for children than for parents.

Examining states’ enrollment levels within the broader context of a state’s coverage for children
under both SCHIP and Medicaid finds that SCHIP parent coverage represents just a small
fraction of children’s coverage. As of December 31, 2006, the six “Early Leader” and “Family
Coverage” states (those with the largest parent enrollment) together covered about 294,000
parents through SCHIP compared to roughly 3.3 million children in SCHIP and Medicaid.

Parent coverage leads to gains in enrollment and access to care for children while also
improving access to care for the parents themselves.

The research literature consistently shows that family coverage leads to increases in enrollment
and access to care for children. Enrollment data and evaluations conducted by some of the
waiver states support these findings. Further, by covering previously uninsured parents, the
waivers have led to significant improvements in parents’ access to care as well.

In sum, over the past decade, SCHIP parent waivers have been approved based on findings that
they promote children’s coverage and as part of efforts to reduce the number of uninsured. The
data in this report show that, nationwide, SCHIP parent enrollment is relatively small, but the
coverage provided through the waivers helps fill a major coverage gap for low-income parents.
Given the income levels of parents covered through waivers and that low-income parents have
high uninsured rates, with more than one in three lacking coverage, it is likely that in the absence
of this coverage these parents would be uninsured. The states’ experiences also illustrate the
close relationship between parent and child coverage and access to care and the importance of
family coverage for both parents and their children.
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INTRODUCTION

There has been increased focus on expanding health coverage as a number of states have moved
forward with broad coverage expansion initiatives and the Congress takes action to reauthorize
the State Children’s Health Insurance Program. Coverage of children is the primary focus of
SCHIP reauthorization and many of the state expansion proposals. However, coverage of low-
income parents, including some states’ use of SCHIP funds to cover low-income parents under
Section 1115 waiver authority, has also been part of the policy discussion. Overall, low-income
parents have high uninsured rates and are much more likely to be uninsured than their children
because they have very limited access to both private and public coverage.' Nationally, in 2005,
more than one in three (36%) low-income non-elderly parents (below 200% of poverty) was
uninsured, compared to 19% of low-income children.’

As of April 2007, eleven states were using SCHIP funds to cover parents through waivers.® This
paper examines these programs and considers SCHIP coverage of parents within the context of
the states’ coverage for children. The information is based on a survey of the states with parent
waiver programs conducted in March-April 2007. This paper does not address other waivers that
allow SCHIP coverage for pregnant women and childless adults. (The Congress prohibited
further SCHIP waivers for childless adults under the Deficit Reduction Act of 2005.)

FEDERAL SCHIP WAIVER POLICY

The law that established SCHIP in 1997 specifically authorized SCHIP waivers under “Section
1115” waiver authority.* Through Section 1115 SCHIP waivers, the Secretary of Health and
Human Services can permit states to use SCHIP funds in ways that are not otherwise permitted
by the law. This waiver authority is broad under law, limited only by the requirement that the
waiver be “consistent with the objectives” of the program.” However, in practice, SCHIP waiver
authority is also bounded by the limits of a state’s available SCHIP funds.

In July 2000, two years after states began to implement their SCHIP programs, the Health Care
Financing Administration (now the Centers for Medicare and Medicaid Services) issued SCHIP
waiver guidelines.’ Referring to the objectives of SCHIP, the guidance advised states that the
Secretary would “consider demonstration proposals that will expand coverage and improve
enrollment, health care outcomes, and access to health care services for children.” Noting that
family coverage met this objective and was anticipated by the SCHIP law,’ the guidelines
permitted parent coverage waivers if a state could show that that it was “effectively” covering
children targeted by the SCHIP law.® The guidelines also permitted waivers to cover pregnant
women, but advised that the Secretary would not approve SCHIP waivers to cover other adults.’
Consistent with the waiver guidance, the terms of the first SCHIP waivers included specific
conditions for each state aimed at promoting effective enrollment of eligible children in both
SCHIP and Medicaid and they prioritized children’s coverage (see box). Further, the waivers
prohibited the states from closing enrollment or decreasing eligibility for children in SCHIP
while the waiver was in effect.
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Rhode Island: An Example of Requirements to Promote Enroliment
of Children Under Early SCHIP Parent Waivers

The original terms and conditions for Rhode Island’s parent SCHIP waiver required that the state not

close enrollment, institute waiting lists, or decrease eligibility for children covered under SCHIP while

the waiver was in effect. Further, the waiver required the state to implement at least three of the

following policies and procedures in its child health programs (Medicaid and SCHIP) in order to

promote enrollment of eligible children:

e Use of a joint, mail-in application and common application procedures

o Procedures that simplify the coverage renewal process by allowing families to establish their
child's continuing eligibility by mail

o Elimination of assets test

o Twelve-month continuous eligibility

o Presumptive eligibility

In August 2001, the Bush Administration released new Section 1115 waiver guidance for its
Health Insurance Flexibility and Accountability (HIFA) initiative. The guidance was not limited
to SCHIP, but was part of a broader waiver initiative “to encourage new comprehensive state
approaches that will increase the number of individuals with health insurance coverage within
current-level Medicaid and SCHIP resources.”” Initiatives that increased the role of private
plans were particularly encouraged.11 With respect to SCHIP funding for adult coverage, the
HIFA initiative maintained the earlier policy of allowing states to use SCHIP funds to cover
parents and pregnant women. It also overrode the earlier waiver policy by permitting states to
use SCHIP funds to cover childless adults. Congress later stopped further SCHIP waivers for
childless adults as part of The Deficit Reduction Act of 2005."

Like the earlier parent coverage waivers, the terms and conditions of the HIFA SCHIP parent
waivers require states to prioritize children’s coverage and prohibit states from closing
enrollment and decreasing eligibility for children (see box). Unlike the earlier waivers, the HIFA
SCHIP parent waivers do not require states to take specific actions aimed at enrolling eligible
children. Further, as explained below, a number of the HIFA SCHIP parent waivers are more
limited in scope than earlier waivers.

Arizona: An Example of Requirements to Prioritize
Children’s Coverage Under a HIFA SCHIP Waiver

The terms and conditions of Arizona’s HIFA SCHIP waiver require that if the state’s SCHIP funding is
insufficient to cover both children and parents, it must first use available SCHIP funding to cover costs
associated with SCHIP children. Further, the state may not close enrollment, institute waiting lists, or
decrease eligibility standards for children covered under its SCHIP program while the waiver is in effect.

WHY STATES SOUGHT TO COVER PARENTS WITH SCHIP WAIVERS

SCHIP coverage generally “sits on top” of a state’s Medicaid coverage. States have the option to
expand Medicaid coverage to children and parents above federal minimum levels and receive
federal Medicaid matching funds. SCHIP offers states an “enhanced” federal matching rate that
is higher, and more favorable to states, than the Medicaid matching rate, which prompted states
to expand coverage for children (see box). Prior to SCHIP, only a few states had expanded
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coverage for children (except for infants) above the federal minimum eligibility standards, but,
with SCHIP’s higher matching rate, every state adopted optional expansions for children and, as
of 2006, 41 states covered children to at least 200% of poverty."> Some states expanded
coverage by raising Medicaid eligibility levels, others created separate SCHIP programs, and
some combined these two approaches.

The Enhanced Federal Matching Rate Under SCHIP

Like Medicaid, the federal government helps to finance coverage under SCHIP by providing
“matching” payments. Under SCHIP, these matching funds are capped nationwide and by state but,
to encourage states to participate in SCHIP, the matching rate is more favorable to states under
SCHIP than under Medicaid. While the matching rates for both programs rely on a formula based on
states’ relative per capita income, each state’s SCHIP matching rate is about 30% more favorable
than its Medicaid matching rate. On average, the federal matching rate is 57% in Medicaid and 70%
under SCHIP.

The enhanced SCHIP matching rate is not available for states to cover parents except through a
waiver. As was true for children, few states have expanded coverage for parents with
Medicaid’s regular matching rate even though the federal minimum coverage standard for
parents is much lower under Medicaid than it is for children. Reflecting this, as of 2006, the
median Medicaid/SCHIP eligibility level for parents was only 65% of poverty compared to
200% of poverty for children.'*

The SCHIP waivers enabled all eleven waiver states to build upon their Medicaid coverage for
parents with the benefit of enhanced federal matching funds. However, beyond this common
element, each of the states have unique circumstances that help shed light on why they sought
their SCHIP waiver, how their SCHIP coverage of parents compares to their efforts with respect
to children, and what the impact of the waiver may have been on children’s coverage. In

general, the states fall into one of three groups, which reflect the rationales of their waivers
(Table 2).

Table 2:
Categories of SCHIP Parent Waivers
States Original Approval
Early Leaders in Minnesota 06/13/01
Children’s Coverage Rhode Island 01/18/01
Arizona 12/12/01
Comprehensive Family lllinois 09/12/02
Coverage Initiatives New Jersey 01/18/01
Wisconsin 01/18/01
Arkansas 03/03/06
E . ith Limited Idaho 11/04/04
New Mexico 08/23/02
Oregon 10/15/02
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Early Leaders in Children’s Coverage. The two states in this group, Minnesota and Rhode
Island, had expanded coverage for children through Medicaid before SCHIP was enacted. Under
the rules established by Congress for SCHIP, these states were allotted SCHIP funds but they
had little ability to use these funds to cover children, since they had already expanded eligibility
for children through Medicaid. In general, the SCHIP law provides that states can use their
SCHIP funds only for children who were not eligible for Medicaid as of March 1997, a few
months before enactment of the law."> These early leaders in children’s coverage were permitted
waivers to enable them access to their SCHIP funds for family coverage.

Comprehensive Family Coverage Initiatives. A second group of states—Arizona, Illinois,
New Jersey, and Wisconsin—sought waivers to cover parents with SCHIP funds as part of their
efforts to emphasize family, rather than child-only, coverage. These states articulated that one of
their primary goals in seeking a waiver was to offer coverage to families and to increase
coverage rates and improve care for children. For example, in its waiver concept paper, Illinois
stated that covering more parents would benefit children by helping the state to reach the
remaining group of eligible children not enrolled in SCHIP, providing better access to medical
care for families, and improving the health status of children and parents.'® Similarly, Wisconsin
noted that its state policymakers believe that family-based coverage is more effective than child-
only coverage because it makes coverage more attractive and it is less complex for all family
members to enroll in a single plan.'’

Expansions with Limited Eligibility/Benefits. The remaining five states—Arkansas, Idaho,
Nevada, New Mexico, and Oregon—pursued their SCHIP-funded parent coverage waivers with
a primary goal of reducing adult uninsured rates by increasing private coverage and, in some
cases, capturing employer contributions. (Three of these states—Idaho, New Mexico, and
Oregon—also received approval to cover childless adults with SCHIP funds under their waivers,
a practice the Congress prohibited for any future waivers under the Deficit Reduction Act of
2005.) These expansions are limited because parent eligibility generally is restricted by other
criteria in addition to income and because they provide more limited benefits than Medicaid or
SCHIP. These waivers closely follow the 2001 HIFA waiver guidelines, which encouraged
states to pursue initiatives that relied on private coverage options.

ELIGIBILITY, ENROLLMENT, AND BENEFITS UNDER SCHIP PARENT WAIVERS

Table 3 (next page) provides an overview of eligibility, enrollment, and benefits for parents
under the SCHIP waivers as well as the upper income limit for children’s Medicaid and SCHIP
coverage in these states. The sections below present key findings based on this information.

Eligibility

In every state, children are covered (through Medicaid or SCHIP) to the same or a higher
eligibility level as SCHIP waiver parents. Eight of the eleven states cover children in families
with incomes up to at least 200% of poverty. Four of these states (including the two “Early
Leader” states) cover children in families with incomes above 200% of poverty. Parent waiver
coverage does not exceed 200% of poverty in any of the states. New Jersey has the lowest
income ceiling for parents, at 115% of poverty, although it once covered parents at higher
income levels and it plans to reinstate parent eligibility to 133% of poverty in September 2007.
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Six of the eleven states use SCHIP funds to cover very low-income parents (below 50% of
poverty). For example, SCHIP-funded parent coverage begins at 19% of poverty ($263 per
month for a family of three in 2006) in Arkansas and at 35% and 36% of poverty ($484 and $498
per month for a family of three in 2006) in New Jersey and Illinois, respectively. SCHIP-funded
parent eligibility begins as somewhat higher income levels in Arizona, Rhode Island, Minnesota,
and Wisconsin. In general, these differences reflect differences in the upper income eligibility
levels for parents in each state’s Medicaid program prior to the waiver."® As noted above, the
SCHIP-funded coverage generally “sits on top” of the states’ Medicaid coverage for parents.

Four states provide coverage only to certain subgroups of uninsured parents in the eligible
income range. In these states, eligibility is restricted to parents in the state-designated income
range who have access to private coverage, whose employer helps to purchase coverage on their
behalf, or who contribute the employer’s as well as the employee’s designated share of costs. In
some cases, the initiatives are further limited to adults who work in small firms. For example,
eligibility in Idaho and Nevada is limited to parents in the income-eligible range who are
employed by small businesses (2-50 employees).

Table 3:
SCHIP Parent Waiver Coverage and Children’s Medicaid/SCHIP Eligibility Limits

c“:nhe':ﬂ::'l‘; SCHIP Parent Waivers
Timt | ity Restrictedto  ENTIEST (S
(% FPL) (%FPL)  Subgroups? 4153106 FFY 2006
Early Leaders in Children’s Coverage
Minnesota 275%' 100-200% No 18,649 34,313 Medicaid/SCHIP
Rhode Island 250% 100-185% No 12,077 20,771 Medicaid/SCHIP
Comprehensive Family Coverage Initiatives
Arizona 200% 101-200% No 14,269 24,769 Medicaid/SCHIP
lllinois 200% 36-185% No 129,994 209,622 Medicaid/SCHIP
New Jersey 350% 35-115% No 79,523 88,401 Medicaid/SCHIP
Wisconsin® 185% 100-185% No 38,994 70,227 Medicaid/SCHIP
Expansions with Limited Eligibility/Benefits
Arkansas 200% 19-200% Yes n/a n/a Limited
Idaho 185% 35-185% Yes 164 277 Limited
Nevada 200% 86-200% Yes n/a n/a Limited
New Mexico 235% 37-200% Yes 2,260 2,756 Limited
Oregon 185% 0-185%° No* 4,513 7,306 Limited
Enrollment Totals 300,443 458,442

"Infants are covered up to 280% FPL.

2 Children and parents are eligible up to 185% FPL, but they may remain enrolled with income up to 200% FPL.

® Under a Medicaid waiver, Oregon uses Medicaid funds to cover parents up to 100% FPL who receive direct coverage
through its Medicaid program, The Oregon Health Plan, although enrolliment has been closed for these parents since July
2004. Parents between 0-185% FPL in the state’s premium assistance program are generally covered with SCHIP funds.
4 Income-eligible parents are eligible for a subsidy for the purchase of group or individual private coverage. However,
enrollment in individual coverage is sometimes closed; during these periods, eligibility is restricted to parents with access
to group coverage.

Notes: These eligibility limits do not reflect income disregards. Arkansas and Nevada were implemented after December
2006 and, thus, do not have any enroliment to report.

Source: State reported data, March-April 2007.
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Enrollment

As of December 31, 2006, a total of about 300,000 parents were enrolled under SCHIP
family coverage waivers. This represents the number of parents enrolled at that point-in-time.
There were roughly 460,000 parents “ever-enrolled” at some point during the 2006 Federal
Fiscal Year (October 2005-September 2006). These numbers are lower than other reports of
adult enrollment under SCHIP, which include pregnant women and childless adults."”

There is significant variation in the size of parent enrollment across the states. Parent
enrollment ranges from 164 in Idaho to over 100,000 in Illinois, with two states (Arkansas and
Nevada) not reporting any enrollment because they implemented their waivers after December
2006. The largest enrollments were in the “Early Leader” and “Family Coverage” states. This
reflects the broader scope of their eligibility and the fact that that these states are the longest
standing of the eleven waiver initiatives (and, therefore, have had the longest period of time to
build enrollment). The more limited waiver expansions include some that were just recently
implemented and, thus, have little or no enrollment to report. Further, the additional eligibility
restrictions beyond income (discussed above) curb enrollment in these states.

For every state with substantial SCHIP parent coverage, parent enrollment represents just
a fraction of children’s enrollment through SCHIP and Medicaid. When considering SCHIP
parent coverage relative to states’ efforts to cover children, it is informative to examine
children’s enrollment within the broader context of both Medicaid and SCHIP.* In the six
“Early Leader” and “Family Coverage” states (those with the highest SCHIP parent enrollment
levels), as of December 31, 2006, about 294,000 parents were covered with SCHIP funds versus
roughly 3.3 million Medicaid and SCHIP children (Table 4).

Table 4:
Enroliment of SCHIP Parents and Medicaid and SCHIP
Children in Selected States as of December 31, 2006

Parents Children

se | Medicaid  SCHIP 1ot
Early Leaders in Children’s Coverage
Minnesota 18,649 304,197 30 304,227
Rhode Island 12,077 | Not reported 12,212 76,533
Comprehensive Family Coverage Initiatives
Arizona 14,269 496,564 59,250 555,814
lllinois 129,994 | 1,266,349 141,222 1,407,571
New Jersey 79,523 444,323 124,523 568,846
Wisconsin 38,994 340,996 29,649 370,645

TOTAL | 293,506 3,283,636

Source: State reported data, March-April 2007; Total children for Rhode Island
from “2007 Rhode Island KIDS COUNT Factbook” and communications with
state official.

Consideration of both Medicaid- and SCHIP-covered children is relevant because of the different
designs of each state’s Medicaid and SCHIP eligibility rules for children and parents. Some of
the waiver states cover a relatively small number of children through SCHIP since they had
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already significantly expanded children’s coverage through Medicaid before SCHIP was
adopted. For example:

e Wisconsin uses SCHIP funds to cover all parents with incomes between 100-185% of
poverty, but it uses SCHIP funds only for children age six and older in this income range.
Children under six (generally the group with the highest Medicaid and SCHIP participation
rates) are covered with Medicaid funds (rather than SCHIP funds) because Wisconsin had
already covered these children through Medicaid before SCHIP was enacted.

e Similarly, Minnesota covers parents between 100-200% poverty under its SCHIP waiver, but
the only children it covers with SCHIP funds are infants between 276-280% of poverty. It
covers children with family incomes up to 275% of poverty through Medicaid.

Consideration of Medicaid-enrolled children is also important because, in a number of states, the
children of SCHIP parents are covered through Medicaid rather than SCHIP. In these states, the
income level of SCHIP-funded parent coverage starts at a level well below where SCHIP
eligibility for children begins. For example:

e New Jersey covers parents between 35-115% of poverty under its SCHIP waiver. All
children in this income range (as well as some children above this income range) are covered
through Medicaid rather than SCHIP.

e Similarly, Illinois covers parents between 36-185% of poverty under its SCHIP waiver.
Many of the children of these parents (younger children below 133% of poverty and older
children below 100% of poverty) are covered through Medicaid, not SCHIP.

Benefits

The two “Early Leader” states and the four “Family Coverage” states provide
comprehensive Medicaid or SCHIP benefits to parents. Four of these states also operate
premium assistance programs in which they subsidize the purchase of employer-based coverage
for some of the parents covered through the waiver. The parents in these premium assistance
programs still have access to full Medicaid or SCHIP benefits and cost sharing protections, either
as a “wraparound” to the employer-based insurance or, in the case of Illinois, by having the
option to enroll in the direct coverage component at any time.

The five states with more limited expansions provide a limited premium assistance or
benefit package. Idaho, Nevada, and Oregon provide premium assistance in which they
subsidize the purchase of private coverage through an employer or the individual market. These
states do not provide wraparound coverage for parents for any benefits not covered by the private
plans or any of the plans’ cost sharing requirements. Arkansas and New Mexico created new
limited benefit plans under their waivers that employees can buy-into (both states also require
employer contributions, although New Mexico allows employees to buy the employer share).
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SPENDING UNDER SCHIP PARENT WAIVERS

Total federal spending for parent coverage under SCHIP waivers was about $428 million for
Federal Fiscal Year 2006 based on the state-reported data (Table 5). This represents just a small
fraction of total federal SCHIP spending for the year, which was $5.5 billion.”! There is great
variation across the waiver states in levels of spending for parent coverage, which reflects
differences in their enrollment levels as well as differences in the scope of coverage provided.

Table 5:
2006 Federal Spending for SCHIP Parents

FFY2006 Federal

Spending

(millions)
Arizona $31.5
Arkansas n/a
Idaho $0.2*
lllinois $115.6
Minnesota $53.6
Nevada n/a
New Jersey $117.2
New Mexico $6.6
Oregon $11.8
Rhode Island $31.2
Wisconsin $60.5
TOTAL $428.2

Note: Arkansas and Nevada were implemented
after this period.

* ldaho based on FFY2005 spending estimates
from the Congressional Research Services (CRS)
and includes spending for childless adults.
Source: State-submitted data and CRS spending
estimates.

IMPACT OF SCHIP PARENT WAIVER COVERAGE

Clearly, the most direct benefits of the SCHIP parent waivers are to increase coverage and access
to care for parents newly eligible under the waivers. However, with respect to these waivers, a
key issue to consider is whether they have helped promote the objectives of the SCHIP program
by increasing coverage and improving care for low-income children. This section summarizes
the research literature and findings from the waiver states on how parent coverage impacts
coverage and care for children as well as the impacts for the parents themselves.

Impact on Children

A substantial amount of research has found that covering parents in programs such as Medicaid
and SCHIP leads to increases in enrollment and retention of children in Medicaid and SCHIP*

and decreases in uninsured rates for children.”” Research also shows that covering parents leads
to improvements in children’s access to and use of care, as children of insured parents are more
likely to see a provider and receive well-child care than those whose parents lack coverage.”*
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Evaluation findings and available enrollment data from the waiver states also suggest that parent
coverage leads to increased enrollment of children and that children’s enrollment patterns closely
follow the trends in parent enrollment. In examining the relationship of SCHIP parent coverage
and children’s coverage, it is important to examine enrollment changes among both Medicaid
and SCHIP children, because, as previously noted, many of the parents covered through the
SCHIP waivers have children that are eligible for Medicaid. It is also important to note that the
changes in enrollment over time for children likely reflect a number of factors beyond parent
eligibility, including changes in eligibility or enrollment processes over the period (such as
eligibility increases or simplifications in enrollment or renewal procedures), outreach efforts, and
overall economic conditions. However, even recognizing the many factors that contribute to
changes in enrollment, the strong correlation between enrollment of children and parents is
evident.

New Jersey’s waiver evaluation found that, based on projections of historical enrollment data
through the waiver period, there was additional enrollment of Medicaid and SCHIP children as a
result of enrolling parents in FamilyCare, its SCHIP waiver program.” It also concluded that
having one parent enrolled in its waiver program increased the likelihood that a child would
remain enrolled in the program.*®

Further, New Jersey’s Medicaid and —

SCHIP enrollment data illustrate the New Jersey: Medicaid and SCHIP Enrollment
strong correlation between enrollment of for Children and Parents, 2000-2006
parents and children (Figure 1). After the . SCHP an Modicaid Chicren

state implemented its parent expansion in SCHIP Parents

2000, it experienced very quick Parent Enroliment Parent Enroliment

enrollment of parents and, at the same Closed Fﬂ/ﬁ:ss
time, enrollment of Medicaid and SCHIP /}89,786 295,711

children began increasing. The state 24083

closed the parent expansion in September 124,698 s0.503
2002, and, when parent enrollment began 26 063 67,949 ’

to fall, children’s enrollment leveled off. '

When the state reopened the parent De;oo De;:-01 De;:-OZ De‘c-03 De‘c-04 De;:-ﬂs De;:-OG
expansion in September 2005, enrollment | i tesieischicren notues optona Mecicaidciren Medicaid and the Uninsured

of both parents and children once again
began to climb.

Similarly, Wisconsin has noted that its “approach of providing family coverage in BadgerCare
[its SCHIP-funded Medicaid expansion] has been extremely successful in meeting the key
SCHIP objective of enrolling eligible children,” and that “by simplifying eligibility for the entire
family, families are encouraged to seek health care coverage, resulting in more children enrolled
in Medicaid and BadgerCare.””” The state found that, “along with children in BadgerCare,
Wisconsin has significantly increased Medicaid enrollment of low-income children...with the
implementation of BadgerCare.”*® Like New Jersey, Wisconsin also found that the lengths of
enrollment for children increased after BadgerCare implementation.”’
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Enrollment data from the evaluation of the Wisconsin waiver illustrate the connection between
parent and child enrollment. Through BadgerCare, the state expanded coverage to parents
(initially with Medicaid funds) and older children in 1999. Following implementation of
BadgerCare, enrollment of children and parents increased in both BadgerCare as well as among
children eligible for the state’s Medicaid Healthy Start program. The enrollment gain among
children in the Medicaid Healthy Start program is significant because many of the children of
BadgerCare parents were eligible for Medicaid Healthy Start and most were eligible prior to the
BadgerCare parent expansion. As the state notes in its evaluation, the enrollment gains among
children in Medicaid Healthy Start occurred at the same time enrollment in other categories of

Medicaid children and pregnant women
was declining.”® The evaluation attributes
the increase in Healthy Start children’s
enrollment to the parent expansion, as
well as to a small change in children’s
eligibility, enhanced outreach, and
enrollment simplification that occurred
during this period. The evaluation goes
on to conclude that the uninsured rate in
the state dropped significantly following
implementation of its family coverage
initiative and that, “Medicaid/BadgerCare
is credited with keeping insurance
coverage high in Wisconsin, despite rising
employment.”™"'

Wisconsin: Medicaid and SCHIP Enroliment
for Children and Parents 1997-2001

——Medicaid Healthy Start & BadgerCare Children
—A—BadgerCare Parents

237,606
211,673

170,108
104,262

136,135
82,438 A

137,963

36,611
i

1997 1998 1999 2000 2001

NOTES: Data is ever-enrolled annual data. Medicaid Healthy Start children include
children age 0-6 between TANF eligibility levels and 185% FPL and older children

between TANF eligibility levels and 100% FPL; BadgerCare children include children

age 6-18 100-185% FPL and children 185-200% FPL. BadgerCare parents include
parents between TANF eligibility levels and 185% FPL.

Source: Gavin, et al, “Evaluation of the BadgerCare Medicaid D i M
December 2003

and the

Enrollment patterns for children and parents in Rhode Island’s Rlte Care program further show

how children’s enrollment follows patterns of parent enrollment. The data show that prior to the

state’s first expansion to parents in 1998,
children’s enrollment remained fairly flat,
even with expansions in children’s
eligibility (Figure 3). Once the parent
expansion (which was initially Medicaid-
funded) was implemented in 1998,
enrollment of both children and parents
quickly grew. This growth likely reflects
a number of factors, including the parent
eligibility expansion as well as eligibility
simplifications and outreach efforts the
state undertook during this period and
changing overall economic conditions.

Impact on Parents

Figure 3

Enrollment of Medicaid and SCHIP Children
and Adults in Rhode Island Rlte Care

-#- Parents
Expanded —A- Children
to children
8-18 years,
<250% FPL

Expanded to
Parents

<185% FPL 81.563

76,957

Expanded
to children
6-8 years,

<250% FPL

Implemented
Mail-in
Application
52,
[ o

47,454
42,300 42,971

38,807

32,977

23,365 22,807

Dec-95 Dec-96 Dec-97 Dec-98 Dec-99 Dec-00 Dec-01 Dec-02 Dec-03 Dec-04 Dec-05
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Source: State-submitted data, Rite Care Enroliment growth. Medicald and the Uninsured

Beyond the positive benefits for children, the SCHIP parent waivers have also increased

coverage and improved access to care for low-income parents. While the nationwide enrollment

number for parents under the waivers is relatively small (at about 300,000 as of December 31,
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2006), the eligibility increases provided an important coverage option for low-income parents
who have very limited access to private coverage. In six of the eleven states, the parents gaining
coverage included very low-income parents below 50% of poverty (or $691 per month for a
family of three in 2006). Reflecting the significant need for and interest in coverage among low-
income parents, the New Jersey and Wisconsin evaluations found that parent enrollment quickly
exceeded expectations and projections, and a survey of parents enrolled in the Wisconsin waiver
program found that the most frequently
cited reason for enrolling in the program
was that they could not get or afford other
coverage.>?

Figure 4

Access to Care and Family Financial Burden
for Low-Income Parents, 2005

Percent experiencing in past 12 months: Olnsured M Uninsured
Research suggests that these gains in ] 39% s
coverage make a significant difference in 31% —

assuring parents’ access to necessary and ik 2%
appropriate care. For example, uninsured b
low-income parents are more likely than 10%

their insured counterparts to lack a usual

source Of care, to have pOStpOHed or not ‘ No Regular Source of‘ Postponed/Did Not  Medical Bills Had a ‘ Spent Less on Basic
> Care Get Care Due to Lack Major Impact on Needs to Pay for
gotten care due to COSt, and to have had of Insurance or Money Family Health Care

Low-income is less than 200% FPL. Insured includes those covered by public
or private health insurance.
SOURCE: 2005 Kaiser Low-Income Coverage and Access Survey.

their families’ finances affected by
medical costs (Figure 4).
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Consistent with this research, Rhode Island notes that its RIte Care program, which covers
parents and children, has not only “demonstrably increased the number of low- and moderate-
income Rhode Islanders who are insured, but the program has facilitated the abilities of enrollees
to obtain services and changed patterns of care.”” For example, every parent or child enrolled in
Rlte Care has a primary care provider who serves as their medical home.>* Further, the state
found decreased emergency department visits and hospital utilization since implementing the
program.” Similarly, Wisconsin has found that parents enrolled in its BadgerCare program were
more likely to have at least one physician visit in the past year and a usual source of care than
uninsured adults.”® Further, parents enrolled in the program were less likely than eligible but
unenrolled parents to report postponing or delaying needed care and more likely to report
confidence in their ability to obtain needed care.”’

CONCLUSION

In sum, over the past decade, SCHIP parent waivers have been approved based on findings that
they promote children’s coverage and as part of efforts to reduce the number of uninsured. The
data in this report show that, nationwide, SCHIP parent enrollment is relatively small, but the
coverage provided through the waivers helps fill a major coverage gap for low-income parents.
The states’ experiences also illustrate the close relationship between parent and child coverage
and access to care and the importance of family coverage for both parents and their children.

This brief was prepared by Samantha Artiga of the Kaiser Commission on Medicaid and the Uninsured and
Cindy Mann of the Georgetown University Center for Children and Families. The authors greatly thank the state
officials who generously shared their time and resources to provide the information used in this brief. They also
thank Barbara Lyons, Robin Rudowitz, and Diane Rowland for their helpful comments and guidance.
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