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Abstract

Medicaid churning - the constant exit and re-entry of beneficiaries as their eligibility changes - has 

long been a problem for both Medicaid administrators and recipients. Churning will continue 

under the Affordable Care Act, because despite new federal rules, Medicaid eligibility will 

continue to be based on current monthly income. We developed a longitudinal simulation model to 

evaluate four policy options for modifying or extending Medicaid eligibility to reduce churning. 

The simulations suggest that two options, extending Medicaid eligibility either to the end of a 

calendar year or for twelve months after enrollment, would be far more effective in reducing 

churning than the other options of a three-month extension or eligibility based on projected annual 

income. States should consider implementation of the option that best balances costs, including 

both administration and services, with improved health of Medicaid enrollees.

Medicaid “churning” - the constant exit and re-entry of beneficiaries as their eligibility 

changes - has long frustrated Medicaid administrators concerned with providing continuity 

of medical care while reducing unnecessary administrative costs.1,2,3,4,5 Recent research 

estimating the numbers of people whose Medicaid eligibility might change from year to year 

due to changes in income or family size has underscored how churning will continue under 

the Affordable Care Act (ACA).6,7,8 Estimates based on data from 2004–2008 indicate that 

more than 30 percent of Medicaid eligibles lose eligibility within six months of enrollment 

and about half lose eligibility within twelve months.7,8 These estimates should remain valid, 

as the ACA does not change the requirement that current monthly income serve as the basis 

for Medicaid eligibility.9 The estimates also align with ACA provisions by assuming 

eligibility ends when a person’s monthly income increases above 138 percent of the federal 

poverty level (FPL).7,8

In part to address Medicaid churning caused by fluctuating income or enrollees not 

providing documents required to recertify eligibility, the ACA provided substantial federal 

funding to states to modernize the computer systems that determine Medicaid eligibility. 

This modernization should increase efficiencies in eligibility determination, particularly by 
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enabling verification of income with electronic data from other federal and state agencies. 

Moreover, eligibility will be renewed administratively (without enrollees needing to provide 

documentation) if enrollees’ Medicaid records match electronically with other agencies’ 

verification data that indicate continuing eligibility.

However, even with greater use of electronic data linkages, failed matches and data 

inconsistencies will sometimes trigger dis-enrollments of eligible people. Moreover, because 

monthly income changes frequently in lower-income households, states’ ability to 

electronically verify income every quarter will lead to churning unless states choose to 

develop mitigating procedures.

We developed a longitudinal simulation model to evaluate four options to reduce Medicaid 

churning under the ACA by modifying or extending Medicaid eligibility. Two are 

substantially more effective in reducing churning but they have different impacts on average 

monthly caseloads and the number of people covered all year. Choosing between the options 

illustrates the trade-offs policymakers face when considering Medicaid program costs and 

costs to Medicaid enrollees who might churn.

Background

Medicaid churning involves a pattern of short-term enrollment, dis-enrollment, and re-

enrollment that often occurs year after year. The typical causes are seasonal employment or 

overtime that increase earnings so a person loses eligibility for some months, only to 

become eligible again and re-enroll when the extra income ends. Churning is distinct from 

transitions to other insurance coverage associated with longer-lasting changes in income or 

employment or marital status. Churning and more permanent transitions have different cost 

implications for society and individuals.

Churning creates substantial administrative costs for Medicaid and Medicaid managed care 

plans. From 2005 to 2010, estimated administrative costs per enrollment or disenrollment 

ranged between $180 and $280.3,10,11 In 2015, the administrative cost of one person 

churning once (dis-enrolling and re-enrolling) could be from $400 to $600 (accounting for 

cost increases since 2005). To put this estimate in perspective, in fiscal year 2011 (the most 

recent year available) average Medicaid expenditures for a non-aged, non-disabled adult 

were $4,141.12 Churning-related administrative costs, multiplied by the number of people 

who churn in a year, generate a significant share of Medicaid expenses.

Churning also contributes to increased Medicaid expenditures for medical care. People who 

experience lapses in coverage often re-enroll in Medicaid when, for example, they obtain 

high-cost care in hospitals that could have been avoided with better ongoing care.13,14,15

Churning-related administrative costs and costs of avoidable medical care fall on taxpayers. 

Other costs fall on individuals who experience churning. In order to re-enroll they have to 

provide documentation to re-establish eligibility, and may have to change health care 

providers, a process that disrupts medical care and contributes to health problems. Research 

also has shown that people with short episodes of coverage have poorer quality of health 
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care than people enrolled for longer episodes.11,16,17 In short, costs to taxpayers and to 

eligible individuals would be substantially lower if Medicaid churning were reduced.

Churning and the Affordable Care Act

In issuing two final federal rules in 2012 regarding income calculations for Medicaid 

eligibility under the ACA, the Department of Health and Human Services recognized that 

monthly income changes can cause churning.9 Federal rule §435.603(h)(2) allows states to 

use projected annual income for the remainder of the calendar year when evaluating a 

person’s eligibility for Medicaid. The projection is in contrast to the previous rule requiring 

people to enroll and then disenroll from Medicaid if their current monthly income qualifies 

them for Medicaid but their projected annual income for the entire calendar year (including 

previous months) exceeds the Medicaid limit. The new rule enables someone in these 

circumstances to remain in a marketplace plan with a premium subsidy. The other federal 

rule, §435.603(h)(3), allows states to include or exclude a prorated portion of a predictable 

income change when determining current eligibility. This rule aims to reduce churning 

among people expecting income changes due to seasonal employment or overtime.

Options for Reducing Churning

Many strategies have been proposed to reduce Medicaid churning and provide continuity of 

coverage for beneficiaries.1,6, 8,18 We focus on four policy options intended to minimize 

churning: (1) annualize income when determining Medicaid eligibility (similar to federal 

rule §435.603(h)(2)); (2) if a quarterly income verification check indicates an enrollee is no 

longer eligible, extend Medicaid coverage by three months or (3) extend coverage to the end 

of the calendar year; and (4) grant initial coverage for 12 continuous months. The options 

involve procedures that could simplify the recertification of Medicaid eligibility and avoid 

disruptions in coverage commonly caused by income fluctuations, administrative errors, and 

enrollees’ not fulfilling re-certification requirements.

We discuss the options in more detail after describing the model used to simulate the effects 

of each option.

Simulation Model and Data

The longitudinal simulation model uses monthly income data in the Survey of Income and 

Program Participation (SIPP) to create spells of Medicaid eligibility under current ACA 

rules. SIPP is a nationally representative survey, and our simulations use all the data on 

monthly changes in income and family structure in the SIPP. The simulations estimate the 

effects of the four policy options under the circumstances originally envisioned by the ACA; 

we assume all states opted to expand Medicaid eligibility for adults to 138 percent FPL.

Our simulation year is calendar year 2006, the last calendar year in the 2004–2007 SIPP 

panel with 12 months of data for all sampled individuals. We use the 2004–2007 SIPP panel 

rather than the 2008–2012 panel because 2006 was a year of relative economic prosperity, 

and we do not want to confound our simulation results with the Great Recession’s impact on 

Medicaid enrollment.
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Our simulations are for adults 19 to 64 years of age at the end of 2006. Our SIPP sample 

consists of adults with data for the entire panel (48 months). We use the longitudinal weights 

provided by SIPP to make national estimates from this sample. However, to better correct 

for any attrition bias associated with health insurance status, we revised the longitudinal 

weights to match estimates of the distribution of health insurance status in the last month of 

SIPP using the cross-sectional SIPP weight for that month.6

Estimates of policy outcomes were simulated with two different assumptions about monthly 

participation rates (85 and 50 percent) after a year of eligibility. Two different 

administrative disruption rates (35 and 15 percent) were assumed to simulate the dis-

enrollment at the annual redetermination of continuing eligibility. The online Appendix 

provides further details on the longitudinal simulation model and the rationale for our 

choices of participation and administrative disruption rates.19

Outcomes Simulated

The simulation model allows us to estimate the number of people ever covered by Medicaid 

in the calendar year and the number covered throughout the calendar year, as well as the 

number of transitions into and out of Medicaid and the number of people with at least one 

churning episode (that is, who exit and re-enroll) during the calendar year.

We also estimate the average monthly caseload for each option. The average monthly 

caseload is defined as total person-months of enrollment in the calendar year divided by 12. 

Thus, differences in monthly caseloads among the four options reflect differences both in 

the number of enrollees and length of enrollment per enrollee. Average monthly caseload is 

a good indicator of predictable spending on Medicaid covered medical services, assuming 

that such expenditures are roughly proportional to the number of people enrolled each 

month.

Baseline Scenario

A counterfactual comparison is needed to quantify the effects of the policy options so we 

first simulated coverage in a “baseline” scenario. The scenario assumes that people do not 

report changes in their income or family size affecting their monthly eligibility. Enrollees 

leave Medicaid only when a quarterly check of administrative data or the annual 

redetermination of eligibility reveals that they are no longer eligible. The simulation model 

also assumes administrative disruptions occur during annual eligibility redeterminations; 

causes of such disruptions include clerical errors or enrollees not providing documentation 

after discrepancies between electronic records generate a disenrollment notice. Disruptions 

cause a percentage of enrollees to be dis-enrolled, despite their continuing eligibility for 

Medicaid.

Four Policy Options Simulated

Option 1: Annualize Income When Determining Medicaid Eligibility

Annualizing income when determining eligibility would reduce churning that predictably 

occurs each year. This option is similar in spirit to the previously discussed federal rules 
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§435.603(h)(2) and §435.603)h)(3), ACA provisions designed to address income 

fluctuation. In simulating this option, income is annualized by assuming that monthly 

income in each of the remaining months of the calendar year will continue at the current 

monthly level and then adding actual income from the previous months. If either current 

monthly income or the projection of average monthly calendar-year income is less than the 

eligibility limit in any month, then the person is considered eligible for Medicaid in that 

month.

Option 2: Extend Medicaid Coverage by Three Months

When a change in income or life-circumstances causes loss of eligibility, Medicaid 

beneficiaries must be given ten-days advance notice that they are no longer eligible. 

Coverage generally stops at the end of the month in which the eleventh day occurs. An 

exception to this general rule is a program known as Transitional Medicaid Assistance 

(TMA), which provides between 4 and 12 months of additional Medicaid coverage to 

families who otherwise would lose eligibility because an adult family member has higher 

earned income from more work hours or because spousal or child support payments 

increased.18,20 TMA sets a precedent for extending Medicaid eligibility by three months if 

an income verification check indicates that a Medicaid enrollee has lost eligibility. In our 

simulation of this option, someone loses coverage only if a second verification check 

confirms a continuing lack of eligibility.

Option 3: Extend Medicaid Coverage to End of Calendar Year

This option extends coverage until the end of the calendar year for those newly enrolled or 

anyone for whom a quarterly check of administrative data confirmed eligibility earlier in the 

year. It effectively causes annual redeterminations of eligibility to coincide with the open 

enrollment period for the ACA health insurance marketplace. This makes it easier for people 

losing Medicaid eligibility because of increased income to enroll in a marketplace health 

plan without a gap in coverage.

Option 4: Grant Coverage for Twelve Continuous Months

Twelve months of continuous eligibility is now a state option for children covered by either 

CHIP or Medicaid.21 Adults can be given twelve months of continuous coverage if a state 

requests an 1115 waiver to do so; so far, only New York has obtained such a waiver for 

parents.22 Option 4 eliminates the need for a state to request an 1115 waiver. Adults would 

be granted Medicaid for twelve months from the date of their initial or annual eligibility 

determination and would retain Medicaid for twelve months even if a change in income or 

life-circumstances would otherwise make them ineligible.

Limitations

As with results of all simulation models, our estimates have several limitations that should 

be kept in mind. First, the SIPP monthly income data are self-reported, and might not match 

perfectly with income as assessed by state Medicaid programs. Second, as we noted, our 

sample is limited to people who remained in the SIPP for the full panel. We revised the 

longitudinal weights supplied by SIPP to better correct for any attrition bias associated with 
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health insurance status. Nonetheless, we may still be underestimating churning if people 

who left the SIPP sample were particularly likely to cycle on and off of Medicaid. Third, by 

using all the respondents in the nationally representative SIPP sample who met our selection 

criteria, the simulations implicitly assume that all states expanded Medicaid eligibility. 

Given our desire for greater statistical power with a larger sample and the strong financial 

incentives for states to expand Medicaid, we made the simplifying assumption that all states 

would expand Medicaid eligibility to 138 FPL. Finally, we focus just on Medicaid churning, 

rather than other pathways people might take out of Medicaid. Thus we simulate only the 

effects of policy options that might reduce churning; we do not consider other strategies to 

improve continuity of coverage, such as the participation of managed care plans in both 

Medicaid and the insurance marketplaces.18

Results

Exhibit 1 shows the simulation results for the baseline scenario and the four policy options 

when we assume that 85 percent of unenrolled Medicaid eligible adults enroll (participate) 

each month and the administrative disruption rate is 15 percent. Exhibits 2, 3, and 4 

illustrate, respectively, how each of the four policy options changes our three outcomes of 

interest: the number of adults re-enrolling in Medicaid (churning), the number covered by 

Medicaid all year, and the average monthly Medicaid caseload. The changes are shown as 

percentage changes relative to the baseline.

Exhibits 2, 3, and 4 also show how these three outcomes are affected by varying the 

Medicaid participation rate while holding the administrative disruption rate at 15%, and the 

effects of varying the disruption rate while holding the participation rate at 85%.

Our discussion of the simulated effects of the policy options focuses on the simulations 

when the participation rate is 85 percent and the disruption rate is 15 percent. Recall that the 

simulations are for calendar year 2006 and are applied to national data, as if all states 

expanded Medicaid eligibility under the ACA.

Results by Policy Option

Option 1 - annualize income—Compared to the baseline scenario, annualizing income 

increases the number of people re-enrolling (churning) in Medicaid by 5 percent (400,000 

people; see Exhibits 1 and 2). Option 1 also is estimated to increase the number of people 

covered by Medicaid for the entire year by 7 percent (1.7 million more people) as well as the 

average monthly caseload by 4 percent (coincidentally also 1.7 million people).

Option 2 - three-month extension—Compared to the baseline scenario, extending 

enrollment for three months after a failed verification check has virtually no effect on the 

number of adults re-enrolling during the year. The number of adults covered all year 

increases by 4 percent (1.1 million people) and the average monthly caseload by 3 percent 

(1.2 million people).

Option 3 - end-of-calendar-year extension—By design, administrative disruption 

during the calendar year is almost eliminated with this option. Relative to the baseline 
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scenario, churning drops by 78 percent (a decline of 5.9 million people). The number 

covered by Medicaid for the entire calendar year increases by 50 percent (an additional 12.9 

million people) and the average monthly caseload increases by 14 percent (5.6 million 

people).

Option 4 - twelve months of continuous eligibility—Compared to the baseline 

scenario, this option reduces the number of people churning by re-enrolling in Medicaid by 

30 percent (2.3 million fewer people). Twenty percent more people (5.0 million) are covered 

all year and the average monthly caseload increases by 17 percent (6.8 million more people). 

Among the four options, twelve months of continuous eligibility maximizes the number of 

people covered at some point in a calendar year (60.6 million).

Sensitivity of Results to Assumptions

As noted, Exhibits 2 through 4 illustrate how sensitive the estimated outcomes are to 

alternative assumptions about the administrative disruption and Medicaid participation rates. 

Option 3 (the end-of-calendar-year extension) is particularly effective in reducing churning 

and increasing all-year coverage in the face of a high disruption rate. This option moves the 

redetermination of eligibility to the end of the calendar year as soon as a person’s eligibility 

is verified once, so an otherwise high disruption rate contributes little to churning. Option 4 

(twelve months of continuous eligibility), on the other hand, is sensitive to the disruption 

rate because coverage is conditioned on successful redetermination of eligibility during the 

calendar year. In contrast, the increase in average monthly caseload associated with each of 

the policy options is not particularly sensitive to the participation rate.

Discussion

Before conducting these simulations, we were unsure of the relative effects of these four 

options on the outcomes of interest. In particular, we did not foresee that annualizing income 

would have only modest effects on the number of people churning during a year and the 

number covered by Medicaid all year. Annualizing income has limited impact on churning 

largely because more people are eligible to re-enroll in Medicaid with the possibility of 

satisfying either of two possible income standards (current monthly income or annualized 

income).

Medicaid churning within a calendar year declines the most (78 percent) with Option 3 

because it extends coverage through December for enrollees whose initial eligibility was 

verified sometime during the year. This explains why most adults who otherwise would 

have experienced churning during the year do not, and why Option 3 yields the greatest 

increase in the number of people covered throughout the year.

In the near term, Option 3 might create a greater workload for state employees in November 

and December by aligning eligibility redetermination for everyone already enrolled in 

Medicaid with the ACA’s fall open enrollment period. In time, however, the new state IT 

systems that permit automated enrollment and eligibility redetermination should make it 

possible for most Medicaid enrollees to have their eligibility redetermined in the same two-

month period as the ACA open enrollment. Moreover, by enabling enrollees to remain 
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Medicaid-eligible through the open enrollment period, Option 3 is consistent with the 

rationale for final rule §435.603(h)(2). It enables people to remain in a marketplace health 

plan rather than churn in and out of Medicaid if their current monthly income falls below the 

Medicaid eligibility limit.

Option 4, by guaranteeing coverage for twelve months after a person’s initial and 

subsequent eligibility redeterminations, eliminates churning by the person for a year. 

However, Option 4 is less effective than Option 3 (the end-of-calendar-year extension) in 

reducing churning within the calendar year. This is because a share of enrollees have their 

annual redeterminations of eligibility occur each month under Option 4, and some people 

are found to be ineligible at their redetermination. Many of these people will become 

eligible again and re-enroll with another twelve months of coverage, so Option 4 yields a 

larger increase in the average monthly Medicaid caseload than Option 3. Covering more 

people each month suggests that Option 4 is more costly than Option 3 in terms of Medicaid 

expenditures for medical care.

Implication for States: Trade-offs

The estimated outcomes of the four policy options help illuminate the trade-offs states face 

with respect to the issue of churning. From a state budget perspective, high rates of churning 

are undesirable because they increase Medicaid administrative costs and less predictable 

expenditures on avoidable utilization of medical care by people who churn. But churning 

also creates smaller monthly patient caseloads, which is attractive because budgeted 

Medicaid medical expenditures are lower. By reducing churning, a state gains control of the 

less predictable Medicaid expenses in exchange for higher predictable monthly caseload 

expenditures.

How a state views this cost trade-off depends on several factors that vary by state: financial 

well-being, willingness to extend Medicaid eligibility to low-income residents, and the 

extent of churning in its current Medicaid program.8 This cost trade-off calculus also might 

include net costs to individuals caused by interrupted medical protocols and lower quality of 

care due to churning.

If states were to adopt Options 3 or 4, the average monthly caseload would increase by 5.6 

to 6.8 million adults, respectively (14 to 17 percent). This range is close to an estimated base 

case increase in Medicaid enrollment that suggested an additional 7,400 physicians would be 

needed to care for the newly eligible adults.23 In the short run, the increased enrollment may 

strain existing providers, especially if some of the newly-eligible adults have previously 

undiagnosed health conditions. But Medicaid managed care plans will likely increase their 

use of nurses and nurse practitioners to alleviate physician shortages. Over time, with less 

churning and more consistent, coordinated care, enrollees’ needs for care and Medicaid 

medical expenditures should stabilize.

States that do not try to reduce churning are likely to experience increased churning going 

forward. As with already eligible adults, newly-eligible adults are likely to enroll only when 

they have a medical problem that involves hospital care. Unless such enrollees are receiving 

continued care, they will let their enrollment lapse and then re-enroll when they have 
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another health problem. Such churning will increase the costs of avoidable hospital care and 

the uncertainty in a state’s Medicaid budget.

Creativity in federal reimbursement of specific costs could encourage states to adopt options 

to reduce churning. For example, Medicaid administrative costs are generally equally shared 

by the state and federal governments but some administrative costs are matched at a higher 

federal rate than 50 percent. The federal administrative matching rate could be raised to 75 

percent (or more) for states that met a threshold reduction in churning along with an increase 

in enrollment of adults. Similarly, the federal matching rate could be raised substantially for 

states that adopt more efficient IT systems to facilitate appropriate program eligibility during 

open enrollment or maintain Consumer Assistance Programs that help people understand 

their eligibility for Medicaid. Other federal funds might be made available for state efforts to 

locate “hot spots” where there are relatively high numbers of Medicaid enrollees with very 

high medical expenses – and tie such funds to a state’s reduction in churning among newly 

enrolled people.

Conclusion

Our simulations demonstrate that if states want to reduce Medicaid churning, extending 

coverage to the end of the calendar year (Option 3) and providing coverage for twelve 

months (Option 4) are the most effective among the four policy options we examined. 

Because Option 3 provides fewer months of continuous coverage than Option 4, it has a 

smaller impact on the average monthly caseload of enrollees during a calendar year. Lower 

average monthly caseloads suggest smaller Medicaid expenditures for medical services. On 

the other hand, higher average monthly caseloads indicate more people are covered 

continuously by Medicaid. Continuity of coverage is good for the enrollees’ health and 

reduces less predictable Medicaid spending for avoidable care that often occurs because of 

churning.

The federal government also has an interest in reducing churning. Creative changes in the 

federal matching rates could incentivize state efforts to reduce churning and improve the 

health of millions of Americans.
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Appendix (for reviewers) – and to be available online

Monthly Medicaid eligibility in the simulations is based on monthly family income as a 

percent of the FPL, with the eligibility threshold set at the greater of 138% FPL or the state’s 

pre-ACA income limit for working adults, according to the presence of children.1 Family 

income is defined by summing all of the income reported for each family member in a given 

month, and then dividing by the appropriate poverty threshold according to family size and 

age of head. Although our simulation is limited to adults, the number of children in a family 

is considered when we calculate income as a percent of FPL. There are 15,073 adults in the 

sample. To assign people to families based on a nuclear family concept, “sub-family” 

identifiers in SIPP are used where applicable; otherwise family identifiers are used. In all 

simulations, anyone with income above the simulated Medicaid eligibility threshold who 

reported Medicaid coverage in SIPP is assigned Medicaid eligibility and coverage for that 

month. Thus, our analyses preserve all reported Medicaid coverage above the income levels 

where we simulate eligibility and participation.

After assigning monthly eligibility and spells of eligibility according to family income as a 

percent of FPL, we use a dynamic participation algorithm to assign Medicaid coverage. This 

algorithm assumes that the probability of not participating decreases exponentially over the 

first twelve months of continuous eligibility, according to the formula (1 – P)M/12, so that 

the monthly probability of participation increases to P (and remains there) after twelve 

months. We assume P equals 0.85 for our “high” participation rate and P equals 0.50 for our 

“low” participation rate. (These choices of high and low participation rates are based on 

estimates in the literature.2, 3, 4, 5, 6, 7) Once people are simulated as deciding to enroll, they 

continue to participate for as long as they remain eligible, except for administrative 

disruptions associated with the annual redetermination of eligibility.

To account for redetermination as a factor in Medicaid churning, we define an 

administrative disruption rate as the probability that a person who is still eligible for 

Medicaid will exit at the one-year anniversary of enrollment because of errors caused by 

administrative problems or enrollees who delay in providing documentation of continued 

eligibility. Anyone who exits Medicaid in this fashion in the simulation, and remains 

eligible, has a high probability (equal to 0.85) of re-enrolling in each subsequent month of 

eligibility. We report results from simulations with a 15 percent administrative disruption 

rate, but we also consider the effects of increasing the administrative disruption rate to 35 

percent (see Appendix Exhibits 1–3).

Our assumptions regarding low and high rates of administrative disruption are based on 

research related mostly to children’s disenrollment from Medicaid in the early to mid-2000s. 

Three different sources support the use of an administrative disruption rate on the order of 
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15% in our primary simulations. First, using national survey data, Sommers estimated that 

an average of 12.6% of children enrolled in Medicaid or CHIP “dropped out” within a year, 

“despite apparently remaining eligible and having no other insurance.” The highest drop-out 

rate for children by state was 26%.8 Second, of approximately 500,000 children enrolled in 

Medicaid in South Carolina in 2011, 12% (60,000) disenrolled and then returned within a 

month and 18% (90,000) disenrolled and returned with a year.9 Third, according to a report 

on Medicaid churning in Massachusetts, the program closed 1.5% of its caseload each 

month for administrative reasons, which corresponds to 18% of annual reviews if one-

twelfth of the caseload was reviewed each month. About 11,000 of the cases opened each 

month were active within the preceding 90 days, approximately one-third of average 

monthly closings (and 12% of the cases up for annual review).10 Since Sommers has 

reported that adults with continuing eligibility drop out of Medicaid at nearly twice the rate 

for children,11 as well as child drop-out rates in some states that are twice the national 

average, we chose 35% as a relatively high rate of administrative disruption for our 

sensitivity analyses.

In order to simulate spells of eligibility and coverage in progress at the start of 2006, we 

begin to simulate participation decisions in January 2005 and continue the simulation 

through December 2006. From an initial simulation that assumed everyone eligible for 

Medicaid in January 2005 was newly eligible, we simulated coverage for all of 2005 and 

determined the percentage of people who were eligible in January 2006 who were also 

enrolled in December 2005 (and would have automatically continued on Medicaid in 

January 2006). This percentage is used in assigning coverage spells in progress at the start of 

the dynamic simulation in January 2005. Additionally, we randomly assign anniversary 

months (which trigger the possibility of administrative disruption) to spells in progress in 

January 2005.

All simulations reflect the fall open enrollment season for the marketplaces, which has the 

effect of screening a high proportion of the lower-income population for Medicaid eligibility 

late in every calendar year. Thus, the fall open enrollment season introduces a seasonal spike 

in new enrollments that was not a factor in Medicaid dynamics prior to the ACA.

In projecting Medicaid enrollment under current ACA rules, we initially developed two 

baseline scenarios. The first baseline scenario simulates the hypothetical situation where 

spells of Medicaid eligibility and enrollment under the ACA are strictly determined by 

monthly income (as reported in SIPP). In effect, this scenario assumes “perfect 

enforcement” of monthly Medicaid eligibility; enrollees are only disenrolled if monthly 

income exceeds 138% FPL, but they are immediately disenrolled whenever their monthly 

income exceeds the limit. In the second baseline scenario, involving “imperfect 

enforcement,” changes in income or family size that affect monthly eligibility are detected 

with a lag, only when a state’s quarterly check of payroll data or annual redetermination of 

eligibility reveals that someone is no longer eligible. Only then is a person are disenrolled. 

In effect, imperfect enforcement unofficially extends the coverage of some people who lose 

monthly eligibility, adding to months of Medicaid enrollment in the second scenario. 

However, in the second scenario, other enrollees are mistakenly dis-enrolled when their 

annual redetermination occurs (“administrative disruption”), which works to reduce months 
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of Medicaid enrollment in the imperfect enforcement scenario. In the manuscript, all of the 

analyses are based on the baseline scenario with lags in the detection of eligibility losses. 

However, outcomes from both baseline scenarios are available for comparison here (see 

Appendix Exhibit 1).

Appendix Exhibit 1

Simulated Medicaid Eligibility and Coverage in 2006 (in Millions) for Two Baseline 

Scenarios and Four Policy Options, Assuming 85% Participation Rate and 15% 

Administrative Disruption

Scenario Covered any
time in 2006

Average 
monthly
caseload in 2006

Covered all
months in 2006

Transitioning
into Medicaid
in 2006

Transitioning
from Medicaid
in 2006*

Leaving and re-
entering in
2006*

Number % Number % Number % Number % Number % Number %

Baseline Scenarios

(1) Perfect enforcement

 Persons eligible 59.7 32.8 40 22

 Persons covered 53.1 29.2 36.1 19.8 24.6 13.6 21.1 11.6 20.1 11 5.4 3

(2) Imperfect enforcement, with 
quarterly wage check and 
annual redetermination of 
eligibility

 Persons covered 57.1 31.4 41.2 22.7 25.6 14.1 20.7 11.4 22 12.1 7.6 4.2

Policy Options

Annualized income

 Persons covered 58.4 32.1 42.9 23.6 27.3 15 20.1 11.1 22.1 12.2 8.1 4.4

 Change from baseline (2) 1.4 0.7 1.7 0.9 1.7 0.9 −0.6 −0.3 0.1 0.1 0.4 0.2

3-month Extension

 Persons covered 57.4 31.6 42.4 23.3 26.6 14.7 20.5 11.3 21.4 11.8 7.6 4.2

 Change from baseline (2) 0.3 0.2 1.2 0.6 1.1 0.6 −0.2 −0.1 −0.6 −0.3 0 0

End-of Year Extension

 Persons covered 57.1 31.4 46.8 25.7 38.5 21.2 15 8.2 5.4 3 1.8 1

 Change from baseline (2) 0 0 5.6 3 12.9 7.1 −5.8 −3.2 −16.6 −9.1 −5.9 −3.2

12-month Continuous Eligibility

 Persons covered 60.6 33.3 48.0 26.4 30.6 16.8 17.1 9.4 18.3 10.1 5.4 3

 Change from baseline (2) 3.5 1.9 6.8 3.7 5.0 2.7 −3.6 −2 −3.7 −2 −2.3 −1.2

Source: Authors’ simulation model using 2004–2007 SIPP Panel. Notes: Denominator for all percentages is the weighted 
estimate of the U.S. population of adults under age 65 (181.877 million). Counts of people transitioning into Medicaid, 
transitioning from Medicaid, and re-entering are not mutually exclusive.
*
Includes people covered in December 2005 who disenrolled in January 2006.

Appendix Exhibit 2

Simulated Medicaid Eligibility and Coverage in 2006 (in Millions) for Two Baseline 

Scenarios and Four Policy Options, Assuming 85% Participation Rate and 35% 

Administrative Disruption

Scenario Covered any
time in 2006

Average 
monthly
caseload in 2006

Covered all
months in 2006

Transitioning
into Medicaid
in 2006

Transitioning
from Medicaid
in 2006*

Leaving and re-
entering in
2006*

Number % Number % Number % Number % Number % Number %

Baseline Scenarios
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Scenario Covered any
time in 2006

Average 
monthly
caseload in 2006

Covered all
months in 2006

Transitioning
into Medicaid
in 2006

Transitioning
from Medicaid
in 2006*

Leaving and re-
entering in
2006*

Number % Number % Number % Number % Number % Number %

(1) Perfect enforcement

 Persons eligible 59.7 32.8 40 22

 Persons covered 53.1 29.2 36.1 19.8 24.6 13.6 21.1 11.6 20.1 11 5.4 3

(2) Imperfect enforcement, with 
quarterly wage check and 
annual redetermination of 
eligibility

 Persons covered 57.1 31.4 40.8 22.4 22.1 12.2 24 13.2 25.5 14 10.9 6

Policy Options

Annualized income

 Persons covered 58.4 32.1 42.4 23.3 22.9 12.6 24.3 13.4 26.5 14.5 12.2 6.7

 Change from baseline (2) 1.4 0.7 1.6 0.9 0.8 0.4 0.3 0.2 1 0.5 1.3 0.7

3-month Extension

 Persons covered 57.4 31.6 42.1 23.1 23.4 12.9 24 13.2 24.7 13.6 11 6.1

 Change from baseline (2) 0.3 0.2 1.3 0.7 1.3 0.7 −0.1 0 −0.8 −0.4 0.2 0.1

End-of Year Extension

 Persons covered 57.1 31.4 46.8 25.7 38.5 21.1 15 8.2 5.4 3 1.8 1

 Change from baseline (2) 0 0 6 3.3 16.4 8.9 −9 −5 −20.1 −11 −9.1 −5

12-month Continuous Eligibility

 Persons covered 60.4 33.2 47.3 26 25.5 14 21.4 11.8 22.3 12.3 8.9 4.9

 Change from baseline (2) 3.3 1.8 6.5 3.6 3.4 1.8 −2.7 −1.4 −3.2 −1.7 −2 −1.1

Source: Authors’ simulation model using 2004–2007 SIPP Panel. Notes: Denominator for all percentages is the weighted 
estimate of the U.S. population of adults under age 65 (181.877 million). Counts of people transitioning into Medicaid, 
transitioning from Medicaid, and re-entering are not mutually exclusive.
*
Includes people covered in December 2005 who disenrolled in January 2006.

Appendix Exhibit 3

Simulated Medicaid Eligibility and Coverage in 2006 (in millions) for Two Baseline 

Scenarios and Four Policy Options, Assuming 50% Participation Rate and 15% 

Administrative Disruption

Scenario Covered any
time in 2006

Average 
monthly
caseload in 2006

Covered all
months in 2006

Transitioning
into Medicaid
in 2006

Transitioning
from Medicaid
in 2006*

Leaving and re-
entering in
2006*

Number % Number % Number % Number % Number % Number %

Baseline Scenarios

(1) Perfect enforcement

 Persons eligible 59.7 32.8 40 22

 Persons covered 48.7 26.8 33.8 18.6 24.1 13.2 17.3 9.5 16.4 9 3.3 1.8

(2) Imperfect enforcement, with 
quarterly wage check and 
annual redetermination of 
eligibility

 Persons covered 52.6 28.9 38 20.9 24.4 13.4 17.5 9.6 19 10.4 5.5 3

Policy Options

Annualized income

 Persons covered 54.3 29.9 39.9 21.9 26 14.3 17.2 9.5 19.6 10.8 6.3 3.5

 Change from baseline (2) 1.7 1 1.9 1 1.6 0.9 −0.3 −0.1 0.6 0.4 0.8 0.5
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Scenario Covered any
time in 2006

Average 
monthly
caseload in 2006

Covered all
months in 2006

Transitioning
into Medicaid
in 2006

Transitioning
from Medicaid
in 2006*

Leaving and re-
entering in
2006*

Number % Number % Number % Number % Number % Number %

3-month Extension

 Persons covered 52.9 29.1 39 21.4 25.4 14 17.7 9.7 18.5 10.2 5.9 3.3

 Change from baseline (2) 0.3 0.2 1 0.5 1 0.6 0.2 0.1 −0.5 −0.2 0.4 0.3

End-of Year Extension

 Persons covered 52.6 28.9 43 23.7 36.4 20 12.9 7.1 4.4 2.4 1.1 0.6

 Change from baseline (2) 0 0 5 2.8 12 6.6 −4.6 −2.5 −14.6 −8 −4.5 −2.4

12-month Continuous Eligibility

 Persons covered 55.8 30.7 44.2 24.3 29.1 16 14.7 8.1 16.1 8.8 4.1 2.2

 Change from baseline (2) 3.2 1.8 6.2 3.4 4.7 2.6 −2.8 −1.5 −2.9 −1.6 −1.5 −0.8

Source: Authors’ simulation model using 2004–2007 SIPP Panel. Notes: Denominator for all percentages is the weighted 
estimate of the U.S. population of adults under age 65 (181.877 million). Counts of people transitioning into Medicaid, 
transitioning from Medicaid, and re-entering are not mutually exclusive.
*
Includes people covered in December 2005 who disenrolled in January 2006.
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Exhibit 2. 
Four Policy Options’ Estimated Effects on Percentage Change in Adults with Medicaid 

Churning, with Three Alternative Pairs of Simulation Assumptions

Source: Authors’ simulation model using 2004–2007 Panel of the Survey of Income and 

Program Participation.

Notes: High Participation and Low Participation are assumed Medicaid participation rates of 

85% and 50%, respectively. High Disruption and Low Disruption are assumed 

administrative disruption rates of 35% and 15%, respectively.
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Exhibit 3. 
Four Policy Options’ Estimated Effects on Percentage Change in Adults Covered All Year 

by Medicaid, with Three Alternative Pairs of Simulation Assumptions

Source: Authors’ simulations using 2004–2007 Panel of the Survey of Income and Program 

Participation.

Notes: High Participation and Low Participation are assumed Medicaid participation rates of 

85% and 50%, respectively. High Disruption and Low Disruption are assumed 

administrative disruption rates of 35% and 15%, respectively.
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Exhibit 4. 
Four Policy Options’ Estimated Effects on Percent Change in Average Monthly Medicaid 

Caseload, with Three Alternative Pairs of Simulation Assumptions

Source: Authors’ simulations using 2004–2007 Panel of the Survey of Income and Program 

Participation.

Notes: High Participation and Low Participation are assumed Medicaid participation rates of 

85% and 50%, respectively. High Disruption and Low Disruption are assumed 

administrative disruption rates of 35% and 15%, respectively.
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Exhibit 1

Simulated Medicaid Coverage in 2006 (in Millions) for Baseline Scenario and Four Policy Options, Assuming 

85% Participation Rate and 15% Administrative Disruption

Scenario Covered any time in 
2006

Average monthly 
caseload in 2006

Covered all months 
in 2006

Churning: Leaving and 
re-entering in 2006*

Number Number Number Number

Baseline Scenario

 Persons covered 57.1 41.2 25.6 7.6

Policy Options

(1) Annualized income

 Persons covered 58.4 42.9 27.3 8.1

 Change from baseline 1.4 1.7 1.7 0.4

(2) 3-month Extension

 Persons covered 57.4 42.4 26.6 7.6

 Change from baseline 0.3 1.2 1.1 0

(3)End-of Calendar Year Extension

 Persons covered 57.1 46.8 38.5 1.8

 Change from baseline 0 5.6 12.9 −5.9

(4) 12-month Continuous Eligibility

 Persons covered 60.6 48.0 30.6 5.4

 Change from baseline 3.5 6.8 5.0 −2.3

Source: Authors’ simulation model using 2004–2007 Panel of the Survey of Income and Program Participation.

Notes: The weighted estimate of the U.S. population of adults under age 65 is 181.877 million.

*
Includes people covered in December 2005 who disenrolled in January 2006 and re-entered later in the year.
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