1duosnuey Joyiny 1duosnuen Joyiny 1duosnuey Joyiny

1duosnuey Joyiny

Author manuscript
Acad Pediatr. Author manuscript; available in PMC 2022 June 07.

-, HHS Public Access
«

Published in final edited form as:
Acad Pediatr. 2021 ; 21(8 Suppl): S146-S153. doi:10.1016/j.acap.2021.01.009.

Medicaid and Child Health Insurance Program Improve Child
Health and Reduce Poverty But Face Threats

Janet Currie, PhD, Anna Chorniy, PhD

Center for Health and Wellbeing, Princeton University (J Currie), Princeton, NJ; and Department
of Medical Social Sciences, Buehler Center for Health Policy & Economics, Feinberg School of
Medicine, Northwestern University (A Chorniy), Chicago, Il

Abstract

Over the past 20 years, the United States greatly expanded eligibility for public health insurance
under the Medicaid and Child Health Insurance Program programs. This expansion improved
children’s access to health care and their health, ultimately lowering preventable hospitalizations,
chronic conditions, and mortality rates in the most vulnerable children at a cost that is 4 times
lower than the average per capita cost for the elderly. They also had broader antipoverty effects,
increasing economic security, children’s educational attainments, and their eventual employment
and earnings opportunities. However, in recent years, this progress has been rolled back in many
states. Remarkably, although income eligibility cutoffs have remained largely constant, states have
reduced child coverage through a number of administrative measures ranging from increased
paperwork, to reduced outreach, new parental work requirements, changes to public charge rules
for immigrants, and waivers of federal requirements to provide retroactive coverage to new
applicants. The number of uninsured children was rising for the first time in decades even prior to
the pandemic. With rising numbers who have lost their jobs in the pandemic-induced recession, it
is more important than ever to defend and restore and improve access to public health insurance
for our children.
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Medicaid was adopted in 1965, at a time when only 40% to 50% of poor children had any
doctor visits in a year.> Over time, eligibility for Medicaid has been greatly expanded such
that by the 2000s, half of all US births were covered.? The fraction of children eligible for
public health insurance rose from 15% to 20% to between 40% and 50%, depending on

the age group, in part due to the adoption of the Child Health Insurance Program (CHIP).3
Figure 1 shows the median income eligibility cutoff for Medicaid or CHIP by child age and
the cutoff for pregnant women from 2000 to 2020, while Figure 2 shows changes in the
number of children enrolled in Medicaid and CHIP as well as the percentage of children
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who are uninsured over time. Income eligibility cutoffs initially rose but have been flat in
recent years, whereas enrollments in Medicaid rose until 2016 and had been falling prior
to the coronavirus 2019 (COVID-19) crisis. The fraction of children who were uninsured
mirrored these trends, falling steadily until around 2016 when it began to rise. We return to
these trends below.

Medicaid and CHIP are administered by states. Although the cost is shared with the federal
government, the state share absorbs over 15% of its total budget on average.* This makes
Medicaid vulnerable to cutbacks in the event of budget shortfalls such as state governments
are currently experiencing due to the COVID-19 pandemic. Pregnant women and children
make up the bulk of the Medicaid caseload. Hence, although the elderly and disabled have
per capita costs over four times the average per capita cost for a child, children are often a
more visible target for cutbacks given their sheer numbers.

Income eligibility cutoffs and administrative rules for Medicaid and CHIP vary widely from
state to state. Administrative procedures can make it difficult for eligible people to enroll
and stay enrolled. After rising for decades, child enrollments in public health insurance
declined between 2016 and 2018 in several states, and the number of children without health
insurance coverage increased. These declines can be attributed largely to changes in the
program’s enrollment and re-enrollment rules. As many parents lose jobs due to the ongoing
pandemic-induced recession and children lose access to private health insurance coverage,
they are doing so at a time when it was already becoming increasingly difficult to enroll in
public insurance in many states.

States also differ in terms of how they reimburse providers, and in terms of how many of
these providers, pediatricians and other specialists, see Medicaid patients. Limited access
to specialists has been an ongoing issue, which may disproportionally impact children with
special health care needs (CSHCN).> Given the copayments, lifetime maximums, and limits
on covered procedures that are a feature of private health insurance, public health insurance
is often the best option for these children despite difficulties initially accessing care.

This article makes three broad points. First, expansions of public health insurance since
1990 have had tremendously positive effects on child health, both in the short and long

run. Second, although Medicaid is not accounted for in official poverty measures, the
program has reduced poverty, especially for CSHCN. Since poverty itself has long lasting
harmful effects on child health, poverty reduction enhances it.6 Third, recent changes to
the Medicaid program are undermining these gains, and proposed changes are likely, if
adopted, to exacerbate this trend. We end with some discussion of the current situation and
some concluding recommendations about sustaining and improving public health insurance
programs for pregnant women and children.

Benefits of Expanding Medicaid to Low-Income Pregnant women and

Children

Expansions of public health insurance to pregnant women and children over the 1990s and
2000s had immediate positive effects. They led to declines in infant” and child® mortality
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and in preventable hospitalizations.? As many as 6 million children began receiving
preventive care as a result of the Medicaid expansions.10

Several recent studies document long-term effects of the expansions by comparing cohorts
who became eligible for Medicaid in utero or in early childhood to slightly older cohorts
who were ineligible. Cohorts who benefited from the Medicaid/CHIP expansions have
higher educational attainment,1! 12 earnings,13 self-reported health,3 and lower mortality14
and hospitalization rates!® than slightly older cohorts who did not benefit from the
expansions. Recent research finds that new mothers who were covered by Medicaid as
infants because of the expansions are giving birth to healthier children today.16

Using data from the introduction of Medicaid in the 1960s, we can trace out even longer-
term effects. Studies that take advantage of large state-to-state variability in when Medicaid
was introduced and who was eligible find that infant and child mortality fell more rapidly

in states with bigger Medicaid expansions. At 20%, mortality declines were especially large
among non-white children.! Medicaid eligibility in early childhood also reduced disability
and increased the probability that people were still working up to 50 years later.17:18 Careful
estimates imply that for each dollar spent on children, the government saved 4 dollars in
terms of future costs. If one includes not only cost savings to government, but benefits to
the children themselves, then each dollar spent generates at least $12.66.1° These estimates
are based on data in the appendix of Hendren and Sprung-Keyser.19 Benefits to government
include cost savings from hospitalizations and emergency visits and higher future taxes paid
by children. Benefits to children include the value of lives saved and the value of children’s
higher future after-tax income.

Public Health Insurance Reduces Poverty

Medicaid is the largest transfer program for nonelderly, low-income Americans. Table 1
shows that Medicaid pays about $2115 per child, which is comparable to the average of
$2151 in total health care spending for children who are not on Medicaid. Even prior to

the Affordable Care Act, about $180 billion annually was spent on low-income children and
adults in poor families annually,20 which is much more than is spent on either Supplemental
Nutrition Assistance Program, formerly known as Food Stamps, or the Earned Income Tax
Credit, which each cost approximately $70 billion annually.21:22

It is ironic then that Medicaid benefits are excluded from the official poverty measure, which
includes only cash income. The Census bureau produces a supplemental poverty measure
which includes many other in-kind benefits like Supplemental Nutrition Assistance Program,
but does not include Medicaid. Hence, Medicaid cannot reduce measured poverty rates
because it is not included in these calculations.

Valuing health insurance coverage is challenging. Out of pocket costs incurred by families
are a poor proxy for the value of health care. Families may defer or forgo care when they
cannot afford it. Furthermore, unlike food or housing, acute health care needs are episodic.
However infrequent the need for health coverage, having health insurance contributes to
peace of mind and prevents family financial crises.
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One possible solution to including public health insurance in supplemental poverty estimates
is to estimate the value of the insurance rather than the value of health care per se. Since

the introduction of the Affordable Care Act in 2014, it is possible to use health insurance
exchanges to calculate a market-based value of health insurance for every family. Using this
approach, a supplemental poverty threshold can be defined by adding the value of health
insurance to a family’s total needs along with food and shelter. Policymakers can then
consider how many families would fall below this threshold without Medicaid or CHIP. This
exercise suggests that Medicaid and CHIP reduced poverty from 23.7% of US children to
18.4% of US children in 2014, a decline of 22%.23

The large medical costs facing parents of CSHCN provide another perspective on the
antipoverty effects of Medicaid and CHIP. Table 1 shows that for CSHCN, Medicaid and
CHIP pay an average of $5314 per child, which can be compared to average income

of $39,107 in their families. This payment is more than the $4518 per child paid for
non-Medicaid CSHCN children most of whom have private health insurance. Among the
sickest CSHCN (labeled “severe™), public insurance pays $14,181 per year, which can be
compared to average family incomes of $44,118 among these children. The largest single
category of expenditure ($3136) for these children is home health services which are much
more generous than what is available for non-Medicaid children ($363). These supports may
be essential for allowing parents to work outside the home and to care for other children.

Recent Worrying Trends in Medicaid and CHIP Enrollments

Even prior to the pandemic and pandemic-induced recession, there were ominous signs that
decades of progress increasing children’s health insurance coverage was being reversed. The
number of children without health insurance rose from 4.7% in 2016 to 5.7% by 2019,
while among Hispanic children, this number rose to 9.2%.24 These losses were entirely
accounted for by declines in public insurance, since private health insurance coverage
remained constant. Twenty-nine states showed deteriorations in children’s health insurance
coverage between 2016 and 2019.2°

Remarkably, these swings occurred despite the stability in income eligibility cutoffs shown
in Figure 1. Instead, they likely reflect changes in the way that public health insurance
programs are being administered. New requirements result in eligible children being

denied coverage due to administrative hurdles that appear to be designed to reduce the
Medicaid rolls. Some of these changes have been implemented in response to stricter federal
government audits. For example, Idaho had automatically been re-enrolling low-income
people using state administrative data to verify their eligibility. The Trump administration
ruled that applicants must now provide documentation of their (lack of) income.2® Texas
now checks the income of children in the fifth, sixth, seventh, and eighth month of
enrollment. Unless information is provided and entered into the system, the children’s cases
are automatically closed.2” In Tennessee, 220,000 children were dropped from the Medicaid
rolls due to incomplete or missing paperwork in 2019 alone in a system that relied on
mailing paper forms.28
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Other changes may be introduced in the form of “waivers” of federal rules governing
administrative requirements and eligibility rules. One potentially important example has
been the push to introduce work requirements for Medicaid enrollees. Although they
target adults rather than children, children tend to lose coverage when parents do.29 While
blocked by courts in most cases, where these waivers have been imposed they have led to
dramatic reductions in Medicaid rolls: In Arkansas, 17,000 out of 65,000 people targeted
lost coverage. Many of them remained eligible, but were unable to meet onerous reporting
requirements which involved accessing computers and contacting the welfare office during
work hours.30

Another common type of waiver limits retroactive Medicaid coverage. Normally providers
can be reimbursed for services provided up to 90 days before a patient’s enroliment
paperwork is approved by Medicaid. This flexibility allows providers to serve eligible but
unenrolled patients and to be reimbursed as long as the patient’s application is ultimately
approved. These waivers have been approved for 27 states. Some waivers of retroactive
coverage requirements apply only to adults (though these may impact children indirectly),
but many also include children. For example, all Delaware Medicaid enrollees in managed
care are now covered only as of the date of their application, and similar limits are in place
for TennCare in Tennesee.3!

Anti-immigrant rhetoric and administrative changes may also have been responsible for
declines in enrollment among Hispanic children, including citizen children. In 2019, the
Trump administration announced that any immigrant using Medicaid for more than 12
months could be deemed a “public charge” which could lead to denial of applications for
green cards. While this has been subject to much litigation, there is no doubt that the
prospect of being deemed a public charge has had a chilling effect on participation in
Medicaid. The Kaiser Family Foundation reports that in a recent survey of health centers,
28% reported that immigrant parents have been disenrolling their children from Medicaid.32
The Urban Institute reports that in 2018 1 in 5 Hispanic immigrant families reported that
they avoided using public benefits and 42% of these respondents said that someone in their
household was avoiding using Medicaid or CHIP.33 These fears may be one reason for the
shockingly high rate of uninsured children in Texas in 2019: 17.5%.2°

Funds for enrollment and outreach have also been slashed.34 While it is difficult to say
which policies were most responsible for declines in child health insurance between 2017
and the end of 2019, the net effect was clearly to discourage enrollment.

Table 2 provides information for each state about changes in the percentage of children with
Medicaid or CHIP between June 2014 to December 2016, January 2017 to December 2019,
and January 2020 to August 2020. One can see that in many states, there were large gains

in the first period, followed by large declines from 2017 to 2019. The first eight months

of 2020 saw some increases in Medicaid and CHIP enrollments in most states as families
became newly eligible due to income losses from the pandemic.

Figure 3 illustrates these patterns for four states. One can see the very sharp increases in
the period following the implementation of the Affordable Care Act in 2014. This increase
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occurred even in states like Texas that chose not to expand Medicaid to low-income adults.
This period of expansion was followed by sharp declines as the administrative measures
described above came into effect. However, in the past 6 months, enrollment has climbed
once again, especially in the last few months (as of this writing, data were available through
August 2020).

Medicaid and COVID-19

Due to the pandemic, unemployment spiked from a historically low level of less than 4%

in February 2020 to almost 15% in April, though by December 2020, it was down to
6.7%.35 The majority of US children are covered as dependents on their parent’s employer-
sponsored health insurance plans. Hence, if large numbers of parents lose their jobs, many
children would be left without private health insurance. However, the current recession

is disproportionately affecting low-income workers, many of whom were not covered by
private insurance. Some of these workers were covered by a family member’s policy, while
others were already enrolled in Medicaid or had children enrolled in Medicaid or CHIP. And
some employers used funds from the Paycheck Protection Program to continue to pay the
health insurance premiums of furloughed workers.

The Urban Institute has used data on hundreds of thousands of individuals to simulate

the effects of the increases in unemployment using the Congressional Budget Office’s
projected changes in unemployment rates through the end of 2020. They estimate that 7.3
million people will lose employer sponsored health insurance coverage, that 4.3 million

will become eligible for Medicaid or CHIP, and that 2.9 million will become uninsured
including 300,000 children.36+25 These numbers translate into a projected 6.1% increase in
total projected Medicaid enrollments through the end of 2020. Using the monthly enroliment
figures underlying Table 2, we calculate that child Medicaid and CHIP enrollments grew
5.1% between February and August 2020, and they likely continued to grow through the rest
of the year.*

One reason that Medicaid has been able to fulfill its function as a safety net so far is that

the federal Coronavirus Aid, Relief, and Economic Security Act (CARES Act) specified
that states could not disenroll any Medicaid beneficiary until after the coronavirus national
emergency declaration has been lifted. The prohibition on disenrollment even applies to
pregnant women on Medicaid who are past 60 days postpartum, effectively increasing their
eligibility period. Unfortunately, the prohibition does not apply to CHIP enrollees.3” The act
also increased the federal share of state Medicaid costs for the duration of the public health
emergency.

*Although this most recent report does not break down insurance changes by age, combining these numbers with those from an
earlier report suggests that about 200,000 children may be come uninsured as a result of pandemic related employment losses. See the
earlier report at: Robert Wood Johnson Foundation, Twenty-five million workers or more could lose employer-based health insurance
due to COVID-19-related unemployment, https://www.rwjf.org/en/library/research/2020/05/how-the-covid-19-recession-could-affect-
health-insurance-coverage.html; Accessed 6 October 2020.
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Recommendations

Expansions of Medicaid and CHIP have had a tremendously positive impact on children
and their families. Some attempt should be made to incorporate health insurance coverage
into supplemental poverty measures so that the value of these expenditures can be better
understood.

Given the demonstrated success of Medicaid and CHIP, we need to reverse administrative
changes that have limited access and reduced caseloads of otherwise eligible children since
2016. These changes combined with the chilling effect of anti-immigrant rhetoric all make it
less likely that children will have health insurance coverage. Other proposed changes, such
as work requirements, limiting federal payments to states by changing Medicaid to a “block
grant,” or imposing per capita payment limits would have the same effect, and should be
opposed. Mandatory 12-month continuous eligibility periods would be one way to mitigate
against insurance coverage losses due to red tape.

Remarkably, the CARES Act has in fact suspended many of the actions that are leading

to Medicaid disenrollments and denials of coverage. This response to the pandemic seems
tantamount to an acknowledgment that current federal and state administrative policies are
reducing insurance coverage by disenrolling eligible children. The prohibition should be
extended to cover women and children with CHIP coverage as well as Medicaid. CHIP
should also be made permanent in order to eliminate periodic re-authorization battles and
uncertainty about the future of the program. Eliminating lockouts (the 90-day period when
a disenrolled child is prohibited from re-enrollment) and waiting periods, and reducing
premiums would all have a more immediate effect on CHIP enrollments.

Longer-standing access issues should be addressed by making Medicaid reimbursements
more comparable to those of private payers. We understand the impulse to broaden the
Medicaid program in order to address socioeconomic determinants of child health, but
fear that could result in existing funding being spread even more thinly. Hence, while
there should be enhanced coordination across programs, such as using participation in one
anti-poverty program as proof of eligibility for others, income support, housing, nutrition
assistance and so on should continue to be addressed through purpose-built programs that
have institutional capacity rather than through Medicaid or CHIP.

Finally, given the unprecedented demands that the COVID-19 pandemic is placing on
Medicaid and on state budgets, it is essential that states receive additional emergency
funding earmarked for supporting their Medicaid and CHIP programs, and that children
receive a fair share of any such additional funding. The CARES Acts higher federal match
rate for the duration of the public health emergency is a start, but even after the immediate
health crisis is past, states will likely continue to need such aid and the government could
consider making a counter-cyclical increase in match rates a permanent feature of the
Medicaid program.
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What’s New

This article discusses historical expansions of child Medicaid coverage and their effects
on health and poverty. It reviews recent losses in child health coverage and their reasons
including pandemic job losses and administrative changes to the program.
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Figure 1.
CHIP and Medicaid median income eligibility thresholds by eligibility category

as a percentage of the Federal Poverty Line, 2000 to 2020. Notes: Data are

from the Kaiser Family Foundation’s State Health Facts and are derived from a

national survey conducted by the Kaiser Program on Medicaid and the Uninsured

with the Center on Budget and Policy Priorities, 2000 to 2009; and with the

Georgetown University Center for Children and Families, 2011 to 2020. Available

at: https://www.kff.org/medicaid/report/annual-updates-on-eligibility-rules-enrollment-and-
renewal-procedures-and-cost-sharing-practices-in-medicaid-and-chip/. CHIP indicates Child
Health Insurance Program.
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Figure 2.

Child Medicaid and CHIP enrollments and percent of children who are uninsured.

Notes: Child Medicaid enroliments come from MACStats Medicaid and CHIP data book,
December 2019, Exhibit 7, https://www.macpac.gov/publication/medicaid-beneficiaries-
persons-served-by-eligibility-group/. Children who qualified by reason of disability are

not included in these totals. Data are missing for 2014 and 2015 because of a change

in data systems. CHIP enrollment data come from the Kaiser Family Foundations

State Health Facts, “Total Number of Children Ever Enrolled in CHIP Annually,”
https://www.kff.org/other/state-indicator/annual-chip-enrollment. The percent uninsured are
based on the author’s calculations. For 2008 to 2019, data are from the US Census’
American Community Surveys https://www.census.gov/data/tables/time-series/demo/health-
insurance/acs-hi.html and refers to children less than 19. For 2000 to 2007, the data are
from the US Census Bureau, Current Population Survey, Annual Social and Economic
Supplements. 2000 to 2007. https://www.census.gov/data/tables/time-series/demo/health-
insurance/historical-series/hia.html, and refers to children less than 18. CHIP indicates Child
Health Insurance Program.

Acad Pediatr. Author manuscript; available in PMC 2022 June 07.



https://www.macpac.gov/publication/medicaid-beneficiaries-persons-served-by-eligibility-group/
https://www.macpac.gov/publication/medicaid-beneficiaries-persons-served-by-eligibility-group/
https://www.kff.org/other/state-indicator/annual-chip-enrollment
https://www.census.gov/data/tables/time-series/demo/health-insurance/acs-hi.html
https://www.census.gov/data/tables/time-series/demo/health-insurance/acs-hi.html
https://www.census.gov/data/tables/time-series/demo/health-insurance/historical-series/hia.html
https://www.census.gov/data/tables/time-series/demo/health-insurance/historical-series/hia.html

1duosnuepy Joyiny 1duosnuely Joyiny 1duosnuepy Joyiny

1duosnuely Joyiny

Currie and Chorniy

Page 14
TEXAS TX: COVID FLORIDA FL: COVID
3,600 3,600 207 2,700 2,700 216
3,550 3550 - 2,600 2,600 214
3,500 3,500 212
2300 2,500
05| 20 TwesessssssgEesssstTTRSSTT |0 teeemsghmmmmT
3,450 3,450 21
= g 2400 2,400
£ 3400 3400 pATT I -] 2.08
= £ 2300 2,300
S 3350 3,350 P 2.06
£ 208 | E
= = 22 )
£ 3300 3.300 $ 200 2,200 e
5 (o
202
3,250 3250 - 2,100 2,100 2.02
3,200 3,200 .0 2000 2,000 2
Dee-13 Dec-15 Dec-17 Dec-19 Jan-20 Aug-20 Dec-13 Dec-15 Dec-17 Dec-19 Jan-20 Aug-20
OHIO OH: COVID MISSOURI MO: COVID
1300 1300 22 660 660 325
1280 1,280 ’ 640 gy LR sies 3
1,260 1,260 s 60 620 275
24 240 ’
. 2 600 600 2.5
1220 1220 161 g
& 580 S50 225
1,200 1,200 14| =
— 560 560 2
1,180 1,180 12| E
= 540 5 75
= 1,160 1,160 = » e
g 1 .
B 1,140 e Medicaid and CHIP Clald Emollmen 1,140 g S0 520 15
1120 uit, Infants 1.1%0 0.8 500 S00 125
¢ limit, max
1,100 1,100 0.6 480 480 1
Dec-13 Dec-15 Dee-17 Dec-19 Jan-20 Aug-20 Dec-13 Dec-15 Dec-17 Dec-19 Jan-20 Aug-20
Figure 3.

Trends in child Medicaid and CHIP enrollments in 4 states. Notes: Based on the same data
as Table 2. The x-axis is expanded for January to June 2020 to show trends in the first
months of the pandemic in greater detail. Dashed lines show income eligibility cutoffs as
percent of the Federal Poverty Level. CHIP indicates Child Health Insurance Program.
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