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9. Integrating Public Benefit applications improves enroliment

Another important part of Wisconsin’s success has been the integration of different public
benefit programs. Since recipients of benefits like FoodShare and childcare subsidies are
typically eligible for BadgerCare+, integrating the application process improves enrollment
and increases efficiency.

One sign of the success of Wisconsin’s integrated systems is the very low portion of
children in families who are enrolled in FoodShare who are still uninsured. According to the
Urban Institute/Robert Wood Johnson Chartbook,?” only 2.7 percent of Wisconsin children
in families who received FoodShare were uninsured in 2008, compared to 8.9 percent of
those children in families under 200 percent of FPL. It isn’t necessarily surprising that states
would insure a high percentage of children in families on FoodShare, but Wisconsin is doing
particularly well in that regard. At the national level, FoodShare recipients accounted for
12.4 percent of uninsured children in families in 2008; yet kids in families on FoodShare
comprised just 7.5 percent of Wisconsin’s
uninsured children, which was the fourth lowest
percentage among all states.?®

One step toward program integration is
“Express Lane” enrollment, which is the use of
relevant information from other means-tested
programs to determine the eligibility of children
for MA and CHIP-subsidized coverage. The CHIP
Reauthorization Act allows and incentivizes states
to employ the Express Lane process to expedite
enrollment of children, and that option seems
to hold great promise for improving coverage of
children in many states. However, because Express Lane enrollment can only be used for
children, it is a less attractive option for states like Wisconsin with integrated Medicaid and
CHIP programs that are focused on family enroliment.
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Our hope is that Wisconsin and other states will apply for federal waivers to use the
Express Lane option for both children and parents. Yet the more efficient way to improve
enrollment may be to integrate the application process for various programs, especially if a
state can align program eligibility standards and avoid having to collect additional information
from families for each program added into the integrated eligibility system. The advantage of
this approach is that it precludes the follow-up step of confirming eligibility after the use of the
Express Lane option.
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10. Health-care taxes are sometimes embraced by providers

The initiation of an “assessment” or tax on hospital gross revenue was the key to the
expansion of coverage to over 50,000 childless adults in Wisconsin and increasing Medicaid
reimbursement rates for hospitals. Although the Wisconsin Hospital Association (WHA)
opposed the hospital tax when Governor Doyle first proposed it, they eventually endorsed
the proposal and fought for its inclusion in the budget adjustment bill approved by the
legislature early in 2009. They even ran ads in favor of it during the 2008 campaign season.

One reason why WHA and nearly all of its members supported the hospital tax was
that part of the revenue was going to fund the state share of childless adult coverage,
and another smaller factor was that some of the revenue would be used to help the state
rebalance the budget without slashing programs like Medicaid.?® However, the primary
reason for the hospitals’ active support for the tax was that much of the new state revenue
would be used to increase Medicaid reimbursement rates for hospitals, thereby enabling the
state to leverage additional federal matching funds. For the vast majority of hospitals, the
increase in the state and federal funding for their Medicaid reimbursement more than offsets
the cost of the tax, even without taking into account the benefits they enjoy from childless
adult coverage which reduces uncompensated care.

11. Public programs hold down the cost of charity care

One of the important benefits of Medicaid and CHIP coverage of low-income families
is that it significantly reduces the amount of uncompensated care, which is a provider
cost that is often shifted onto other health-care consumers (individuals, businesses and
governments). That beneficial consequence of improved coverage has been evident
in Wisconsin and the phenomenon was discussed in an August 9, 2010, article in the
Milwaukee Journal Sentinel regarding the effect of BC+ in holding down the amount of
charity care during the recession.

Reporter Guy Boulton interviewed officials at a number of hospitals in southeastern
Wisconsin who said that despite a sharp drop in employment and employer-sponsored
insurance during the recession, the Milwaukee area did not experience the surge in charity
care that some had expected. Quoting from the article:

The amount of free and discounted care provided by the health systems has been stable
when calculated as a percentage of patient revenue, even as the economy struggles
through the worst downturn since the Great Depression. The amount of bad debt also has
not risen noticeably. “It increased slightly, but not to the extent that some people would
have presumed,” said Jeff Van De Kreeke, senior vice-president for finance at Froedtert &
Community Health.*

The article cites several hospitals in the Milwaukee area that have taken steps to make
it easier for people to apply for financial assistance, but which “have not seen much of an
increase in the cost of providing care to people who qualify for help.” The reason appears
to be that BadgerCare+ has been absorbing the growing number of people who have lost
employer-sponsored coverage during the recession. (See Appendix, Part B.)

One hospital that did initially experience a fairly large increase in its 2008-09 fiscal year
is Wheaton Franciscan which spent $6.8 million more to provide financial assistance
to patients, an increase of 30%. However, Wheaton reported a decrease in requests
for financial assistance in the fiscal year beginning in July 2009 which can probably be
attributed to the initiation of BC+ Core coverage for childless adults in 2009.
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12. Coverage expansions can enjoy bipartisan support

The key expansions of eligibility in Wisconsin from 1997 through 2008 had strong
bipartisan support. Governor Tommy Thompson, a Republican, was an architect and
strong advocate of BadgerCare. Passage of that legislation in 1997 had the support of

the Republican majority in the Wisconsin
Assembly, as well as the Democratic majority
in the Wisconsin Senate.

Governor Jim Doyle, a Democrat, was
the chief proponent of BadgerCare+. It was
passed as part of the 2007-09 budget bill,
with the support of many of the Assembly
Republicans, who controlled that house of the
legislature. That budget bill also authorized the
development of the BadgerCare+ Core Plan
for childless adults.?’

With the exception of the Core Plan, BC+
did not require a federal waiver; however,
federal approval was required for a number
of groundbreaking state-plan amendments,
which were negotiated with and approved by
the Bush Administration in 2007. The Bush

66 Health insurance is important for

our overall well-being and should be
provided to everyone in our society.
We are doing a disservice to people
the way the current system is set
up. As a country and as a state we
really need to think about how we
are providing and paying for health
insurance for the population at
large. | think BadgerCare+ is a good
program for Wisconsin families
because there are kids that need
coverage and BadgerCare+ serves

that need. 99

--Parent in an urban district with

coverage through her employer

Administration also subsequently approved
the childless adult waiver for Wisconsin.

-

13. Family-based coverage: an effective strategy for covering children

One of the innovations that Wisconsin is known for is its family-focused approach to health
insurance for low-income families. Covering parents up to the same level as children (185
percent of poverty) was an idea championed by Governor Thompson in Wisconsin well
before the notion caught on elsewhere. Child advocates such as Wisconsin Council on
Children & Families were not totally sold on the idea--mostly because of fears that the family
coverage would make the state’s BadgerCare law inconsistent with the 1997 CHIP law, but
partially because the effectiveness of the family-based approach was unproven.

In subsequent years, advocates in Wisconsin and elsewhere have been persuaded that
providing coverage for parents makes sense for a number of reasons, not the least of which
is that it enhances enrollment and retention of children.?? For example, a study by Benjamin
Sommers of Harvard, using data from 1999 to 2004, found that children enrolled in Medicaid
or CHIP were 38 percent to 76 percent more likely to retain coverage when their parents
also were covered. Sommers concluded that, “Attempts to expand health insurance to the
8.5 million uninsured children in the U.S. would be much more effective if they covered
parents and children in the same program.”3

The federal Affordable Care Act may cause Wisconsin policymakers to revisit the question
of whether Wisconsin continues to emphasize a family-focused approach to coverage. The
state has a couple of options for how to cover parents and childless adults between 133 and
200 percent of FPL. If lawmakers decide to drop BC+ coverage for those parents and move
them into the new insurance exchanges, one of the adverse consequences for those families
would be splitting many children and parents into different coverage plans with different
insurers.
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14. Improving access to health-care
services

It is well documented that improving access to
insurance improves access to health-care services and
has a positive effect on health.** Uninsured children are
up to eight times more likely to lack a usual source of
care, six times more likely to have postponed seeking
care due to cost, four times more likely to have gone at
least two years since their last medical doctor contact,
twice as likely to have gone at least two years since
their last dental visit, and up to five times more likely to
have unmet health needs including eyeglasses, asthma
treatment, or prescription drugs.

However, Wisconsin’s experience with BadgerCare and
BC+ reinforces the lesson that people in public insurance
programs cannot always get the full range of health-care
services they need.

That has been a problem in Wisconsin for mental-
health services and particularly for access to oral health
care. During state fiscal year 2009, only 24.6 percent of
Medicaid and BadgerCare+ members received at least
one dental service. That was a slight improvement over
the 23.4 percent rate in the previous year, most likely
because a number of community health centers have
added dental clinics.* The Affordable Care Act isn’t likely

to increase the portion of Wisconsin dentists who will take

additional Medicaid and BadgerCare+ patients. However,
it provides a very large increase in funding for community
health centers, and some of that funding could help
improve access to dental care for low-income Wisconsin
residents.

4

A Milwaukee mother who,
along with her two children
is covered by BadgerCare+,

was prompted to apply
when she lost her job
and needed insurance
for her children. She is
currently unemployed
and frequently has to
ask for help financially
from family members and
friends. She has a hard time
finding medical providers
in the area to meet her
family’s needs. Her son
needs dental work done,
but they are still waiting
because of the difficulty
finding a dentist who
accepts BadgerCare+ and
is available. Her children
have also been diagnosed
with depression and
ADHD with a referral from
their pediatrician to see
a psychiatrist. She does
not feel that BadgerCare+
helps her family access
the specialty care they
need and would like
easier and more access
to specialists. While this
mother feels BadgerCare+
is better coverage than the
alternative--no coverage
--she feels that people in
the program need more
freedom to choose between
medical providers.
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15. Taking action to reduce underinsurance

As advocates and policymakers strive to improve access to insurance, we often overlook
an important facet of the problem--the fact that many people who have health-care coverage
are underinsured. That challenge was highlighted in an article published in the August 26,
2010, issue of the New England Journal of Medicine.

The researchers found that even before the recession began, nearly 23 percent of
the parents of insured children reported in 2007 that their coverage was so inadequate
their children couldn’t get the medical care they needed such as access to referrals, care
coordination and specialty care. They estimated that there were 14.1 million children with
continuous coverage who were underinsured compared to 11 million who were uninsured at
that time. The authors suggested that, as health-care reform evolves, policymakers should
consider the adequacy of coverage for children with current insurance, rather than just
focusing on the number of uninsured children.

A woman in rural northeast Wisconsin is concerned about her
benefits being reduced or losing their family’s current employer-
sponsored coverage. When her husband changed jobs, their family
did not have insurance coverage for awhile. When they did try to

get covered during this transition, they were denied. With a son who
has autism, insurance coverage is a necessity. She says they have
been lucky so far to be able to afford the employer coverage, but is
concerned that every time the contract is renewed at her husband’s
work they face increased health-insurance premiums and reduced
benefits. Her main concern is coverage for her children and what will
happen in the future. So far they have been able to get by with only
minor illnesses and scrapes, but she worries about major medical
catastrophes and their ability to pay. There is also the lingering
concern of her or her husband losing their job. They are okay right
now, but she wonders what is out there if something happens and
her family is left without medical coverage.
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16. Working with providers to reform reimbursement policies and
reduce costs

Despite the enhanced federal funding for Medicaid and the funding generated by the new
hospital assessment, the recession still caused Wisconsin’s health-care budget to be out
of balance as legislators neared the end of budget process in June 2009. The bill that the
legislature and the Governor ultimately approved took a rather novel approach to balancing
the budget for Medicaid and BadgerCare+. The final budget bill directed DHS to find about
$208 million of state General Fund cuts, or about $625 million in combined state funding
and federal match. The legislature ceded authority to the executive branch to decide how to
generate those savings.

As legislators were still working on the bill, DHS initiated what they called the Medicaid
Rate Reform Project. They began meeting with providers, health-care advocates and
academics to solicit ideas for ways to find savings, while maintaining coverage and avoiding
across-the-board cuts. They created nine committees of stakeholders and DHS staff to
develop and review suggestions and, ultimately, they gathered, analyzed and debated more
than 500 ideas for short- or long-term savings.

From among all of those ideas, DHS developed a plan in Fall 2009 that is expected to
achieve the targeted savings and that accomplishes the goals of protecting eligibility and
vulnerable populations, avoiding broad-rate cuts, and improving outcomes. Some of the
measures that were implemented actually spend more in the short run, such as paying
physicians more to measure children’s body-mass index to help reduce obesity and
spending over the long haul. Although costcutting is rarely popular among the affected
interest groups, the rate-reform plan has generally gotten a positive reception from providers
and advocates.

DHS is continuing the rate-reform process as it develops additional strategies to cope with
higher-than-anticipated caseloads that have opened up another hole in the Medicaid and
BadgerCare+ budget.

For additional information about the Rate Reform Project, see the August 5, 2010, article
on titled, How Wisconsin made big Medicaid cuts with little controversy.

See also the rate-reform section of the DHS website:
http://www.dhs.wisconsin.gov/medicaid/ratereform
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V. Challenges and Opportunities Ahead

The ACA creates many exciting opportunities to substantially improve access to health
care, especially once the major initiatives begin in 2014. However, Wisconsin policymakers

continue to face many challenges as they strive to maintain and build upon the gains the
state has made in improving access to quality, affordable health care.

Because the recession has been deeper and longer than anticipated, BadgerCare+
enrollment and spending have exceeded expectations and the state needs to find additional
cost savings in its health care programs. As the rate-reform process continues, it is
becoming increasingly difficult to find additional cost-saving changes that maintain needed
services and avoid across-the-board rate cuts.

BadgerCare+ has done an excellent job of absorbing most of the drop-in employer-
sponsored care during the recession, thanks in large part to the federal assistance through
the enhanced Medicaid match rate provided in the Recovery Act. That enhanced federal
aid was recently extended for six months, but is now scheduled to end on June 30, 2011,
which is likely to be long before there is enough of an economic recovery to significantly
reduce enrollment or to improve state tax collections. In other words, Wisconsin and the vast
majority of states will have great difficulty balancing their Medicaid budgets if the enhanced
Medicaid match rate is not extended beyond June 30, 2011.
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Beginning in 2014, the federal government will help states financially in a number of
different ways to meet the ACA requirements relating to Medicaid coverage. For example,
in Wisconsin and most states the federal government will initially pick up 100 percent of
the cost of covering childless adults below 133 percent of poverty (and in many states
will also fully fund the cost of newly eligible parents below that income level). For states
like Wisconsin that are already covering adults above that income level, the ACA creates
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a state option of keeping adults between 133 and 200 percent of FPL in Medicaid, rather
than moving them into exchanges. States that choose that option, known as Basic Health,
will receive 95 percent of the estimated federal spending that would have been needed to
subsidize insurance for those adults through the exchanges.

DHS estimates that because of these and other sources of increased federal aid, the
health-care-reform law will produce net savings in Wisconsin’s share of Medicaid and BC+
costs in the range of $745 million to $980 million over the six-year period from 2014 through
2019.

The ACA requires states to maintain current eligibility standards for children until 2019
and for adults until 2014, with one major exception: If a state is facing a deficit, it is allowed
to reduce its adult coverage to 133 percent of the poverty level (except for pregnant women
and people with disabilities). That possibility is likely to be considered in Wisconsin, but it
would reverse the bipartisan consensus on family-based coverage that Tommy Thompson
and others have championed since 1997.

Although Wisconsin has made great strides in improving access to health insurance,
the recent census data (ACS) show that there were an estimated 523,000 uninsured
Wisconsinites in 2009, or 9.4 percent of the state population. The 2009 Wisconsin Family
Health Survey estimates that 650,000 people were uninsured for part or all of the past
year. These numbers illustrate that the state should not be content with its success to date
while it prepares for the changes that take effect in 2014. DHS should continue to improve
enrollment and retention by enhancing the coordination of BadgerCare+ with other programs
and by reducing churning. Adopting 12-months' continuous eligibility for children, as 32 other
states have done (for their Medicaid and/or CHIP program), would help reduce turnover
and would give managed-care organizations the continuity of coverage that enhances their
opportunity to reap the benefits of investing in preventive care. In addition, DHS should
emulate the success of Louisiana in automating the renewal process to help low-income
families retain coverage.

Wisconsin recently received a $23 million performance bonus from the Centers for
Medicare and Medicaid Services (CMS) because so much of the state’s enroliment growth
was among Medicaid-funded children. The state will be able to receive similar bonus
payments for each of the next three years (2011 through 2013), but it must maintain
improvements in enrolliment and renewal procedures that are one of the conditions for
eligibility for the CHIPRA bonus funds.*¢
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V1. Conclusions

For more than a decade, Wisconsin lawmakers of both parties have incrementally built
a seamless program that provides family-focused coverage to low-income children and
parents, and more recently to about 50,000 childless adults. The state’s BadgerCare+
program creates a strong foundation for the federal health-care reform changes that will
significantly improve access to coverage in 2014.

Wisconsin has earned wide recognition for the growth of BadgerCare and BC+ and for
having one of the lowest rates of uninsured people in the country. However, a couple of other
aspects of the state’s health-care successes have received far less attention. First, despite
the growth in the state’s public coverage, Wisconsin continues to have a much stronger
base of employer-sponsored insurance than most other states (68.5 percent of all coverage
in Wisconsin versus 59.2 percent nationally). Second, BadgerCare+ has been especially
successful in reaching the lowest-income children. Wisconsin received the second largest
CHIPRA performance bonus payment in 2010 because it had the second largest growth in
enrollment of Medicaid-funded children from 2007 to 2010.

There are a number of ways that Wisconsin can continue to improve BadgerCare+ and
make it an even stronger base for initiatives in the Affordable Care Act. For example, the
state needs to continue to streamline the renewal process to help reduce program churning.
It should also strengthen outreach and coordination with other means-tested programs and
continue to foster community-based networks of local support to help improve the enroliment
of eligible-but-uninsured families.
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Wisconsin’s biggest challenge with BadgerCare+ is financing the growth that has occurred
during the recession. The enhanced federal relief provided by the Recovery Act has helped
meet the increased demand, but a continuation of federal aid for states is sorely needed.
Beginning in 2014, the ACA will help Wisconsin in a number of ways to finance the Medicaid
(and BC+) coverage that is such a fundamental part of health-care reform.

Although BadgerCare+ is by no means perfect, it offers many useful lessons for other
states. The ACA gives states considerable discretion in how they implement many of the
law’s provisions, and the lessons from Wisconsin can help policymakers and advocates
make informed choices about how to use that discretion to most effectively improve access
to quality, affordable health care.
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A. Participation by category and income

The following two pie charts illustrate the composition of BadgerCare+ enrollment on
October 31, 2010. Figure 7 shows that nearly three-fifths of the program participants are
children (under age 19). Parents and caretaker relatives comprise almost a third of total
enrollment, while childless adults and pregnant women constitute the remaining 9 percent of
current enrollees.

Figure 7: BadgerCare+ Enrollment
by Group (Oct. 2010)

Childless
adults
6.5%

children

Parents/ 59%

caretakers
32%

Pregnant
women
2.5%

Figure 8 shows the income distribution of the children enrolled in BadgerCare+. Despite
the significant expansion of eligibility for kids in 2008, only 3.8 percent of the participating
children are in families with income over 200 percent of FPL, whereas 69 percent are in
families with income below the poverty level.
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Figure 8: BadgerCare+ Enrollment of
Children & Parents by Income (Oct. 2010)
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States have faced huge challenges during the “Great Recession.” The need for public-
health insurance surged upward with the unemployment rate, at the same time that state tax
revenue was plunging. Fortunately, the American Recovery and Reinvestment Act (ARRA)
gave states a large boost in the federal share of Medicaid spending. With that federal
assistance, Wisconsin was able to meet much of the increased need during the recession.

We analyzed job trends and BC+ enrollment over a 22-month period that began on
October 1, 2008. We chose that date because it was when the effects of the recession
began to get more obvious in Wisconsin, and also because it later became the retroactive
effective date of the increased federal matching rate for Medicaid. Our analysis found the
following:

» Wisconsin experienced a net loss of 142,800 jobs between October 1, 2008 and
July 2010.

» Total enrollment among children, parents and pregnant women increased by almost
146,000, or 25.6 percent.

» About 73 percent of the increased enroliment of parents and children during that
period was among families below the poverty level.

Figure 9 shows the income distribution for the BC+ enroliment increase during that
22-month period. It illustrates that the lion’s share of that growth has been among families
below the poverty level.

BadgerCare+ (BC+) has kept the recession from being even more traumatic for parents
who have lost their jobs and their employer-sponsored coverage. It helps parents stay
healthy and ready to reenter the workforce, and it gives them some peace of mind from
knowing that their children can get the preventive health care they need.

Figure 9: Changes in BadgerCare+ Enrollment of
Children and Parents, by Income (Sept. 2008 - Tuly 2010)
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B. Trends in the number of uninsured Wisconsin residents

A September 2010 report by the Kaiser Commission on Medicaid and the Uninsured on
the subject of Medicaid enroliment changes between December 2000 and December 2009
indicates that Wisconsin had the second largest growth in total Medicaid participation over
that 9-year period (109 percent) and also the second largest enrollment increase in 2009
(about 21 percent).?’

BadgerCare contributed to a significant drop in the number of uninsured children in the
state, as shown in Figure 10. According to data from the DHS Family Health Survey (FHS),
the number of children uninsured for all or part of the year fell from a high of 193,000 in
1999, the year that BadgerCare began, to a low of 64,000 in 2007.

Figure10: Uninsured childrenin WI: 1997-2008
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Source: WCCF analysis of DHS Family Health Surveys, 1999 through 2008

Although the initiation of BC+ in 2008 kept the recession from causing a sharp upturn in
the number of unemployed Wisconsinites, it appears not to have reduced the number of
uninsured children and adults. The recently released FHS data for 2009 indicate that there
were an estimated 86,000 children and 650,000 people of all ages who were uninsured
for all or part of the year. (We didn’t incorporate the 2009 data into Figure 9 because DHS
changed the methodology and says the latest data isn’t comparable to previous years.)
Although the number of uninsured children during some part of the year remains fairly high,
only 22,000 were uninsured all year, which suggests that although there have been many
people losing insurance coverage during the recession, BC+ has been doing a good job of
preventing them from being uninsured for an extended period of time.

The ACS data for 2009 indicates that 5.0 percent of Wisconsin children and 9.4 percent
of all state residents were uninsured last year (at the time of the survey), which was a
statistically significant increase from the 2008 ACS results, when an estimated 8.8 percent of
Wisconsinites were uninsured. Despite that increase, Wisconsin was far below the national
average of 15.2 percent uninsured in 2009 and had the 7th lowest percentage of uninsured
state residents. The ACS results are based on surveys over the full course of 2009, which
means that the initiation of statewide childless adult coverage in July 2009 is not fully
reflected in the survey results.

covering kids & families
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From 2008 to 2009, the ACS data indicate that about 141,000 Wisconsinites lost their
private insurance (a 2.9 percentage point decrease); however, there was an increase of
nearly 135,000 people (2.3 percentage points) in public coverage. Overall, there was an
increase of about 36,000 uninsured state residents. Nationally, the share of people with
private insurance coverage dropped by 2.2 percentage points, and public programs picked
up 1.2 points.

A data source that sheds some light on 2010 uninsurance rates in Wisconsin and
elsewhere is the Gallup well-being survey. During the first half of 2010, Gallup conducted a
survey of more than 176,000 adults nationally, including 1,857 in Wisconsin. They found that
only Massachusetts, Vermont and Hawaii had lower rates of uninsured adult residents than
Wisconsin, which was tied with Minnesota for the 4th lowest rate.

According to the Gallup survey, the percentage of uninsured adults in Wisconsin has fallen
from 10.9 percent in 2008 to 9.7 percent over the first half of this year (despite a spike in the
first half of 2009), while the national average increased from 14.8 percent to 16.3 percent.
Although we have some qualms about the fluctuations in their results,*® their data seems
to provide further evidence that BadgerCare+ has been successful in offsetting the loss of
employer-sponsored insurance during the recession.

@61 don't know of very many
places out in the rural
communities where someone
can go to get help with
BadgerCare. 9§

--Parent in south-central
Wisconsin who is also a
social worker with
coverage through

her part-time employer
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C. Children living in families in poverty

Uninsured families are predominately low income. Not surprisingly, many of those families
are located in Wisconsin cities like Milwaukee and Beloit where the unemployment rate is
very high. However,

a disproportionate Figure 11: Percentage of children age 5-17
number of uninsured living in families in poverty
families and

individuals are Y

located in the more
rural parts of the
state. As a result,
rural areas have
much higher levels

of children enrolled

in BadgerCare+ than
most of the urban
counties. There are

a couple of reasons
for the larger number
of uninsured people
in rural areas. Part

of the explanation

is the high level of
poverty in many rural
parts of Wisconsin as
illustrated by

Figure 11. Seventeen
of the 18 counties
with the greatest
percentage of school- .
aged children living [ 34-88 /:
in families at or below B 55 - 126%
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the Federal Poverty I i26-16.1%
Level are in the most B 6.1 -428%
rural parts of the

state.

Adding to the relatively low rates of coverage are the significant numbers of unemployed
or underemployed people in rural counties. Additionally, many workers in rural areas are self
employed or work for small employers who are less likely to provide health insurance for
their workers.

States need to take care to develop enroliment and renewal options that serve rural
families who may have more difficulty getting to a county office or using an online system.

In addition, Wisconsin and other states have to redouble their efforts to ensure that Medicaid
and CHIP enrollees can find providers who will serve them in rural areas. The Affordable
Care Act gives states and communities a number of sources of assistance to help improve
access to care.
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D. Effect of BadgerCare+ on employer-sponsored insurance

Policymakers seeking to expand access to health insurance have typically sought to
stretch public dollars as far as possible by creating eligibility standards that minimize
enrollment of people who already have private insurance or who have access to affordable
employer-sponsored coverage. Data limitations make it difficult in Wisconsin and elsewhere
to assess the extent to which there has been displacement or “crowd out” of employer-
sponsored insurance by public coverage. The University of Wisconsin Public Health Institute
(UWPHI) is wrapping up work on an evaluation of BadgerCare+, including an analysis of
a wide range of data relating to the effect of BC+ on participation in the private insurance
market.

Another factor complicating discussion and analysis of the extent of crowd-out is that
the term is used in different ways. In its broadest sense, crowd-out is any substitution of
public insurance for private coverage. However, a narrower definition is the take-up of
public coverage by people who have access to reasonably affordable employer-sponsored
insurance (ESI).

Federal and state policy choices seem more consistent with the narrower definition. For
example, federal law has never applied crowd-out restrictions to lower-income families in
Medicaid, whereas the CHIP law encourages states to adopt crowd-out restrictions for the
somewhat higher-income families served by CHIP. When Wisconsin policymakers merged
Medicaid and CHIP to create BC+, they had to reconcile the different crowd-out policies. The
BC+ eligibility standards apply crowd-out restrictions only to families above 150 percent of
FPL. In addition, the current policies don’t restrict eligibility for children and parents unless
they have access to an employer plan that pays at least 80 percent of the premium.

While we wait for the completion of the UWPHI study, our far less sophisticated analysis
of the publicly accessible DHS data on BC+ participation and enrollment trends indicate
that very little of the enrollment growth has occurred among families with income over 200
percent of FPL, and most of the growth has been among families below the poverty level.
Specifically, the data show the following:
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» Only two percent of current BC+ enrollment (July 31, 2010) of children and parents is
comprised of individuals with incomes above 200 percent of FPL.

» Despite the fact that BC+ removed the income ceiling for children, kids above 200
percent of FPL (which is roughly the former income ceiling)®* comprise only three percent
of currently enrolled children in BC+, and only about ten percent of the increase in enrolled
children since January 2008.4°

Those statistics suggest that BC+ has not been crowding out private insurance among
people who could truly afford that coverage. However, there has almost certainly been
some displacement of private insurance among low-income households since Wisconsin
lawmakers chose to ease the crowd-out restrictions for people below 150 percent of FPL,
who generally could ill afford the private coverage.

Employer-sponsored insurance is not

being crowded out by public coverage
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Figure12: Employer Sponsored Insurance (ESl)
at Different Income Levels (US andWI —- 2009 ACS data)
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It should also be noted that Wisconsin continues to have a strong base of employer-
sponsored insurance (ESI), in comparison to other states. The most recent Census Bureau
data show that 68.5 percent of Wisconsin’s non-elderly population had ESI coverage in
2009, compared to just 59 percent nationally.*' Figure 12 illustrates that the percentage of
Wisconsinites with ESI is well above the national average at all income levels.
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Endnotes

A November 18, 2010, news release by the Bureau of Economic Analysis indicates that the Great Lakes
states had the largest drop in gross domestic product (GDP) in 2009. Wisconsin fared better in 2009 than
the other Great Lakes states, and its drop in GDP (-2.1%) was the same as the national average; however,
Wisconsin’s personal income has been slowly declining for a number of years and is now about 6% below the
national average. http://www.bea.gov/newsreleases/regional/gdp_state/gsp_newsrelease.htr.

2Wisconsin’s health-insurance ranking of 7th highest is based on the "2009 American Community Survey"
(ACS) health-insurance data for people of all ages. The "Current Population Survey" uses a much smaller
sample size in each state, requiring the averaging of two years of state-level data, and it measures people who
were uninsured for the full year (rather than the point-in-time question in the ACS survey). Based on the 2008-
2009 CPS data on insurance rates in each state, Wisconsin had the 5th highest rate of insured state residents.

3All of the enrollment figures for our analysis are taken from the data posted online by DHS, and the
calculations of participation by income are based just on the families for which income data is available. That
excludes some categories of coverage where there is extended eligibility even if income increases, such as
infants subject to 12-months’ continuous eligibility. Our figures differ somewhat from those used by the UW
Population Health Institute which uses a different database that does include those families.

“According to the 2009 ACS data, the unemployment rate in Wisconsin grew from 5.1% in 2008 to 8.2% in
2009, or 3.1 percentage points; the portion of the Wisconsin population with private insurance coverage fell
by 2.9 percentage points, and the portion with public coverage grew by 2.2. Nationally, the ESI rate fell by 2.2
percentage points in 2009, while public coverage grew by 1.2 percentage points.

SKenney, G. et al.,"Who and Where Are the Children Yet to Enroll in Medicaid and the Children's Health
Insurance Program?" Urban Institute Research Report, Health Affairs, October 2010 29:101920-1929;
published ahead of print September 3, 2010.

SEnrollment in BadgerCare+ Core climbed to a peak of a little over 65,000 in January 2010, as the state
processed applications that came in before a September 2009 cutoff date. Since then the waiting list has grown
to more than 80,000, but enroliment in Core has slipped below 50,000 because of attrition among participants
who fail to renew or are no longer eligible. Because of the cost-neutrality requirement and the much-higher-
than-anticipated enrollment and spending over the first year of the program, DHS needs to let enroliment drop
further below the sustainable enrollment level before it starts taking people off the waiting list.
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7Our analysis of the 2009 ACS data found that Medicaid was the primary source of insurance for 15.8 percent
of Wisconsinites, compared to 16.1 percent of all Americans.

8Calculated by WCCF from the 2009 ACS data.

%Kenney, G. et al., "Who and Where Are the Children Yet to Enroll in Medicaid and the Children's Health
Insurance Program?" Urban Institute Research Report, Health Affairs, October 2010 29:101920-1929;
published ahead of print September 3, 2010.

Lynch, V. et al., "Uninsured Children: Who Are They and Where Do They Live?" Urban Institute Research
Report, August 2010.

"Arjun, L. and J. Guyer, "Putting out the Welcome Mat: Implications of Coverage Eligibility for Already
Eligible Children," September 2008.

2As of January 2009, children above 200% of FPL in Benchmark coverage constituted just 15.8% of the
enrollment increase since mid-January 2008. That figure declined during the recession and has been no higher
than 10.1% over the last year (October 2009 through October 2010).

3"Evaluation of BadgerCare Employer Verification Process," Department of Health and Family Services,
Office of Strategic Finance Program Evaluation and Audit Section, September 2005.

“Peacock, J., "Unintended Consequences: The Effects of Medicaid Documentation Requirements in
Wisconsin" (Updated Summary, January 28, 2008), WCCF.

5Wisconsin Department of Health and Family Services, "Analysis of BadgerCare Enroliment Trends,"
November 18, 2004.

18Ku, L.,“The Effect Of Increased Cost Sharing In Medicaid: A Summary of Research Findings,” Center on
Eudget and Policy Priorities, Revised July 7, 2005.
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Endnotes

"Tamblyn, Robyn et al., “Adverse Events Associated with Prescription Drug Cost Sharing Among Poor and
Elderly Persons,” Journal of the American Medical Association, 285(4): 421-429, January 2001.

8L eininger, L. J., Friedsam, D. et al., "Wisconsin’s BadgerCare Plus Reform: Impact on Low-income Families’
Enroliment and Retention in Public Coverage," Health Services Research. Forthcoming 2011.

9The health-care reform law allows states that are already covering adults over 133 percent of FPL to either
move those adults into the new health exchanges or to use the Basic Health option, which helps states finance
their Medicaid coverage for those adults by giving states choosing that option 95 percent of the estimated federal
cost of exchange subsidies for those adults. Maintenance of eligibility requirements in the ACA prevents states
from changing eligibility or increasing premiums for children.

20 eininger, L. J., Friedsam, D. et al., "Wisconsin’s BadgerCare+ Reform: Impact on Low-income Families’
Enrollment and Retention in Public Coverage," Health Services Research. Forthcoming 2011.

21As of December 2009, 32 states used 12-months' continuous eligibility for Medicaid of CHIP children, or both,
according to State Health Facts.org: | http://www.statehealthfacts.org/comparetable.jsp?ind=233&sort=298&st=3.

2Deleire, T., "Getting Parents Enrolled in Medicaid: Lessons from Wisconsin's BadgerCare Plus Auto-
Enrollment Process," Presentation by Tom DeLeire at the Academy Health Annual Research Meeting in Boston,
MA, June 29 2010.

BFor more information on eligibility criteria for performance bonus funds, see the December 16, 2009, letter to
State Health Officials (SHO # 09-015).

2National Academy of State Health Policy, "MaxEnroll Minute: Cutting Red Tape to Keep Eligible Families
Enrolled in Massachusetts," October, 2010.

2The October ACCESS statistics can be found on this portion of the DHS web site.
2Helgerson, J., personal communication. December 21, 2010.

2Lynch, V. et al., "Uninsured Children: Who Are They and Where Do They Live?" Urban Institute, Robert Wood
Johnson Research Report, August 2010.

2Wisconsin’s fourth-place ranking is based on our review of the data in the August 2010, Urban Institute,
Robert Wood Johnson Report (above).

2For a more detailed description of the financing of the Medicaid and BadgerCare+ portions of the budget
and the role of the hospital tax, see this September 2009, article from the WCCF WisKids Journal: Health Care

Highlights of the 2009-11 Budget.

30Boulton, Guy, "No big increase in health charity with job losses," August 8, 2010, Milwaukee Journal Sentinel.
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31In contrast to the bipartisan support for previous expansions of eligibility in Wisconsin, the legislation
approved in April 2010 authorizing the unsubsidized BadgerCare+ Basic coverage for childless adults was only
supported by Democrats.

32Ku, L. and Matthew Broaddus, “Coverage of Parents Helps Children Too,” Center on Budget and Policy
Priorities, October 20, 2006.

$Sommers, B.D., "Insuring Children or Insuring Families: Do Parental and Sibling Coverage Lead to Improved
Retention of Children in Medicaid?," Journal of Health Economics. 2006; 25(6): 1154-1169.

34State Coverage Initiatives, "The Consequences of Uninsurance," Updated February 2010.

3Guyer, J., 2010. "Where do Kids and Families Stand? An Assessment of the Landscape." Paper presented at
"Transforming Health Care Coverage for Children and Families: A Convening of Midwestern States," Cleveland,
OH.

36The performance bonus awards are made to states that have significant gains in enroliment of Medicaid-
funded children and meet at least 5 of 8 standards for streamlining the enroliment and renewal processes. The
bonus is an increase in the federal share of costs states incur for Medicaid enrollment increases, to the extent
that they surpass a baseline level of growth. Wisconsin exceeded its 2010 baseline target by about 85,500
Medicaid children. As a result of the bonus funding, coupled with the Recovery Act's enhanced cost-sharing,
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Endnotes

DHS estimated that the state will pay only about 13 percent of the $138 million cost of covering those 85,500
children in 2010.

37Kaiser Commission on Medicaid and the Uninsured, "Medicaid Enrollment: December 2009 Data
Snapshot," September 2010.

3The previous "Gallup Wellbeing Survey" indicated a curious spike in uninsured adults in Wisconsin in the
first half of 2009. Whether that was an accurate assessment of what was happening in Wisconsin last year or a
statistical aberration is unclear. Perhaps we can get a better sense of that as we analyze the recently released
2009 ACS data, and the soon-to-be released state "Family Health Survey" data.

3The BadgerCare income ceiling was 185 percent of poverty, but families entering the program with
income below that level could remain enrolled until their income surpassed 200 percent of FPL. In addition,
BC+ changed the income definition by moving to a gross income standard that eliminates certain expense
deductions that families were previously allowed. Taking that into account, the current 200% of FPL measure is
a rough approximation of the old BadgerCare income cap.

4“The DHS statistics we used on the income of enrolled families do not include data on the families in waiver
categories, where there is extended eligibility even if income exceeds 200 percent of poverty. The UWPHI
evaluation uses a different database that does include those families.

#“1Calculated by WCCF from the 2009 ACS data.
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