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EXECUTIVE SUMMARY

The Children’s Health Insurance Program (CHIP), a landmark initiative to broaden health
insurance coverage for low-income children, was created with bipartisan support as part of the
Balanced Budget Act of 1997 (BBA) and funded for a period of 10 years with an appropriation
of approximately $40 billion. After two years of temporary extensions, the U.S. House of
Representatives and Senate passed the CHIP Reauthorization Act (CHIPRA) * in January 2009.
President Barack Obama signed it into law in February of that year, extending $44 billion in new
funding through federal fiscal year 2013.2 The law aims to extend and further improve a
program that has already proven effective in extending coverage to millions of children and
improving their access to care (Wooldridge et al. 2005). It has driven (along with Medicaid) a
steady decline in the number of uninsured children in the United States, from 11.4 million (or
15.1 percent of all children) in 1997 to 7.6 million (9.7 percent of children) in 2011 (Current
Population Survey, Annual Social and Economic Supplement 1998-2011).

Beyond providing significant new federal support for CHIP, CHIPRA also amended the
formula for distributing federal monies to the states. State allotments are now based on actual
CHIP expenditures and revised every two years based on the extent to which states spend their
previous year’s allotments. Other finance-related changes included in CHIPRA were the
establishment of a performance bonus fund to encourage states to adopt innovative simplification
policies and reward improved enrollment and retention of children in the Medicaid program, and
the appropriation of $100 million to support new outreach grants to support public awareness and
application assistance efforts in states, communities, and federally recognized American Indian
tribes (Kaiser Commission on Medicaid and the Uninsured 2009b; PL 111-3, Section 104).
Additional key CHIPRA provisions designed to spur innovations in outreach, enroliment,
benefits coverage, and access to and quality of care are identified in Exhibit 1.

The CHIPRA legislation also mandated an evaluation of CHIP to help Congress understand
the program’s role as an insurer of children in a time of changing coverage requirements,
declines in private coverage, and economic volatility in the states. In September 2010, the Office
of the Assistant Secretary for Planning and Evaluation (ASPE) at the U.S. Department of Health
and Human Services (DHHS) awarded Mathematica Policy Research and its partner the Urban
Institute the three-year contract to conduct this evaluation, which includes both quantitative and
qualitative analytical components. The CHIPRA-mandated evaluation was intentionally
modeled after the previous congressionally mandated evaluation, also conducted by Mathematica
and the Urban Institute, and which ASPE oversaw (Wooldridge et al. 2005).

L Title XXI created what was originally called the State Children’s Health Insurance Program, or SCHIP;
CHIPRA in 2009 simplified the program’s name to CHIP.

% The Affordable Care Act extended funding for CHIP to 2015 and authorized the program through federal
fiscal year (FFY) 2019.
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Exhibit 1. Key CHIPRA Provisions by Policy Area

Eligibility

o Creates an explicit new eligibility category for pregnant women in CHIP

o Allows states to cover legally resident immigrant children and pregnant women in their first five
years in the United States in Medicaid and CHIP

e Reduces barriers to creating premium assistance programs for children and families, making it
easier for states to use CHIP funds to subsidize families’ purchase of employer-sponsored
insurance

e Prohibits states from covering parents of children enrolled in CHIP?
e Allows states to adopt Express Lane Eligibility (ELE)b for children in CHIP and Medicaid

e Requires states to verify citizenship of children applying to CHIP® and allows them to do so
electronically through data matches with the Social Security Administration

e Requires states to provide a 30-day grace period before cancelling coverage due to nonpayment of
premiums

Benefits

e Requires states to cover dental services in CHIP benefit packagesd

e Allows states to provide dental-only supplemental coverage for children who would otherwise qualify
for CHIP but have private health insurance without dental benefits

e Requires mental health parity, such that mental health benefits offered by CHIP are covered at the
same amount, duration, and scope as physical health benefits

Quality Measurements

o Establishes a new initiative to improve quality of care provided to children, including the
development of new child-specific quality measures and new electronic medical record systems for
children, and funding of demonstration projects for child health quality improvement

@ States previously could cover parents of children enrolled in CHIP through waiver authority; the eight States with
waivers in place in 2009 were permitted to continue their programs through the end of FFY 2011 (Center for Children
and Families 2009).

b Express Lane Eligibility allows states to use the findings of other need-based programs to establish eligibility for
Medicaid or CHIP.

°The Deficit Reduction Act of 2005, P.L. 109-171, had previously required citizenship documentation for Medicaid
applicants.

d Previously a state option, though nearly every state already covered dental benefits.

This report synthesizes the cross-cutting findings from in-depth case studies conducted in
the evaluation’s 10 study states: Alabama, California, Florida, Louisiana, Michigan, New York,
Ohio, Texas, Utah, and Virginia. Study teams conducted four- to five-day site visits in each of
the states from February to September 2012, during which the teams gathered two forms of
qualitative information. First, the study teams conducted key informant interviews with
approximately 40 stakeholders in each state, including state CHIP and Medicaid officials,
governors’ or state legislators’ health policy staff, pediatric and safety-net providers, health plan
administrators, child and family advocates, agencies involved with eligibility determination, and
community-based organizations (CBOs) involved with outreach and application assistance.
Second, the teams conducted three focus groups in each state with (primarily) parents of children
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enrolled in CHIP.® Together, these inquiries elicited insights into how CHIP has evolved and
matured since its early years; how states have grappled with implementation challenges involved
with finding, enrolling, retaining, and delivering care to children; and new issues that have arisen
as a result of passage of the Affordable Care Act (in March 2010) that hold implications for
CHIP. Although this analysis emphasizes state actions in response to CHIPRA, the actual period
examined by the case studies extends from 2005 (the end date of the previous congressionally
mandated CHIP evaluation) to 2012.*

Key findings from the case studies are summarized in the following pages and organized to
address, in turn, the policy areas of eligibility, enroliment, and retention; outreach; benefits;
service delivery, access to, and quality of care; cost-sharing; crowd-out; financing; and
preparation for health care reform. The findings begin with a brief overview of CHIP program
characteristics in the 10 study states.

Overview of CHIP Programs in the Study States

The 10 states chosen for this study represent diverse approaches to providing CHIP
coverage, are geographically diverse, and contain a significant proportion of the nation’s
uninsured children, among other factors (Exhibit 2). Specifically, the sample includes four states
that operate separate CHIP program models (Alabama, New York, Texas, and Utah), one state
that runs a Medicaid expansion CHIP program (Ohio), and five states that operate combination
models that include both separate and Medicaid expansion components (California, Florida,
Louisiana, Michigan, and Virginia). In addition, these 10 states, together, represent 53 percent of
the nation’s uninsured children and 57 percent of all children enrolled in CHIP; include the four
largest programs in the nation (California, Florida, New York, and Texas); range from a state
with the most liberal income eligibility limit in the nation—New York at 400 percent of the
federal poverty level (FPL)—to states with some of the lowest income limits—200 percent of the
FPL in Florida, Michigan, Ohio, Texas, Utah, and Virginia; represent various administrative
arrangements whereby CHIP and Medicaid are managed by either the same or different agencies;
and reflect a diverse range of service delivery models, including risk-based managed care, fee-
for-service (FFS) models, systems in which CHIP and Medicaid provider networks are almost
identical, and systems in which they are almost completely separate.

® For comparison purposes, a smaller number of focus groups were also held with parents of children eligible
for but not enrolled in CHIP, parents of children disenrolled from CHIP, and parents of children with employer-
sponsored health insurance. Several of our focus groups included parents of children with special health care needs.

4+ While reviewing these findings, readers should consider the limitations inherent in qualitative case study
methods related to validity and generalizability. Quantitative findings on various impacts of CHIP from other
components of the CHIPRA-mandated evaluation are forthcoming.
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Exhibit 2. Key Characteristics of 10 Study States

Upper Income Percentage
Threshold Number Ever of CHIP National

(Percentage Enrolled, Enrollees Ranking, by Percentage
State Program Type of FPL) 2010 Nationally Program Size Uninsured
Alabama Separate 300 137,545 1.4 19 6.8
California Combination 250 1,731,605 221 1 11.2
Florida Combination 200 403,349 54 4 18.3
Louisiana Combination 250 157,012 1.9 14 11.0
Michigan Combination 200 69,796 1.0 26 5.9
New York Separate 400 539,614 6.9 3 8.1
Ohio Medicaid Expansion 200 253,711 3.5 6 7.9
Texas Separate 200 928,483 12.2 2 19.2
Utah Separate 200 62,071 75 30 11.0
Virginia Combination 200 173,515 23 11 8.6
Source: Case study reports prepared by the Urban Institute and Mathematica Policy Research for the CHIPRA-

mandated evaluation of CHIP, 2012.

Eligibility, Enrollment and Retention

Since its inception, the Children’s Health Insurance Program (CHIP) has proven to be a
fertile testing ground for state innovations related to eligibility policy and the simplification of
enrollment and renewal procedures. With the multiple goals of expanding income eligibility,
streamlining initial health program enrollment, and facilitating children’s retention of coverage,
these innovations have grown more numerous and diverse since the passage of CHIPRA.

More federal financial stability and administrative flexibility after CHIPRA, among other
factors, led most of the study states to further expand eligibility for children. For example, 4 of
10 states raised upper income thresholds—Alabama from 200 to 300 percent of the FPL,
Louisiana from 200 to 250 percent of the FPL, New York from 250 to 400 percent of the FPL,
and Virginia from 134 to 200 percent of the FPL (for pregnant women). Three states added
federally funded coverage of legally resident immigrant children—California, Texas, and
Virginia—and three added coverage of children of state employees—Alabama, Florida, and
Texas. Importantly, maintenance of effort (MOE) rules established by the American Recovery
and Reinvestment Act of 2009 and extended and broadened by the Affordable Care Act
protected these and other important gains by prohibiting states from cutting eligibility and
enrollment policies for Medicaid and CHIP to levels more restrictive than those in place in
March 2010. State officials in half the study states reported that these rules were crucial in
safeguarding CHIP and Medicaid from cuts in recent years, especially as state budgets came
under pressure during the Great Recession.

Enrollment simplification continued to be a major priority of CHIP programs throughout the
study period. CHIPRA played a direct role in spurring this continued interest, making
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performance bonuses available to states that adopted at least five of eight approved
simplification strategies® and met Medicaid enrollment growth targets. Six of the 10 study states
qualified for CHIPRA performance bonuses during one or more years of the study period—
Alabama, Louisiana, Michigan, Ohio, Virginia, and Utah—totaling nearly $27 million. But all
10 states had numerous policies designed to simplify children’s enrollment, as illustrated in
Exhibit 3, many of which were in place before CHIPRA.

Exhibit 3. Eligibility Simplification Strategies, by State

Joint Admini-

12-Month No No In- Medicaid strative or Express

Continuous  Asset Person CHIP Ex Parte Presumptive Lane Premium
State Eligibility Test Interview Form Renewal Eligibility Eligibility  Assistance
Alabama X X X X X Medicaid
California X X X X X
Florida CHIP X X X X CHIP
Louisiana X X X X X Medicaid
Michigan X X X X X
New York X X X X X X
Ohio X X X X X
Texas CHIP X X
Utah CHIP CHIP X X X X CHIP CHIP
Virginia CHIP X X X X CHIP
Source: Case study reports prepared by the Urban Institute and Mathematica Policy Research for the CHIPRA-

mandated evaluation of CHIP, 2012.
Notes: X denotes implementation in both Medicaid and CHIP.

The case studies identified numerous creative, multipronged strategies to streamline
enrollment procedures and achieve high rates of participation among eligible children. For
example, 9 of the 10 study states deployed online applications for their CHIP programs. To
varying degrees, most of the study states had designed more integrated data systems, sometimes
capable of linking across public benefits programs, and more frequently capable of linking to a
range of state databases that can verify such critical information as applicants’ income,
employment, health insurance status, and citizenship. Eight of the 10 study states use a range of
community-based application assistance models that bolster traditional outreach by enabling staff
of local agencies, providers, and health plans to provide application assistance to families with
uninsured children. Often reflecting the ethnicities of the communities in which they worked,
key informants described these staff as “trusted,” “culturally competent,” and therefore
particularly “successful” in helping “hard-to-reach” populations in accessing coverage. Finally,
four of the states—Alabama, Louisiana, New York, and Utah—chose to add Express Lane
Eligibility (ELE) to their toolbox of simplification strategies, a new option permitted by

® CHIPRA-approved strategies include 12-month continuous coverage; no asset test (or simplified asset test);
no face-to-face interview; joint application (and same information verification processes for Medicaid and CHIP);
administrative or ex parte renewals; presumptive eligibility; Express Lane Eligibility; and premium assistance.
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CHIPRA that allows states to use the findings of other need-based programs (such as the
Supplemental Nutrition Assistance Program [SNAP]) to establish or renew eligibility for
children in Medicaid and CHIP. Families participating in the study’s focus groups widely
praised the ease with which they were able to apply for and obtain health coverage for their
children, and particularly noted how valuable the help of application assistors was in enrolling.

States also focused considerable attention on simplifying renewal processes, understanding
that achieving high retention rates is crucial to reducing churn® and maintaining gains in
reducing the ranks of uninsured children. Generally, states apply many of the same types of
strategies to renewal that they do for initial enrollment. For example, 9 of the 10 study states
allow families to submit renewal applications online or by mail, thus not requiring parents to
have a face-to-face interview. Six of the states allow parents to self-declare family income and
then administratively verify the accuracy of parents’ attestations after the fact by searching
available databases, thus relieving parents of the need to submit income documentation. Six of
the study states preprint renewal forms with personal and income information submitted with the
child’s initial application for coverage; parents are simply asked to verify that the information
displayed is still accurate or submit updated information. Finally, most states that use
community-based application assistance also allow assistors to help families renew their
children’s coverage. Once again, parents in the study’s focus group described how easy most
CHIP renewal processes were for them. The full range of simplification strategies employed by
the study states—for both initial enrollment and renewal—are illustrated in Exhibit 4.

Exhibit 4. CHIP Enrollment and Renewal Processes

Community-
Mail-In Online Based Active/  Preprinted Self-
Enroliment and Enroliment Application Passive Renewal  Declaration Ex Parte
State Renewal and Renewal Assistance Renewal Form of Income Renewal
Alabama X X X Active X X
California X X X Active X
Florida X X Active X X
Louisiana X X X Passive X X
Michigan X X X Active X
New York X X Active X
Ohio X X X Active
Texas X X X Active X
Utah X X Active X
Virginia Enrollment Only X X Active X X
Source: Case study reports prepared by the Urban Institute and Mathematica Policy Research for the CHIPRA-

mandated evaluation of CHIP, 2012.

® Churn refers to a phenomenon whereby children lose eligibility for administrative reasons and subsequently
reenroll into coverage a short time later.
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During the study period, modest and steady enrollment gains were observed, perhaps
facilitated by state efforts to expand and simplify enrollment and renewal (Exhibit 5).” Some
plateaus, and even declines, were also apparent in 2007-2008; state officials attributed these to
the recession, which caused many families to lose jobs and income and, thus, move from CHIP
coverage into Medicaid. However, despite the steps taken to streamline the enrollment and
retention processes, key informants reported that some barriers remained. These included a lack
of full alignment between Medicaid and CHIP, multiple or outdated information systems that
hinder efficient enroliment or transfer of children between the two programs, and ongoing
disconnects between government agencies responsible for Medicaid eligibility determination and
private vendors responsible for CHIP eligibility.

Exhibit 5. Number of Children Ever Enrolled in CHIP, FFYs 2006—-2010
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Source: Centers for Medicare & Medicaid Services (CMS) CHIP Statistical Enrollment Data System (SEDS),
2011.

Outreach

Aggressive outreach was a hallmark of CHIP programs in the late 1990s and early 2000s, as
states launched strategic efforts to market the new coverage program to eligible populations.
States publicized the availability of health insurance coverage through initiatives that involved
both broad, statewide marketing to create a strong brand identity for their programs and more
targeted, community-based efforts to attract hard-to-reach families (Hill et al. 2003; Williams
and Rosenbach 2007). This evaluation’s case studies found that, during the study period, CHIP
outreach efforts evolved in response to state budget constraints, typically moving away from
broad marketing campaigns toward a focus on community-based efforts.

" This trend was consistent with what occurred nationally, as found by Kenney et al. 2012.
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All 10 states included in this evaluation had state-funded marketing campaigns at some point
in their CHIP program’s history, but only 3 states—Texas, Virginia, and Utah—continue such
efforts today, and 2 of these were characterized as quite limited in scope (Virginia and Utah).
Some states eliminated statewide marketing many years ago, whereas others did so more
recently—typically between 2006 and 2008 when federal funding uncertainties for CHIP overall
were particularly evident. This dramatic decrease in statewide marketing was, according to state
officials, partially a response to state budget constraints, but also because stakeholders perceived
that the CHIP brand had been well established and therefore required less ongoing marketing
investment.

Although states’ marketing budgets have dwindled over the years, robust community-based
outreach efforts have persisted in all but two states, including California, Florida, Louisiana,
Michigan, New York, Ohio, Texas, and Virginia. Strong community ties and earned trust among
staff of CBOs have made this approach to outreach particularly effective, in the view of most key
informants interviewed for the case studies. In states such as New York, health plans have also
played a major role in CHIP outreach and marketing, filling some of the void left as states
reduced and/or eliminated outreach budgets. Some states continue to directly fund community-
based outreach efforts, but in others private philanthropic foundations have become a more
common source of funding support.

State officials reported that CHIPRA outreach grants were very helpful in bolstering
otherwise underfunded outreach efforts. The grants appear to have played a particularly
significant role in supporting and sustaining community-based groups involved in outreach; each
of the 10 study states received at least one CHIPRA outreach grant, and most states received
multiple grants.

Benefits

Since the inception of CHIP, states with separate CHIP programs have received a degree of
flexibility in designing their benefit packages, whereas states that implement Medicaid expansion
CHIP programs must extend the full Medicaid benefit package to enrollees. To help ensure that
separate programs offer adequate benefits, Title XXI requires that states meet certain minimum
benchmark standards. Despite not being required to achieve parity with Medicaid, most states
with separate programs have gone beyond benchmark minimums to add coverage of dental care
and other benefits, seeking to closely align benefits between separate CHIP programs and
Medicaid.

This evaluation finds that states have continued to offer generous benefit packages in CHIP
despite increased budget pressures in recent years. Key informants and parents participating in
the study’s focus groups overwhelmingly praised the generosity of the CHIP benefit packages,
though a few deficiencies were noted, including lack of coverage of EPSDT® and nonemergency
transportation.

8 The Early and Periodic Screening, Diagnosis, and Treatment (EPSDT) program is a special component
required of Medicaid programs that extends comprehensive preventive, diagnostic, and treatment services to child
enrollees. EPSDT is not required under CHIP.
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CHIPRA'’s impact on benefits appears to have been limited, as many states had already
included comprehensive dental and mental health care in their CHIP benefits packages. In
response to the law, however, some of the study states added coverage of medically necessary
orthodontia. To achieve the mental health parity required by CHIPRA, states typically had to
make only small adjustments to their mental health benefits and often removed annual limits to
certain already-covered behavioral health benefits. Utah was the only study state that chose to
reduce its medical benefits package to bring it in line with existing mental health coverage.

Service Delivery, Access, and Quality of Care

Earlier CHIP evaluations found mandatory enrollment in risk-based managed care plans to
be the dominant form of service delivery for separate CHIP programs, more so than Medicaid
(Hill et al. 2003). This trend continued during the current study period. Among the 10 study
states, only Alabama continues to use discounted fee for service reimbursement with a single
insurer—Blue Cross/Blue Shield of Alabama—for its separate CHIP program; the remainder use
statewide risk-based managed care. CHIP program officials reported various reasons for
choosing risk-based managed care; primarily, they view the delivery model as one that offers
good access to care through provider networks that often bear a greater resemblance to
commercial insurance networks than do those offered by Medicaid.

CHIPRA requires that CHIP beneficiaries be offered a choice of at least two health plans
when risk-based managed care is mandatory (as Medicaid requires). This created challenges for
states such as Florida and New York that previously contracted with single plans in rural areas.
Both states were able to comply with the new requirement, but not without considerable effort,
because it can be difficult to develop networks in sparsely populated areas.

Most CHIP (and Medicaid) managed care programs in the study states carve out behavioral
health and dental care and deliver these services through other arrangements. The exceptions are
New York, where health plans are responsible for all care, including behavioral health and dental
services; Ohio, where plans must provide dental care but not behavioral health services; and
Utah and Texas, where plans are responsible for behavioral health care but not dental. Usually, a
separate plan that also bears financial risk managed the carved-out services, although this was
not always the case. (For example, California’s CHIP program carves out services for children
with serious emotional disturbances to county mental health departments.) Key informants
generally agreed that carve-outs for dental care work particularly well, because specially
designed dental plans have wider networks than traditional FFS and are more experienced with
managing the provision of dental services than are health plans. Key informants had more mixed
opinions of behavioral health carve-outs, however; most thought that they resulted in more
effective, specialized service provision for people with mental health and substance abuse needs,
but others were concerned that they fragmented care across health and behavioral health systems.

Key informants and parents who participated in the focus groups in the study states
expressed broad satisfaction with access to care in separate CHIP programs. Access to primary
care is particularly good because of high levels of participation by pediatricians. Parents
described positive experiences with primary care access and many reported ease in finding
specialists. The generally positive comments about access to care in separate CHIP programs
were not as evident for Medicaid expansion CHIP programs. Provider reimbursement rates are
lower, on average, in Medicaid than in separate CHIP programs; key informants suggested that,
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as a consequence, provider participation and access to care are generally more limited. This is
particularly true for dental care.

Key informants and parents participating in the focus groups also expressed the opinion that
the quality of care provided to children under CHIP is good. Still, in recent years, several
provisions in CHIPRA pushed states to intensify their CHIP quality improvement initiatives. In
the study states, voluntary reporting of child health quality measures had increased, grants
supporting the development of CHIPRA quality demonstrations were in place in Florida and
Utah, and compliance with new requirements to select an external quality review organization
for their separate CHIP programs was high. Among the primary benefits of risk-based managed
care, according to state officials, are the improvements in access and quality that they believe
result from health plan monitoring. Most commonly, CHIP programs require plans to submit
measures of access and quality from the Healthcare Effectiveness Data and Information Set
(HEDIS) and Consumer Assessment of Healthcare Providers and Systems (CAHPS®). The case
studies revealed additional experimentation and innovation, including payment incentives for
providers gaining National Committee for Quality Assurance (NCQA) certification as a medical
home, expanded use of electronic health records for pediatric care to support stronger quality
assessment and monitoring, and performance improvement programs that reward health plans for
scoring highly on standard quality measures.

Cost-Sharing

Cost-sharing has always been a prominent feature of separate CHIP programs, in part
because CHIP was intended to mirror private coverage. Federal law permits states to impose
various forms of cost-sharing on families enrolled in CHIP, including premiums, copayments,
deductibles, and coinsurance, as long as total cost-sharing remains under 5 percent of a family’s
income. In contrast, cost-sharing for children with incomes below 150 percent of the FPL is
strictly limited. The first CHIP evaluation found that separate CHIP programs had largely
avoided controversy by establishing premiums and copayments at levels that both administrators
and families viewed as fair and affordable. Many key informants believed that such cost-sharing
had a beneficial effect in that it made CHIP feel more like private insurance, instilling a sense of
pride and responsibility in families that contributed to the cost of their children’s coverage (Hill
et al. 2003). Most key informants interviewed for this evaluation continued to view cost-sharing
as a positive component of CHIP, and the vast majority of parents participating in the study’s
focus groups viewed cost-sharing as both fair and affordable, and much less expensive than
private insurance.

Cost-sharing policies vary from state to state and include annual enrollment fees (in two of
the study states), monthly or quarterly premiums (in six states), copayments (in seven states), and
deductibles and coinsurance (in two states) (Exhibit 6). Within each category, states use
differing income guidelines to determine who is subject to cost-sharing, set premiums and
enrollment fees on a per-child or per-family basis, impose copayments at differing levels for
different services and income groups, and use varying administrative rules for collecting and
processing payments.
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Exhibit 6. Cost-Sharing Policies, by State

Monthly/Quarterly
State Annual Enroliment Fee Premium Copayments Coinsurance Deductibles
Alabama X X
California X X
Florida X X
Louisiana X X X X
Michigan X
New York X
Ohio
Texas X X
Utah X X X X
Virginia X
Source: Case study reports prepared by the Urban Institute and Mathematica Policy Research for the CHIPRA-

mandated evaluation of CHIP, 2012.

Six of the 10 study states increased premiums from 2006 to 2010, before the enactment of
MOE rules, mostly in response to worsening state budget conditions. MOE rules in the
Affordable Care Act limited the extent to which states can increase premiums, as they are
considered a condition of eligibility. One state received federal approval to increase its annual
enrollment fee after MOE (Alabama), because the $2-$4 per-child increase was determined to be
an inflation-related adjustment. Instead, states increasingly looked to copayments as a lever to
address budget pressures; most of the states imposing copayments increased them in recent years
as a means of discouraging inappropriate utilization. Copayment increases have not come
without some controversy. State legislators in some of the study states expressed the belief that
increasing cost-sharing was the “last, best option” for preserving CHIP, whereas advocates and
other policymakers were concerned that such increases could deter families from enrolling their
children in CHIP, maintaining coverage in the program, or utilizing services when needed.
Though no hard data were available, informants in Louisiana (for example) blamed high
premiums for low enrollment in LaCHIP Affordable Plan, whereas advocates in Utah believed
that “expensive” premiums for higher income families led to adverse selection. Similarly, some
stakeholders in Texas worried that higher copayments may have prevented families from seeking
timely care.

Despite these concerns, key informants characterized cost-sharing levels in CHIP as
relatively modest, especially compared with commercial coverage. And state officials
universally believed that very few families incurred out-of-pocket costs approaching the 5
percent of income limit. CHIPRA’s requirement that states allow a 30-day grace period before
disenrolling children for nonpayment of premiums was also cited as an important new protection
for families.

Crowd-Out

During the initial development of CHIP, policymakers worried that the new coverage
program would crowd out private insurance by encouraging families to substitute government-
sponsored health insurance for existing employer-sponsored coverage for their children. Many
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were also concerned that employers might stop offering dependent health coverage for their
employees if their children became eligible for CHIP. In response to these concerns, the original
CHIP legislation mandated that all states have “reasonable procedures” in place to protect
against crowd-out despite warnings that such provisions could act as a barrier to enrollment.
Most states devised a range of strategies to prevent or discourage crowd-out, but primarily relied
on waiting periods during which children must be uninsured before they can enroll in CHIP.

Crowd-out was not seen as a major concern, as officials in all 10 study states expressed the
belief that crowd-out prevention provisions effectively deterred families from dropping private
coverage. This finding echoes that of the first CHIP evaluation (Hill et al. 2003). Currently, 9 of
the 10 study states impose waiting periods (ranging from 3 to 12 months) and maintain a range
of other provisions designed to discourage substitution of public for private coverage (Exhibit 7).
During the study period, only Louisiana and New York imposed new waiting periods under
CHIP—doing so only when they significantly expanded eligibility to higher-income families
(those with incomes of at least 250 percent of the FPL in Louisiana and 400 percent of the FPL
in New York). More often, states loosened their anti-crowd-out provisions by either decreasing
the length of a waiting period (Florida) or adding more exceptions to the waiting period for
families in need of coverage for their children.

Exhibit 7. CHIP Crowd-Out Prevention Policies, by State

Database Match to

Health Insurance Private Insurance Cost
State Waiting Period Status Monitored Status Sharing Other
Alabama X X X
California X X X
Florida X X X X
Louisiana X X X X
Michigan X X X
New York X X X
Ohio
Texas X X X
Utah X X X X X
Virginia X X
Source: Case study reports prepared by the Urban Institute and Mathematica Policy Research for the CHIPRA-
mandated evaluation of CHIP, 2012.
Financing

CHIPRA played an important role in increasing and stabilizing federal funding available to
states during a period of considerable economic stress at both the federal and state levels. The
onset of the Great Recession in 2007 led to a doubling of the national unemployment rate to a
high of more than 12 percent in 2010 and put severe pressure on state budgets (which state
constitutions generally require to be balanced). Passage of CHIPRA, however, ended a period of
uncertainty concerning future federal funding for CHIP by committing $44 billion for the
program through 2013. CHIPRA also amended the funding formula for states, rectifying long-
standing inefficiencies by shifting to an allocation based on actual CHIP expenditures.
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Although key informants in the study states described some threats of state cuts to CHIP
funding, the Affordable Care Act’s MOE requirement dramatically limited states’ options for
trimming CHIP (and Medicaid) expenditures. Previously, states experiencing budget shortfalls
could cap enrollment and establish waiting lists for separate CHIP programs. (Only California
did this during the study period, for two months in 2009.) As the recession deepened and
pressure on state budgets intensified, key informants in several states reported that governors and
legislatures had considered caps and other strategies for constraining enroliment growth,
including in Alabama, New York, Virginia, and Utah. In each case, however, MOE
requirements prevented the proposed changes from occurring.

States did adopt some strategies to control costs, according to state officials interviewed for
this study. These included eliminating marketing budgets and limiting outreach to constrain
enrollment growth, moving more enrollees into risk-based managed care, increasing copayments,
and cutting benefits. MOE protections prohibited none of these actions on the part of states.

Preparation for Health Care Reform

The Affordable Care Act has far-reaching implications for CHIP and for children’s coverage
overall. The act extended CHIP funding through September 2015, increased federal matching
rates for CHIP from FFYs 2016 to 2019, and required states to maintain CHIP and Medicaid
coverage for children until October 2019. However, because federal funding after 2015 is not
assured, substantial uncertainty exists about the future of CHIP in FFY 2016 and beyond. Along
with these financing provisions, additional components of the Affordable Care Act have great
potential to affect CHIP programs (Exhibit 8).

CHIP officials have devoted significant time preparing their programs for the changes
needed to comply with the law and, to varying degrees, in assisting their states with preparing for
health reform implementation. States’ past and current experiences with designing and operating
separate CHIP programs are directly relevant to many of the implementation-related decisions
they now face, including designing benefit packages, conducting outreach, providing application
assistance, and coordinating across coverage programs. As a result, CHIP officials in most states
have been at the table in their states’ implementation processes and were committed to ensuring
that their states” CHIP program designs—which aim to provide low-income children with
reliable access to high quality pediatric care—are not lost as implementation of the Affordable
Care Act progresses.

Exhibit 8. Affordable Care Act Provisions Affecting CHIP

e Requires CHIP enrollees from families with incomes below 133 percent of the FPL be transitioned to
Medicaid

o Allows states to cover children of public employees, if minimum agency contributions and other
requirements are met

e Creates a new definition of income—maodified adjusted gross income (MAGI)—that states are required to
use to determine eligibility for nonelderly Medicaid and CHIP beneficiaries

e Requires states to develop automated and streamlined information systems that integrate Medicaid,
CHIP, and health insurance exchange eligibility determinations
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It is not yet clear how CHIP will fit into states’ post-reform environment. Across the study
states, two predominant and opposing sentiments emerged among key informants about whether
(and how) CHIP would operate in 2014 and beyond. On one hand, some expected their state’s
CHIP program to continue into the foreseeable future, given CHIP’s popularity and wide
bipartisan support, and the fact that many CHIP enrollees might not qualify for subsidies in
health insurance exchanges (Kenney et al. 2012). On the other hand, some informants reasoned
that, from a consumer’s perspective, it might be more advantageous for children to obtain
coverage via the exchange because many of their parents are likely to be covered that way and
the entire family could be enrolled in the same plan with the same provider network. Moreover,
it could be administratively inefficient to continue operating separate CHIP programs, especially
in light of the fact that CHIP enrollment in some states will shrink when children from families
with incomes less than 133 percent of the FPL transfer to Medicaid. California is the only study
state that has made a definitive decision about the future of its CHIP program. After intense
debate, policymakers decided to eliminate CHIP by phasing its enrollees into Medicaid over the
course of 2013, a controversial move aimed at reducing state costs that has many key informants
concerned about whether children’s access to care might suffer because of increased pressure on
the capacity of Medicaid’s delivery system.

Conclusions

Case studies in 10 states find that CHIP programs continue to innovate and adapt to
changing circumstances while providing comprehensive health coverage to a growing share of
the nation’s children. CHIPRA provided much-needed federal financial stability to CHIP,
created incentives for states to simplify and streamline enrollment and renewal, provided
significant new support for outreach, broadened coverage of dental and mental health services,
and promoted new child health quality improvement initiatives, among other provisions. In
response, as reflected in this evaluation’s sample, states expanded or maintained eligibility
during the worst economic recession since the Great Depression, continued to adopt strategies
that make it easier for families to apply for and maintain coverage for their children, fine-tuned
benefit packages universally described as generous and comprehensive, maintained cost-sharing
at levels most deemed fair and affordable, delivered services through managed care provider
networks that extend good access to care, and intensified efforts to measure and report on child
health quality. Meanwhile, passage of the Affordable Care Act just one year after CHIPRA
meant extended authorization and funding, yet also raised fundamental questions about the future
role of CHIP in a reformed health care system. Although opinions are mixed on whether CHIP
will survive in its current form over the long run, CHIP officials are committed to the principle
that children should continue to have easy access to comprehensive, high quality pediatric care,
however health systems evolve in the years ahead.
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. BACKGROUND AND HISTORY

The Children’s Health Insurance Program (CHIP), a landmark initiative to broaden health
insurance coverage for low-income children, was created with bipartisan support as part of the
Balanced Budget Act of 1997 (BBA) and reauthorized in February 2009 through the CHIP
Reauthorization Act (CHIPRA).® Over its 15-year existence, the program has (along with
Medicaid) driven a steady decline in the number of uninsured children in the United States, from
11.4 million (or 15.1 percent of all children) in 1997 to 8.0 million (10.0 percent of children) in
2010 (Current Population Survey, Annual Social and Economic Supplement, 1998-2011).

With initial funding of approximately $40 billion for the 10-year period ending in 2007,
CHIP was structured to pick up where state Medicaid eligibility thresholds end and allow states
to offer coverage to children living in families with incomes up to 200 percent of the federal
poverty level (FPL) and beyond (Wooldridge et al. 2005). While Medicaid is an entitlement
program with no spending cap, CHIP was designed as a block grant program that set federal
allotments for each state based on the number of uninsured children residing there (as well as
other factors), and is matched with federal dollars at an enhanced rate compared to Medicaid.
Congress also deliberately designed CHIP to give states more control over program design
compared to Medicaid. Most important, the BBA gave states three options for expanding
coverage—through Medicaid, the creation of a new separate CHIP program, or through a
combination of the two approaches. For states choosing to enact separate programs, additional
flexibility was extended that allowed them, within certain federal parameters, to design CHIP
benefit packages that were less comprehensive than Medicaid’s, impose cost sharing, develop
alternative service delivery systems, adopt simpler eligibility rules and processes, and set up new
structures for administering the program outside of state Medicaid agencies (Hill 2000). The law
also explicitly allowed states to use a portion of their administrative funds to conduct outreach
for CHIP (and by extension, children eligible for Medicaid)—a new role for many states (Perry
et al. 2000; Williams and Rosenbach 2007).

States quickly adopted and implemented CHIP. By the first anniversary of the BBA, 48
states had submitted plans to the federal Health Care Financing Administration’® and 41 states
had received approval (Hill 2000). As of mid-2000, every state and the District of Columbia had
programs in place and were enrolling children (Hoag et al. 2011). By then, it was clear that a
minority of states—18 of 51, about one-third—had elected to expand children’s coverage solely
by expanding Medicaid. In contrast, 36 states chose to create new separate CHIP programs,
either alone or in conjunction with relatively smaller Medicaid expansions! (Hill 2000). The
reasons given by state policymakers for this enthusiastic embrace of separate program models
centered on the view that CHIP provided an opportunity to test new models of coverage
patterned after private health insurance, to build new partnerships between government and the

®Title XX created what was originally called the State Children’s Health Insurance Program, or SCHIP;
CHIPRA in 2009 simplified the program’s name to CHIP.

1% The Health Care Financing Administration was the federal agency responsible for CHIP and Medicaid
administration at the time; it is now called the Centers for Medicare & Medicaid Services, or CMS.

! Fifteen states implemented only separate program expansions, and 18 adopted combination expansions.
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private sector, and to design systems that were distinctly different from the Medicaid models of
the past (Hill et al. 2003). With regard to this latter point, stakeholders often cited political
resistance to expansions of Medicaid because of its entitlement nature and resulting
uncontrollable budget implications, provider dislike of the program due to low payment rates,
and concern in some states that consumers would be less eager to enroll their children in
Medicaid due to stigma attached to the program and its onerous welfare-based eligibility systems
(Hill et al. 2003).

In the first three years of the program, enrollment tripled—from about one million children
ever enrolled in 1998 to 3.3 million in 2000 (Wooldridge et al. 2003). Program enrollment
continued to grow over the following decade, though at a slower pace; in 2010, 7.7 million
children were enrolled in CHIP at some point during the year.*?**

CHIP has not been a static program; over the years, Congress has legislated changes to the
program, primarily related to funding. For example, early on states identified problems with the
formula for determining state allotments which had resulted in some states receiving surplus
CHIP funds and others experiencing shortfalls (Peterson 2006; Peterson 2009). The Balanced
Budget Refinement Act of 1999 revised aspects of the state allotment formula and provided
additional funding for CHIP, but disparities remained. As a result, the Deficit Reduction Act of
2005 increased funding once again to help avert state CHIP deficits (Hoag et al. 2011).

A. Passage of CHIPRA and Key Provisions

CHIP was originally legislated as a 10-year program. As the program was set to expire in
2007, Congress passed two versions of legislation with bipartisan support that would have
reauthorized CHIP, but President George W. Bush vetoed both bills. A temporary
reauthorization was passed at the end of the year extending CHIP through March 2009 with a $5
billion per year appropriation. In January 2009, the U.S. House of Representatives and Senate
passed CHIPRA, and one of President Barack Obama’s first acts as President was to sign the law
on February 4, 2009. The law provided significant new financial support for the program,
including $44 billion in new funding (in addition to the $25 billion already appropriated) through
federal fiscal year 2013.*

CHIPRA also amended the CHIP funding formula: beginning in April 2009, state
allotments are now based on actual CHIP expenditures, instead of the prior formula, which
allocated funds to each state based on the number of low-income children, the number of low-
income uninsured children, and health sector wages in each state (Czajka and Jabine 2002;

12CMS CHIP Statistical Enrollment Data System (SEDS) as of February 18, 2011, verified and provided by
CMS

3 Federal legislation, passed in 2000 and 2001, permitted states to utilize unspent CHIP funds to cover low-
income, uninsured adults who did not qualify for Medicaid. In 2005, the Deficit Reduction Act prohibited additional
states from using CHIP funds to cover adults without dependent children. By FY2007, 9 states were covering
293,983 low-income adults, including one of the study state (Michigan). CHIPRA prohibited states from providing
any coverage to adults utilizing CHIP funds, but permitted existing state waivers to continue coverage through
September 2011 (Parisi 2009).

! The Affordable Care Act extended funding for CHIP to 2015.
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Sullivan 2009). In addition, during federal fiscal years (FFY's) 2009 and 2010, all states were
scheduled to receive larger allotments than they had in the past, even if historically they did not
spend all of their allotments (Sullivan 2009). However, beginning in FFY 2011, CHIP
allotments were based on how much states spent in FFY 2010—qgiving states an incentive to try
to enroll and retain as many uninsured children as possible, to maximize expenditures and thus
maximize their allotments (Sullivan 2009). Going forward until FFY 2015, allotments will be
revised every two years, based on the extent to which states spend their previous year’s
allotments, and a contingency fund is established for states that experience shortfalls.

Other finance-related changes included in CHIPRA were the establishment of a performance
bonus fund to encourage states to adopt innovative policies and reward improved enrollment and
retention of children; the appropriation of $100 million to support new outreach grants to support
public awareness and application assistance efforts in states and communities (including
federally-recognized American Indian tribes), and the establishment of enhanced matching rates
for translation and interpretation services to support efforts to enroll harder to reach children in
non-English speaking households (Kaiser Commission on Medicaid and the Uninsured 2009b;
PL 111-3, Section 104).

Beyond financing changes, CHIPRA made a number of other important policy changes in
CHIP. Some of the more important ones included:

Eligibility and Enrollment:

e Creating an explicit new eligibility category for pregnant women in CHIP;

e Giving states the option to cover legal immigrant children and pregnant women who
were previously prohibited from obtaining CHIP or Medicaid during their first five
years of residence in the U.S,;

e Reducing barriers for states creating premium assistance programs for children and
families, making it easier for states to use CHIP funds to subsidize families’ purchase
of employer sponsored insurance;

e Prohibiting states from covering parents of children enrolled in CHIP;

e Allowing states to adopt Express Lane Eligibility® for children in CHIP and
Medicaid; and

e Requiring states to verify citizenship of all applicant children as part of the eligibility
determination process (as had been required in Medicaid by the Deficit Reduction Act
of 2005, P.L. 109-171), but allowing them to do so electronically through data
matches with the Social Security Administration (Kaiser Commission on Medicaid
and the Uninsured 2009b).

15 Express Lane Eligibility allows states to use the findings of other need-based programs to establish
eligibility for Medicaid or CHIP.
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Benefits:

e Requiring states to offer dental coverage in their CHIP benefit packages (previously a
state option, though nearly every state already covered preventive dental services),
and allowing states to provide dental-only supplemental coverage for children who
otherwise qualify for CHIP but have private health insurance that does not include
dental; and

e Requiring mental health parity, such that mental health benefits are offered at the
same amount, duration, and scope as physical health benefits.

Quality Measurement and Improvement:

e Establishing a new initiative to improve the quality of care provided to children,
including the development of new child-specific quality measures, creation of new
electronic medical record systems for children, and funding of demonstrations
projects for child health quality improvement.

B. The CHIPRA Evaluation of CHIP and its Case Studies

The CHIPRA legislation mandated that an evaluation of CHIP be conducted to help
Congress understand the program’s role as an insurer of children in a time of changing coverage
requirements, declines in private coverage, and economic volatility in the states. In September
2010, Mathematica Policy Research, Inc. and its partner the Urban Institute were awarded the
three-year contract to conduct this evaluation, which is being overseen by the Office of the
Assistant Secretary for Planning and Evaluation (ASPE) at the U.S. Department of Health and
Human Services (DHHS). The CHIPRA-mandated evaluation was intentionally patterned after a
previous Congressionally-mandated evaluation (Wooldridge et al. 2005), also conducted by
Mathematica and the Urban Institute and overseen by ASPE. Like the prior study, Urban led the
case study task for this evaluation.

The current evaluation provides new insights into how the program has evolved and matured
since its early years, how states have grappled with important implementation challenges related
to enrolling, retaining, and delivering care to children in low-income families, what impacts on
children’s coverage and access to care have occurred, and what new issues have arisen as a result
of policy changes related to CHIPRA and the Affordable Care Act. Using a mixture of
quantitative and qualitative research methods, it draws on new primary data collection efforts
modeled after the previous evaluation, including surveys of enrollees and disenrollees in CHIP
(10 states) and Medicaid (3 States), site visits and focus groups in the 10 study states, and a
survey of program administrators in every state. The period of time examined for the case
studies is from 2006 (the end-date of the previous Congressionally mandated CHIP evaluation)
through 2012.

This report synthesizes the cross-cutting findings from in-depth case studies conducted in
the 10 study states: Alabama, California, Florida, Louisiana, Michigan, New York, Ohio, Texas,
Utah, and Virginia (Table 1.1). Following careful selection criteria, these 10 states were chosen
for the study because they represent diverse approaches to providing CHIP coverage, are
geographically diverse, and contain a significant portion of the nation’s uninsured children,
among other factors. Specifically, the 10 states in our sample:

4
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e Together represent 53 percent of the nation’s uninsured children, and 57 percent of all
children enrolled in CHIP;

e Include the four largest CHIP programs in the nation—California, Florida, New York,
and Texas;

¢ Include four states with separate CHIP programs (Alabama, New York, Texas, and
Utah), one Medicaid expansion (Ohio), and five combination programs (California,
Florida, Louisiana, Michigan, and Virginia);

e Range from a state with the most liberal income eligibility limit in the nation—New
York at 400 percent of FPL—to states with some of the lowest income limits—200
percent of FPL in Florida, Michigan, Ohio, Texas, Utah, and Virginia;

e Represent various administrative arrangements whereby CHIP and Medicaid are
managed by either the same or different agencies; and

o Reflect a diverse range of service delivery models, including risk-based managed
care, fee for service (FFS), systems where CHIP and Medicaid provider networks are
almost identical, and systems where they are almost completely separate.

Four- to five-day site visits were conducted in each of the 10 states between February and
September 2012.'° Interviews were conducted with approximately 40 key informants in each
state, representing such stakeholders as state CHIP and Medicaid officials, Governors’ health
policy staff, state legislators involved with health issues, health plans participating in CHIP and
Medicaid, pediatric and safety net providers, child and family advocates, and community-based
organizations involved in outreach and enrollment. In addition, three focus groups were
conducted in each state with parents of children enrolled in CHIP, exploring their experiences
enrolling their children into coverage, renewing that coverage, obtaining various types of
services, and paying for care, among other issues.'” In-depth case studies of each state were
developed and published separately, based on a synthesis of information gathered from the
interviews and focus groups

C. Organization of Remainder of the Report

This report synthesizes findings from 10 in-depth state case studies and highlights broad
themes that have emerged since the previous evaluation was conducted. Following the structure
of the individual case study reports, this cross-cutting report is organized to report on state CHIP
program policies and implementation experiences related to: eligibility, enroliment, and
retention; outreach; benefits; service delivery, access to care, and quality; cost sharing; crowd-
out; financing; and preparation for health care reform. The report concludes with a summary of
cross-cutting lessons learned by the states.

18 Detailed methods for the case studies, including key informant interviews and focus groups, are presented in
Appendix A.

" For comparison purposes, a smaller number of focus groups were also held with parents of children
disenrolled from CHIP; parents of children eligible for, but not enrolled in, CHIP; and parents of children with
employer-sponsored health insurance.
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Table I.1. Key Characteristics of 10 Study States

Upper Percent CHIP National

Income Number Ever Enrollees Ranking by Percent
State Program Type Threshold Enrolled, 2010 Nationally Program Size Uninsured
Alabama Separate 300% 137,545 1.4% 19 6.8%
California Combination 250% 1,731,605 22.1% 1 11.2%
Florida Combination 200% 403,349 5.4% 4 18.3%
Louisiana Combination 250% 157,012 1.9% 14 11.0%
Michigan Combination 200% 69,796 1.0% 26 5.9%
New York Separate 400% 539,614 6.9% 3 8.1%
Ohio Medicaid 200% 253,711 3.5% 6 7.9%

Expansion

Texas Separate 200% 928,483 12.2% 2 19.2%
Utah Separate 200% 62,071 .75% 30 11.0%
Virginia Combination 200% 173,515 2.3% 11 8.6%
Source: Case study reports prepared by the Urban Institute and Mathematica Policy Research for the CHIPRA-

mandated evaluation of CHIP, 2012
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II. ELIGIBILITY, ENROLLMENT, AND RETENTION

Since its inception, the Children’s Health Insurance Program (CHIP) has proven a fertile
testing ground for state innovations related to eligibility policy and the simplification of
enrollment and renewal procedures. With the multiple goals of expanding income eligibility,
streamlining initial health program enrollment, and facilitating children’s retention of coverage,
these innovations have grown more numerous and diverse over the life of CHIP.

Reflecting the national trend in the early 2000’s, the 10states included in the first
congressionally-mandated evaluation’s case studies rapidly adopted eligibility expansions, more
than doubling their average upper income limits for children from 111 percent of the federal
poverty level (FPL) to 232 percent of the FPL. That evaluation also documented widespread
state efforts to implement such enrollment simplification strategies as: creating shorter joint
CHIP and Medicaid application forms, eliminating requirements for face-to-face interviews with
eligibility workers, permitting CHIP applications to be submitted by mail, dropping the asset test
from the CHIP eligibility process, extending 12 months of continuous eligibility to children, and
providing hands-on application assistance to parents interested in getting their children covered.
Importantly, over time, many of the innovations that proved effective under CHIP spilled over to
Medicaid, as state officials worked to align the two programs’ policies. And, as CHIP programs
continued to mature, state officials increasingly realized their programs were challenged in
keeping children covered, and so began to adopt a range of simplification strategies for their
eligibility renewal processes (Hill et al. 2003).

This evaluation finds that states have continued to expand coverage and simplify enroliment
and renewal. Among other things, more financial stability and administrative flexibility in the
aftermath of CHIPRA led the majority of this study’s states to further raise upper income
eligibility limits and/or add other new groups of children to coverage. Spurred by direct
financial incentives in the law, states continued to adopt cutting-edge strategies to improve
enrollment and retention. And with advances in technology, states have broken new ground in
rolling out online applications and integrated data systems that can administratively verify
applicants’ income, employment, citizenship, and other information behind the scenes, generally
reducing the amount of direct interaction needed between parents and programs to establish and
maintain coverage. Combined, these advances provide policymakers with many lessons
regarding effective, modernized eligibility systems as states prepare for health care reform
implementation under the Affordable Care Act.

Challenges persist, however, especially in cases where CHIP and Medicaid policies and
procedures are not fully aligned, and where administrative functions for the two programs are not
co-located. Furthermore, the onset and slow recovery from the Great Recession placed new
stressors not only on state budgets but also on eligibility systems, as more families lost jobs and
needed public assistance. But maintenance of effort rules established by the American Recovery
and Reinvestment Act (ARRA) of 2009 and extended and broadened by the Affordable Care Act
proved critical in safeguarding CHIP and Medicaid programs during this difficult time and
stabilized the programs’ availability to needy children and families. Indeed, across the nation
and despite the economic downturn, most states maintained or even improved eligibility for
CHIP and Medicaid since CHIPRA and participation in the programs reached an all-time high of
nearly 86 percent in 2010 (Kenney et al. 2012).
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A. Eligibility Policies and Trends

As across the nation, each of the 10 states included in this evaluation either maintained or
expanded eligibility during the study period of 2006 through 2012. Sometimes this was due to
increases in upper income eligibility thresholds, and other times it was due to adding coverage of
new groups of children or pregnant women.

1. Changes in Coverage

Table 11.1 displays each study state’s upper income limits as a percent of FPL, by age, for
separate CHIP programs, Medicaid expansion components, and Medicaid programs. As
discussed in Chapter I, study states include four with separate programs (Alabama, New York,
Texas, and Utah); one Medicaid expansion (Ohio); and five combination programs (California,
Florida, Louisiana, Michigan, and Virginia). Table 11.2 indicates program enrollment in the
states” CHIP programs in 2010, including the relative contributions that Medicaid expansion and
separate program components make to total enrollment. As can be seen, in the five combination
program states, the separate programs account for the majority of total enroliment, compared
with relatively smaller Medicaid expansion components. The one exception to this is found in
Virginia, where the separate and Medicaid expansion components are much closer to equal in
size.

Four of the 10 study states expanded eligibility during the study period by raising upper
income thresholds. Specifically:

e Alabama expanded the upper limit of its separate ALL Kids program from 200 percent
to 300 percent of poverty in 2009.

e Louisiana added a new separate component to its Medicaid expansion LaCHIP
program—called LaCHIP Affordable—in 2008, raising its upper limit from 200
percent to 250 percent of FPL.

e New York raised its upper limit for Child Health Plus to 400 percent of FPL—highest
in the nation—in 2009 after President Obama rescinded the Bush Administration’s
directive that had limited states ability to expand children’s coverage beyond 250
percent of FPL. (New York has always had a buy-in component for its CHIP
program; with the 2009 expansion to 400 percent of poverty, families with incomes
over that amount can buy into Child Health Plus for the full premium price.)

¢ Virginia, between 2005 and 2009, incrementally expanded its FAMIS Moms program
for pregnant women from 134 percent to 200 percent of FPL.

The six remaining states—California, Florida, Michigan, Ohio, Texas, and Utah—
maintained their upper income eligibility limits through the study period, though notable events
did occur, some of which constrained enroliment and others that expanded it. Specifically:

e California, facing a severe state budget deficit in 2009, elected to freeze enrollment in
its separate Healthy Families program for three months, representing the only state in
our sample to institute such a freeze;
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e Ohio received federal approval to raise income eligibility to 300 percent of poverty
effective July 2009, but decided not to implement the expansion in the face of
growing budget stress; and

e Utah made a significant change to its eligibility policy in 2008 when it changed from
periodic to year-round open enrollment for its CHIP program. This brought the
state’s program into alignment with all others across the nation, stabilized coverage
opportunities for eligible children, and contributed to steady enrollment increases,
according to key informants in the state.

Several states expanded eligibility through other means during the study period. For
example:

e California, Texas, and Virginia took advantage of CHIPRA authority to add coverage
of legal immigrant children during their first five years of residence;*®

e Virginia also added coverage of legal immigrant pregnant women using CHIPRA
authority;

e Alabama, Florida, and Texas used authority granted by the Affordable Care Act to
add CHIP coverage of income-eligible children of state employees; and

e Louisiana and Texas used the unborn child option to add coverage of otherwise-
eligible uninsured pregnant women.

18 All three of these states covered this population before CHIPRA, but did so with state-only funds.
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Table 1l.1. CHIP Eligibility as a Percentage of the Federal Poverty Level, FFY 2012

Infants Ages 1t05 Ages 6to 15 Ages 16 to 19

Program Medicaid  Separate Medicaid  Separate Medicaid  Separate Medicaid Separate
State Type Medicaid Expansion Program | Medicaid Expansion Program | Medicaid Expansion Program | Medicaid Expansion Program
Alabama  Separate 133% N/A 300% 133% N/A 300% 100% N/A 300% 100% N/A 300%
California®  Combination  200% 8 300% 133% 2 250% 100% 8 250% 100% 8 250%
Florida Combination  185% 200% N/A 133% N/A 200% 100% N/A 200% 100% N/A 200%
Louisiana  Combination ~ 133% 200% 250% 133% 200% 250% 100% 200% 250% 100% 200% 250%
Michigan  Combination 185% N/A 200% 150% N/A 200% 150% N/A 200% 100% 150% 200%
New York  Separate 200% N/A 400% 133% N/A 400% 133% N/A 400% 133% N/A 400%
Ohio '\E"edicai.d 150% 200% NA | 150% 200% N/A 150% 200% N/A 150% 200% N/A

Xpansion
Texas Separate 185% N/A 200% 133% N/A 200% 100% N/A 200% 100% N/A 200%
Utah Separate 133% N/A 200% 133% N/A 200% 100% N/A 200% 100% N/A 200%
Virginia Combination  133% N/A 200% 133% N/A 200% 100% 133% 200% 100% 133% 200%
Sources: Case study reports prepared by the Urban Institute and Mathematica Policy Research for the CHIPRA-mandated evaluation of CHIP, 2012. Kaiser State

Health Facts.

@ California’s Medicaid Expansion CHIP program uses Title XXI dollars to effectively eliminate the assets test for children by covering those who would otherwise be

Medicaid
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Three of the study states maintained or expanded premium assistance programs during the
study period. Florida’s CHIP In program works with businesses and family relatives to solicit
donations to help families afford CHIP premiums. The Utah Premium Partnership,
implemented in 2006, subsidizes premiums for employer-sponsored coverage based on family
income, size, and whether or not the coverage meets basic state guidelines. Virginia’s FAMIS
Select was also adopted during the study period and subsidizes dependent coverage for families
with access to employer-sponsored insurance.)

Table II.2. Number of Children Ever Enrolled in CHIP, FFY 2010

State Medicaid Expansion Programs Separate Programs Total

Alabama N/A 137,545 137,545
California 388,740 1,342,865 1,731,605
Florida 1,114 402,235 403,349
Louisiana 147,532 9,480 157,012
Michigan 14,422 55,374 69,796
New York N/A 539,614 539,614
Ohio 253,711 N/A 253,711
Texas N/A 928,483 928,483
Utah N/A 62,071 62,071
Virginia 81,434 92,081 173,515

Source: CMS CHIP Statistical Enroliment Data Systems (SEDS), 2011.

2.  Maintenance of Effort Protections

Maintenance of effort (MOE) rules instituted by ARRA and extended and broadened by the
Affordable Care Act prohibit states from cutting eligibility and enroliment policies for Medicaid
and CHIP to levels that are more restrictive than those in place when the Affordable Care Act
was enacted in March 2010. These requirements apply until 2014 for adults and until 2019 for
children in Medicaid and CHIP, with some limited exceptions.

State officials and other key informants in four of the study states reported that MOE rules
played a crucial role in protecting CHIP and Medicaid eligibility standards in recent years, as
state budgets came under pressure during the recession. For example, Alabama officials, facing
a $10 million shortfall in 2012, asked CMS for permission to freeze enrollment in All Kids, and
also to raise premiums beyond specified limits. Both requests were viewed as violating MOE
and were denied.*® The New York state legislature briefly considered cutting back its CHIP
expansion from 400 percent of poverty, as well as reinstating the face-to-face interview for
Medicaid, but stopped when they were told the moves would violate MOE rules. The Virginia
legislature moved a bill that would have reduced income eligibility for FAMIS from 200 percent
to 175 percent of FPL but that, too, was halted by the federal safeguard.

19 Alabama was permitted to increase copayments, however, as such a change does not affect program
eligibility.

11
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B. Enrollment Policies and Procedures

Enrollment simplification continued to be a major priority of CHIP programs in most of the
study states. CHIPRA played a direct role in spurring this continued interest, making available
performance bonuses for states that adopt a set of enrollment and retention simplification
strategies that experience has shown to be helpful in facilitating children’s access to coverage.
Specifically, to be eligible for a performance bonus, states must adopt at least five of the
following eight strategies:

e 12-month continuous coverage;
e No asset test (or simplified asset test);

e No face-to-face interview;

e Joint application (and same information verification processes for Medicaid and
CHIP);

e Administrative or ex parte renewals;
e Presumptive eligibility;
e Express Lane Eligibility; and

e Offer premium Assistance.

Except for premium assistance, states must adopt these measures for both CHIP and
Medicaid to qualify for a bonus (Kaiser Commission on Medicaid and the Uninsured, 2009). In
addition to adopting these strategies, states must also meet Medicaid enrollment growth targets
established by CMS that demonstrate the strategies have resulted in significant improvement in
enrollment and retention.

Over the years leading up to 2009, most states across the nation had adopted some, if not all,
of these strategies. In fact, the options to drop assets from eligibility determination and to
eliminate face-to-face interview requirements were already in place in all but a handful of states.
But other strategies—Ilike presumptive eligibility—were much less common, and Express Lane
Eligibility was a brand new option created by the law. CHIPRA therefore aimed to stimulate
further and more consistent action across the states.

Parents with children enrolled in CHIP who participated in focus groups in the study states
generally praised the ease with which they were able to apply for and obtain health coverage for
their children (see Focus Group Box I1-1).

12
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1. CHIPRA Performance Bonuses in the Study States

Five of the 10 study states qualified for CHIPRA Performance Bonuses during one or more
years of the study period—Alabama, Louisiana, Michigan, Ohio, and Virginia—Dbut all of the
states had numerous policies designed to simplify children’s enrollment, and many of these were

in place prior to CHIPRA
(See Table 11.3). The five
states qualifying for bonuses
had no asset test or in-person
interview requirement, and
all used joint
CHIP/Medicaid application
and renewal forms and
procedures. Four had 12-
month continuous eligibility
in both Medicaid and CHIP.
Three used administrative or
ex parte renewal, while two
had presumptive eligibility.
Just one state—Virginia—
added premium assistance so
that it could qualify for
bonus monies.

Notably, two additional
states—California and New
York—also met five of the
eight performance bonus
criteria, but did not receive
award funds. Neither state
experienced sufficient
Medicaid enrollment growth
to earn bonuses, a sensitive
and frustrating issue for
officials in these states who
felt they were being
punished for having

Focus Group Box II-1: Enrollment

Parents consistently reported being satisfied with the CHIP eligibility and
enrollment process, describing it as quite easy. Some observed that the
process had improved over time.

“l didn't have any problems. It was easy, really.” (Louisiana)

“l didn’t even know that my kids could get [CHIP] ... | was pleasantly surprised
and went for it.” (Michigan)

“l did [the online application] three months ago. | didn’t have to send anything...it
was a surprise.” (California)

“[This time] the application process was better...much easier than when | first
applied years ago.” (Florida)

“I went online...it was just a lot of questions, but it wasn’t hard.” (Alabama)

The primary exception was among self-employed parents who struggled to
produce necessary income and other documents.

“That was a nightmare...being self-employed. | don't have the same tax
papers...as a working person. | was trying to do it myself...and | would just tear
my hair out every time. Until | found the [application assistor]...and it was like the
sun broke through the clouds.” (New York)

“The hardest part for me is just the hassle of pulling up the current bank account
information...and pulling up different balances and collecting the information for
the verifications that they wanted.” (Utah)

Some parents described problems that arose when their circumstances
changed and their children had to transfer between CHIP and Medicaid, or
vice versa.

“There was a gap in coverage of maybe two months between Medicaid and
[CHIP]. The agencies didn't communicate; they didn't offer to switch to [CHIP]
from Medicaid.” (Florida)

Several parents mentioned poor treatment by the staff or variations from
county to county.

“They [county eligibility caseworkers] act like [benefits] are coming out their
pocket.” (Ohio)

“I've been in [three] different counties...it is a little bit different where you go
and how you are treated.” (Ohio)

achieved successful enrollment in the decade leading up to CHIPRA. Utah, meanwhile, adopted
its fifth strategy in FFY 2012 and will receive a bonus next year.

13
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Table 11.3. CHIPRA Performance Bonus Criteria, 2012

FY 2009 FY 2010 FY 2011
12-Month No No In- Joint Administrative Express Bonus Bonus Bonus
Continuous  Asset Person Medicaid/ or Ex Parte Presumptive Lane Premium Payment Payment Payment
State Eligibility Test Interview  CHIP Form Renewal Eligibility Eligibility Assistance (in millions)  (in millions) (in millions)
Alabama® X X X X X $1.47 $5.69 $19.77
California X X X X X N/A N/A N/A
Florida X X X X X N/A N/A N/A
Louisiana X X X X X $1.55 $3.66 $1.93
Michigan X X X X X $4.72 $8.44 $5.90
New York® X X X X X N/A N/A N/A
Ohio X X X X X N/A $13.13 $21.04
Texas X X X N/A N/A N/A
Utah® X X X X X N/A N/A N/A
Virginia X X X X X N/A N/A $26.73
Sources: Case study reports prepared by the Urban Institute and Mathematica Policy Research for the CHIPRA-mandated evaluation of CHIP, 2012; DHHS,
2012 “CHIPRA Performance Bonuses: A History (FY2009-FY2012).”; DHHS, 2011, “FY2011 CHIPRA Performance Bonus Awards.”
Notes: This table reflects the status for FFYs 2009-2011 and does not include enrollment simplifications that did not qualify a state for a performance bonus.

States that met 5 out of 8 simplification strategies and did not receive a bonus (California, New York, and Utah) were not eligible due to their inability
to meet enroliment growth targets in Medicaid.

@ Alabama’s FY2009 and FY2010 performance bonus amounts have been revised due to an error in the calculation of the enrollment data originally reported to
CMS; these amounts are still considered preliminary while the review process continues.

® New York adopted and received federal approval of an Express Lane Eligibility State Plan Amendment in FFY 2012 (not shown here because this is the status
for FFYs 2009-2011).

°Utah adopted and received federal approval of an Express Lane Eligibility State Plan Amendment in FFY 2012 (not shown here because this is the status for
FFYs 2009-2011). As a result, Utah received a performance bonus in FFY 2012.
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Quite significant sums of money were awarded to states through this bonus process.
Alabama, for example, received bonuses in FFY 2009, 2010, and 2011, totaling nearly $27
million.?® Louisiana and Michigan, similarly, received bon