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Sheets on Congressional Proposals to Use $28 Billion to
Expand Coverage for Low-Income Parents

Thisyear’s federal budget resolution has a reserve fund of $28 billion that can be used to
help reduce the number of uninsured people in the United States. One of the main proposals that
isunder discussion and that islikely to be considered by the Senate Finance Committee would
give states the option to expand insurance coverage for low-income parents of children who are
eligiblefor Medicaid or the State Children’s Health Insurance Program (SCHIP).

An earlier paper (Jocelyn Guyer, Congress Has a $28 Billion Opportunity to Expand Coverage
for Families with Children, Center on Budget and Policy Priorities, July 2001 at www.cbpp.org )
discussed the general context and the importance of prompt action by Congress. The attached
package of fact sheets provide information on afew key aspects of the proposal to expand health
insurance coverage for low-income parents:

. Insuring Parents Helps Children: A Fact Sheet. Discusses how previous state initiatives
to expand eligibility for parents have led to substantial increases in the enrollment of low-
income children and how this helps improve children’ s access to health care.

. The Vast Majority of Low-Income Uninsured Parents Are Part of Working Families: A
Fact Sheet. Explains that most low-income uninsured parents are in working families
who are unable to obtain private job-based insurance.

. Helping Married Families by Expanding Parents' Insurance Coverage: A Fact Sheet.
Explains that three-fifths of uninsured, low-income parents are married and that
expansions of eigibility can reduce the risk that women lose insurance if they marry.

. Improving Rural Parents Health Insurance Coverage: A Fact Sheet. Discusses the fact
that rural families are more likely to be uninsured and more likely to use Medicaid, so
that they could be aided by efforts to expand parents’ insurance coverage.



INSURING PARENTS HELPS CHILDREN: A FACT SHEET

The ideathat expanding health insurance coverage to low-income parents also helps their
children gain coverage was stressed by then-governors Tommy Thompson of Wisconsin and Christine
Todd Whitman of New Jersey when they announced their states initiatives to expand coverage for low-
income parents whose children are eligible for Medicaid or the State Children’s Health Insurance
Program (SCHIP). In addition, Gary Stangler, the human services commissioner in Missouri under
governors Ashcroft and Carnahan, noted that after his state expanded parents’ igibility, “With no
outreach, no advertising, no partnerships to spread the word, enrollment soared....Helping adults greatly
contributed to the enrollment of children.”*

This brief fact sheet reviews the compelling evidence that expanding coverage to low-income
parents so all members of the family can be covered under the same program, can help more children
gain coverage and help them use health services more effectively. Expanding coverage for low-income
parents, thus, would build upon the successes and strengths of state and federal child health initiatives.

Insuring Parents Increases Children’s Coverage

Since the enactment of SCHIP in 1997, every state has expanded child health insurance coverage.
Most states now offer coverage to low-income children living in families whose incomes are less than
twice the poverty level ($29,260 per year for afamily of three). However, about seven million children
who are eligible for SCHIP or Medicaid were uninsured in 1999, the last year for which Census data are
available; these children make up about 95 percent of all low-income uninsured children.? Expanding
coverage for parents can facilitate enrollment of these eligible but uninsured children, because the whole
family can apply for coverage together in the same plan.

. In general, when parents are insured, their children are insured aswell. Over 90 percent
of the low-income children with insured parents are themselvesinsured. By contrast,
fewer than half (48 percent) of the children with uninsured parents have coverage.®

. Research has found that when states
broaden eligibility for parents, more
eligible children gain coverage. A In States That Expanded Parents' Coverage,
recent Urban Institute study found Fewer Low-income Children Are Uninsured
that the proportion of low-income % of children eligible for Medicaid who are uninsured

children who were eligible for
Medicaid but uninsured was about
half aslargein states that have
broadened Medicaid coverage for
low-income parents as in states
without such expansions.”
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that the proportion of eligible
children who participated in
Medicaid rose faster in states that implemented expansions that covered parents than in
states that did not. Y oung children’s participation rates increased from 51 to 67 percent
after the states implemented family-based expansions, while changing from 51 to 54
percent in states without such expansions.®
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Children with Insured Parents Use Health Services More Effectively

In addition to stimulating greater insurance coverage among children, insuring parents can
improve their children’s use of health services. When parents have seen a doctor, their children are two
or three times more likely to see one, t00.° This may reflect the fact that it is easier to use health services
when the whole family is covered under the same health plan and can use the same providers.

. A new study from Pennsylvania State University assessed how insurance coverage
affects low-income children’ s use of preventive health services. The use of well-child
visits, which are recommended by the American Academy of Pediatrics, was highest
when both children and parents were enrolled in Medicaid. Children in such families
used preventive care more than low-income children with other combinations of
insurance coverage, including situations where both children and parents had private
coverage, where the children had Medicaid but the parents were uninsured, and where
the children were uninsured.’

. Evaluations of state expansions that covered parents and children alike have documented
impressive improvements in health care access for adults and children, such asincreases
in the use of preventive and primary care services like Pap smears for women and well-
child visits for children. Those who gained insurance coverage were better ableto obtain
medical care when they needed it and were more satisfied with their health care than
comparable adults and children who were uninsured.?
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THE VAST MAJORITY OF LOW-INCOME UNINSURED PARENTS
ARE PART OF WORKING FAMILIES: A FACT SHEET

Although it is commonly thought that low-income parents who are uninsured lack coverage
because they have little or no connection to the workforce, the reality is that the vast mgjority of low-
income uninsured parents are part of working families. Infact, as explained in more detail in this fact
sheet, low-income parents are far more likely to be uninsured if they are working than if they are not.
(For purposes of this fact sheet, low-income is defined at those with family income below 200 percent of
the poverty line, $29,260 a year for afamily of three.)

Most Low-Income Uninsured Parents Are in Working Families
In 1999, the latest year for which these data are available, 6.9 million low-income parents caring

for children age 18 or younger — one of every three in the country — were uninsured. Nearly nine of
every ten low-income uninsured parents — 87 percent of them — are members of working families.

Low-income parents are at high risk of being
uninsured even though they are working, in large
part because they often do not have access to
affordable employer-based coverage through their
own or aspouse' sjob. For example, among
workers who earn less than $20,000 a year, almost Wofkg‘?%/ofam”y
half are not offered health insurance by their
employers, and many who are offered insurance at
work decline it because they cannot afford the
insurance premiums.

Nearly Nine in Ten Low-Income Uninsured
Parents Are Part of Working Families

Non-working family
13%

It can be particularly difficult for low-
income parents who work in certain types of jobs to 6.9 Million Uninsured Low-Income Parents

secure coverage. People who work in fields like

agriculture, forestry, fishing, mining or construction are about twice as likely to be uninsured as others
and those in retail and service sector jobs also are more likely to lack coverage. Employersin these
sectors are less likely to offer health insurance to their workers. Parents who work in small businesses
also are much lesslikely to be offered employer-based insurance. In addition, some parents work for
employers that offer coverage, but the parents are not eligible to participate because they have only
recently started their jobs or work part-time. Finally, in most companies, the share of the insurance
premium that an employee must pay is the same no matter how much aworker earns, so low-income
workers can have a harder time affording insurance when it is offered. The bottom line is that millions of
parents work hard but are unable to obtain affordable health insurance through their employers.

Parents’ Eligibility Levels Are Often Set Far Below the Poverty Line

At the same time, low-income working parents are largely ineligible for publicly-subsidized
coverage. The magjority of states provide coverage to parents only if the parents are poor enough to
qualify for welfare. Half of all states provide coverage to aworking parent with two children only if the
parent’s earnings fall below roughly $10,000 a year, an amount that |eaves the family nearly $5,000
below the poverty line. Inthetypical (or median) state, aworking parent with two children becomes
ineligible for coverage when her earnings reach 69 percent of the poverty line. In some states, the



eligibility cutoff for parentsis even lower. In Alabama, a parent with two children isineligible for
Medicaid if the parent’s earnings exceed $3,048 a year, an amount that leaves the family more than
$11,500 below the poverty line.

In most states, low-income parents thus face the prospect that if they or other family members
earn enough to stay off welfare, they must forego health insurance coverage. (For additional information
on state-specific eligibility thresholds for working parents, see Jocelyn Guyer, Congress Has a $28
Billion Opportunity to Expand Coverage for Families with Children, Center on Budget and Policy
Priorities, July 2001 at www.cbpp.org).

Low-Income Working Parents Are More Likely to Be Uninsured

As aresult of the low income dligibility limits for publicly-subsidized coverage that apply to
parents in many states and the limited availability of employer-based coverage at low-wage jobs, low-
income working parents are more likely to be uninsured than their unemployed counterparts. In 1999, for
example, 36 percent of low-income parents who

secured amgjority of their income from Poor Parents Whose Income Comes Mostly
earnings were uninsured. In comparison, alittle From Earnings Are More Than Twice as Likely
more than one in five low-income parents (22 to Be Uninsured as Other Poor Parents
percent) who derived a mgjority of their income 09, PErcentof Poor Parents Who Are Urinsured

from sources other than earnings were 1o

uninsured. 5%

40%

The uninsured rate of those parentsin 30%
poor families whose primary source of incomeis | 5
earningsis particularly high — close to half (49
percent) of these parents are uninsured. In
comparison, alittle more than one in five poor o Income mostly Income mostly
parents (22 percent) who derived a maj ority of from earnings from other sources
their income from sources other than earnings
were uninsured.

10%
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HELPING MARRIED FAMILIES BY EXPANDING PARENTS’ INSURANCE
COVERAGE: A FACT SHEET

Three out of every five low-income parents who lack insurance are married. Research indicates
that earlier expansions of Medicaid eligibility for children in two-parent families encouraged marriage by
helping to assure that parents could maintain their children’ s insurance coverage when they married.
Expanding parents’ insurance coverage would reduce the risk that a single parent might lose her
insurance if she marries, as well as strengthen insurance coverage among low-income married families.

Insurance Coverage and Marital Status

Data from the Census Bureau’ s most recent annual survey of the U.S. population indicate that:

. About one-third (34 percent) of low-income parents with children under age 18 are
uninsured. (As used here, “low-income” means the family’sincome is below 200
percent of the poverty line, or $29,260 for afamily of three.) Among low-income
parents, the percentage of married parents who lack insurance (33 percent) is about the
same as the percentage of single parents who lack insurance (34 percent). The number
of uninsured married parents is much larger than the number of uninsured single parents,
however, since there are more married parents in general.

. As the chart shows, 61 percent of low-income uninsured parents — or 4.2 million people
— are married. (Thisincludes parents who are uninsured, but whose spouses have
coverage.)

. Expansions of Medicaid eligibility for parents would particularly aid married parents.

Single-parent families predominate among families with incomes low enough to qualify

for Medicaid today in the
typical, or median, state. In
the typical state, Medicaid
eligibility ends when parents
have earnings equivalent to 69
percent of the poverty line, or
about $10,000 for afamily of
three. Theincomes of low-
income married parents are
usually somewhat higher,
since there is a greater chance
that at least one parent is
working full-time and the
second parent also may have
earnings.

Three-fifths of Low-income Uninsured
Parents Are Married

Single
39%

(2.7 million)

Married
61%
(4.2 million)

Analyses of March 2000 Current Population Survey by CBPP




. Most states have raised income limits for children’ s health care coverage to about 200
percent of the poverty line. If income limits for parents were raised to that level, two of
every three uninsured parents who would become newly eligible for coverage — 67
percent — would be married parents. (This number is higher than the 61 percent figure
shown in the pie chart because the chart also includes parents who are currently eligible
for Medicaid but are unenrolled.)

Research on the Relationship Between Marriage and Insurance Eligibility

Research by Aaron Y elowitz, now at the University of Kentucky, found that earlier effortsto
expand insurance coverage in two-parent families encouraged marriage. 'Y elowitz examined the
implications of expansions in Medicaid coverage for children that occurred in the late 1980s and early
1990s. Before thistime, Medicaid eligibility was primarily linked to welfare, which was mostly confined
to single-parent families. That created a disincentive for marriage: if, for example, a single mother
married, her children might lose insurance coverage both because she was no longer a single parent and
because the family’ sincome might rise above the state's Medicaid eligibility limitsif her new husband
was working. Because the Medicaid eligibility expansions for children applied to children in single- and
two-parent families alike, they reduced this disincentive and, in so doing, increased the probability of
marriage.

Similarly, asingle parent now on Medicaid who resides in a state that has not expanded
eigibility for parentsrisks losing her own insurance coverage if she marries a man with a modest level of
earnings. In many cases, her husband might not have private health insurance or might not be able to
afford the additional premiums needed to purchase dependent coverage for hiswife. Almost half of
workers earning $20,000 or less per year are not offered job-based health insurance, and many of those
who are offered insurance cannot afford to pay the premiums. Expanding Medicaid eligibility for low-
income parents would reduce the risk that a single parent who marries might consequently lose health
insurance and would increase insurance coverage for low-income married families.

References

1. Aaron Yelowitz, “Will Extending Medicaid to Two-Parent Families Encourage Marriage?’ Journal of Human
Resources, 33(4), 833-65, Fall 1998.

2. Duchon, Cathy Schoen, Elisabeth Simantov, Karen Davis, and Christina An, Listening to Workers: Challenges for
Employer-Sponsored Coverage in the 21% Century, Commonwealth Fund, January 2000.

3. Thisisabrief discussion of amore complex topic. For more information, see Wendell Primus and Jen Beeson,
“Safety Net Programs, Marriage and Cohabitation,” prepared for the National Symposium on Just Living Together:
Implications of Cohabitation for Children, Families, and Social Policy, Pennsylvania State University, Oct. 2000.



IMPROVING RURAL PARENTS' HEALTH INSURANCE COVERAGE:
A FACT SHEET

Lack of health insurance is a serious problem in rural America. Expanding coverage not only
would benefit the low-income rural residents who would gain insurance, but also would strengthen the
overal rural health system by increasing health care providers' revenues, thereby helping other rural
residents.

The proposal to expand coverage for parents would provide funding to states to help insure
parents, in afashion similar to the provision of funds to states under the State Children’s Health
Insurance Program (SCHIP). It would be an important step in reducing problems of uninsurance and
poor accessto health carein rura areas. The National Rural Health Association recently noted that an
important strategy to improve the rural health care system isto "expand insurance coverage for the poor
and near-poor. . . . It seems appropriate that, in this time of great national prosperity, further reducing the
ranks of the uninsured would be atop national policy priority.”

Rural Residents Are More Likely to be Uninsured; Many Rely on Public Insurance

A study from the Urban Institute found that 22 percent of people under age 65 in rural areas were
uninsured, compared to 14 percent of urban residents. Moreover, peoplein rural areas were less likely
than urban residents to see a doctor or nurse.

Many rural residents work in agriculture, forestry, fishing, or related industries that are less
likely to offer private employer-sponsored health insurance than other industries, like manufacturing.
Many rural residents have multiple part-time or seasonal jobs, which also lowers job-related coverage. In
addition, average incomes generally are lower in rural areas than in urban ones, depressing insurance
coverage.

The difficulties in securing employer- Rural Residents Are More Likely to
sponsored insurance make public programs Be Uninsured and to Use Medicaid
like Medicaid and SCHIP all the more

important for low-income rural residents.
The Urban Institute study found that one-
sixth (16 percent) of non-elderly people
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living in rural areas obtained insurance 60% PTIT—
through Medicaid or similar state programs, OMedicaid
compared to 11 percent of urban residents. 40% EIPvt Insurance
People living in rural areas are already 5%

familiar with public insurance programs and 20%

could readily take advantage of expanded o
pUbliC coverage. * " Rural residents Urban residents
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Increasing Insurance Coverage Can Strengthen the Rural Health Care System

Increasing insurance coverage among low-income families can increase revenues for rural
hospitals, clinics, physicians, dentists, and other health care providers. In so doing, it can reduce the
burden of providing uncompensated care (such as treating uninsured persons) and help ensure that
providers can continue to serve other patients, including those on Medicare and those with private
insurance.

States Could Adopt Policies to Make It Easier to Enroll Rural Families

The parent expansion proposal would help states expand coverage of low-income parents under
their Medicaid or SCHIP programs. Since the states would earn the “enhanced” federal matching rate for
coverage expansions, it would cost them much less than if they expanded coverage as aregular Medicaid
expansion. With the enhanced federal match, a stat€’ s share of expensesis 30 percent less than under its
regular Medicaid match. For example, under aMedicaid expansion, Montana would pay 27 percent of
the total cost; with the enhanced match, the state's share would fall to 19 percent. New Hampshire, a
more prosperous rural state, would pay 50 percent of the total cost under Medicaid, but just 35 percent
with an enhanced match.

In addition, states have the flexibility to adopt other policies that would make it easier to enroll
rural families, such as eliminating asset tests for families. Farm families often are ineligible because
their savings are too high after the crops are sold, even though the savings are depleted later in the year,
or because they own vehicles that exceed the prescribed value, but are still needed because of their rural
locale.

States also could make it easier to apply for health insurance by permitting mail-in applications
and not requiring face-to-face interviews, so people do not need to travel to the welfare or other
eigibility office. Since rural areas often have few eligibility offices, low-income families sometimes
must travel long distances to apply.
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