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MEDICAID AND SCHIP PROTECTED INSURANCE COVERAGE
FOR MILLIONS OF LOW-INCOME AMERICANS

by Leighton Ku, Matt Broaddus and Victoria Wachino

Data from the U.S. Census Bureau indicate that the ranks of uninsured Americans have
grown substantially since 2000. It isless commonly known, however, that the number of those
uninsured would have been millions higher had it not been for enrollment growth in Medicaid
and its sister program, the State Children’s Health Insurance Program (SCHIP). In response to
the twin challenges of an economic downturn and a sharp drop-off in private health insurance,
Medicaid and SCHIP covered more people and helped them maintain health insurance coverage.

Census datareveal that there were 5.1 million more uninsured people in 2003, the most
recent year for which Census data are available, than in 2000. Two-thirds of the insurance loss
occurred among low-income peopl e, those whose incomes were |ess than twice the poverty line
(about $31,260 for afamily of three in 2004). Reductions in employer-sponsored health
insurance coverage — which affected members of low-income working families more severely
— were the main reason for the increase in the number of uninsured. These difficulties were
compounded by an almost seven million person increase in the number of Americans with low-
incomes between 2000 and 2003.

The critical factor that prevented an even greater loss of health insurance coverage among
low-income Americans was the responsiveness of Medicaid and SCHIP during the 2000-3
period. Asthe number of low-income individuals without private health insurance grew,
Medicaid and SCHIP enrollment rose by about six million to take up the slack, the Census data
show.

. For children, the growth in Medicaid and SCHIP enrollment outpaced the loss of
private coverage, so that the percentage of low-income children with health
insurance actually grew between 2000 and 2003. Data from the National Health
Interview Survey indicate that the percentage of low-income children who are
uninsured has fallen by about one-third since SCHIP began, because of increased
enrollment of children in SCHIP and Medicaid.

. For adults, Medicaid enrollment grew modestly between 2000 and 2003 and
partially offset the steep loss in employer-sponsored health insurance coverage.
Adults Medicaid enrollment growth was weaker than children’ s because program
eligibility for adultsis generally much more restrictive. Even so, the modest
growth in adults Medicaid enrollment prevented many low-income adults from
becoming uninsured.



. Had Medicaid and SCHIP enrollment not grown between 2000 and 2003, millions
more low-income Americans would have become uninsured.

These enrollment increases occurred while state revenues were falling and states were
experiencing serious budget deficits. Because Medicaid is designed as a safety net entitlement
program, federal matching funds automatically grew to match rising state expenditures. An
additional factor that helped sustain Medicaid enrollment during these difficult times was the
provision of $10 billion in temporary federal fiscal relief for state Medicaid programsin 2003
and 2004, which helped states avoid Medicaid cutbacks.

The gainsin children’s health insurance coverage are part of alonger story that began in
1997 when the SCHIP program was enacted with a mission to reduce the number of uninsured
low-income children. SCHIP enrollment grew actively through 2002 and has been extremely
successful in reducing the number of low-income uninsured children. By late 2003, however,
enrollment growth in SCHIP stalled. While there have been sufficient federal fundsin state
SCHIP grants to date, looming shortfallsin federal SCHIP funding levels will soon affect a
number of states. Asaresult, states could be forced to insure hundreds of thousands fewer
children by 2007.

The number of uninsured Americans would have been substantially higher had it not
been for the responsiveness of Medicaid and SCHIP during the economic downturn. Potential
changes in these programs that would limit their responsiveness, such as creation of afederal
budget cap on entitlement funding, conversion of Medicaid to a block grant or otherwise capping
federal Medicaid funding, or insufficient federal funding for the SCHIP program, would make it
far more difficult for these programs to meet the needs of low-income uninsured Americansin
the future and would almost certainly lead to further increases in the number of people without
health insurance coverage.

Figure 1.
Changes in Insurance Changes in the Number of Nonelderly
Coverage for Low-income Uninsured, 2000 to 2003 Net
Americans Poverty Growth
Category #Uninsured (mil.) #Uninsured (mil.) 2000-03
the number of non-elderly 300% or more 106 - 123 +16mil.
Americans without health
insurance rose by 5.1 million.* 200-299% 80 +0.1mil.
Two-thirds of the growth in the _
ranks of the uninsured — 3.5 100-199% 13 +20mil.
million of the 5.1 million
uninsured — occurred among Below 100% 9.5 10.9 +1.5 mil.
thosg inl pw-lncomefamllla, as 2000 2008
seenin Figure 1. _
Source: CBPP analyses of Current Population Survey.

! We focus on nonelderly people since almost no Americans 65 or older are uninsured because of the universal
nature of the Medicare program for senior citizens.



The main reason Table 1.
for the reduction in Changes in Employer-Sponsored Insurance Coverage Among
insurance coverage was Nonelderly Adults in Working Families
the loss of employer- ; _
sponsored insurance for Income as Percent o Reduction, 2000 to

. Poverty 2000 2003 2003

workers and their _ Under 100% of poverty 26.1% 22.5% ~14.0%
dependents. In part, this  |100.19996 of poverty 47.9%  42.7% -10.9%
occurred because rising 200-399% of poverty 73.0% 70.1% -4.0%
unemployment during the | Over 400% of poverty 87.1% 84.9% -2.4%
2000-3 period deprived
many of access to job- Source: CBPP analysis of March 2001 and 2004 Current Population Surveys

based health insurance.

More important, rising health costs led many employers to increase the amounts that workers
must pay out-of-pocket through monthly premiums, as well as deductibles and copayments.
These rising costs made it harder for workersto afford health insurance for themselves and their
dependents. Some firms, especialy small businesses, stopped offering health insurance coverage
because of rising costs. Finally, changesin the nation’s employment patterns led many workers
to the types of jobsthat are less likely to offer health insurance (e.g., part-time or temporary
work, self-employment, service sector jobs, etc.).?

Asseen in Table 1, the loss of employer-sponsored insurance coverage was more
precipitous for low-income workers. Between 2000 and 2003, the share of adults in working
families who had employer-sponsored coverage fell by about one-seventh (14 percent) among
those with incomes below the poverty line and by about one-ninth (11 percent) for those with
incomes between 100 percent and 200 percent of the poverty line. Losses occurred among
higher-income worker, as well, but the reductions were significantly smaller — less than half as
much as for low-income workers.

Finally, the impact of the loss of employer-sponsored coverage among low-income
populations was compounded by the fact that the number of people with low incomes rose from
2000 to 2003. The number of nonelderly people with incomes below 200 percent of the poverty
line rose from 69.3 million in 2000 to 75.9 million in 2003, an increase of aimost seven million,
while the number with incomes greater than 200 percent of poverty grew by only one million.

Medicaid and SCHIP Reduced the Number of Uninsured

Medicaid and SCHIP grew to help offset the loss of private health insurance. Both
programs are designed as safety net programs for low-income people, including children,

2 John Holahan and Arunabh Ghosh, “ The Economic Downturn and Changes in Health Insurance Coverage, 2000-
200,” Kaiser Commission on Medicaid and the Uninsured, Sept. 2004. Paul Fronstin, “ Sources of Health Insurance
and Characteristics of the Uninsured: Analysis of the Match 2004 Current Population Survey,” Employee Benefits
Research Institute Issue Brief, Dec. 2004. Mark Stanton and Margaret Rutherford, “Employer Sponsored Health
Insurance: Trendsin Cost and Access,” Agency for Healthcare Research and Quality, Research in Action Issue 17,
Sept. 2004. Kaiser Family Foundation and Health Research and Educational Trust, Employer Health Benefits. 2004
Summary of Findings, Sept. 2004.



families, senior citizens and those Figure 2.

with permanent disabilities. Growth in Medicaid/SCHIP Enrollment Helped Offset
Loss of Employer-Sponsored and Other Insurance

Because the number of people Between 2000 and 2003

covered by these pUbl IC programs Low-income Children Low-income Parents

grew, the number of uninsured 8.1% ——

Americans did not rise as quickly as Coveraa;eg?aween

it would have. Overall, the 2000 and 2003 in 3.8%

percentage points 1.7%

proportion of nonelderly Americans
with employer-sponsored insurance
coverage fell by 3.9 percentage

points from 2000 to 2003, while the

proportion covered by Medicaid or 6% “5.5%
SCHIP rose 2.1 percentage pOI nts. B Growthin  OLoss of Employer B Net Changein
Medicaid/SCHIP & Other Insurance Uninsured

Source: CBPP analyses of the Current Population Survey.

Census data indicate that the
number of nonelderly people
covered by Medicaid or SCHIP rose by 6.3 million from 2000 to 2003.2 Had Medicaid and
SCHIP enrollment not grown, the number of people who are uninsured would have been millions
higher in 2003.

The growth in publicly-funded health insurance coverage was particularly important for
children. Asseenin Figure 2, Medicaid/SCHIP coverage for low-income children (those with
incomes below 200 percent of the poverty line) rose by 8.1 percentage points, but other coverage
(primarily employer-sponsored coverage) fell by 6.7 percentage points. The net result was that
the percentage of low-income children who were uninsured fell by anet 1.4 percentage points.*

Medicaid enrollment increased dlightly for low-income nonelderly adults, particularly
parents. (Childless nonelderly adults are usually not eligible for Medicaid unless they are
pregnant women or are disabled.) Medicaid coverage for low-income parents grew by 1.7
percentage points from 2000 to 2003. However, the loss of other coverage, particularly
employer-sponsored insurance, was much larger (5.5 percentage points). Asaresult, the
proportion of low-income parents who were uninsured rose by a net of 3.8 percentage points.

For parents, Medicaid enrollment grew less robustly than for children because Medicaid
coverage is substantially more restrictive for adults than for children. While the maximum
Medicaid/SCHIP income limit for children in the typical (or median) state is 200 percent of the
poverty line ($31,260 for afamily of three in 2004), the maximum Medicaid income limit for

3 Census data cannot readily distinguish between Medicaid and SCHIP, so they are usually reported together.
Administrative data collected from states by the Kaiser Commission on Medicaid and the Uninsured indicate that
from June 2000 to June 2003 Medicaid enrollment grew by 6.2 million and SCHIP enrollment grew by 1.6 million.

* Because people may have more than one type of insurance during a year, we assign those with multiple types of
insurance into one, using Medicaid and employer-sponsored insurance as the highest ranking categoriesin the
hierarchy.



parents in the typical stateisjust 69 percent of the poverty line ($10,810 for afamily of three).®

Thus, only asmall share of low-income parents who lose employer-sponsored health insurance
are eligible for Medicaid coverage. If Medicaid eligibility levels for parents were not so low,
many more parents would have been able to secure Medicaid coverage and there would have
been substantially fewer uninsured low-income parentsin 2003.

Medicaid’s Entitlement Structure Is Fundamental to Preserve Coverage

Medicaid’s entitlement structure ensured that it caught many people, especially children,
who fell through cracksin the system of employer-based health coverage, providing coverage to
newly uninsured low-income people. Medicaid enrollment in the 2000-03 period rose primarily
because of increased need. Very few states adopted even modest eligibility expansions during
this time period, and a magjority of states adopted policies to hold down Medicaid or SCHIP
enroliment.® But, as poverty deepened and unemployment rose, more people became eligible for
assistance. In addition, the loss of employer-sponsored health insurance coverage and the rising
costs of health care stimulated the demand for Medicaid coverage among low-income families.
An additional factor was that that a number of states began in the late 1990s to simplify
enrollment procedures for children in Medicaid in order to parallel effortsin their SCHIP
programs so that eligible families could more readily enroll or stay enrolled.

The Medicaid enrollment increases that protected insurance coverage for millions of
people during this period also increased Medicaid expenditures during a time when states
revenues were falling short. Protecting insurance coverage for millions of low-income children
and adults contributed to the growth in Medicaid expenditures, although a substantial share was
also dueto rising per capita health care costs, such as the rising costs of prescription drugs or
hospital care.” Fortunately, Medicaid’s design as an entitlement program meant additional
federal funds were automatically available to match rising state expenditures during the
economic downturn. Even so, states were forced to initiate an unprecedented array of budget
cuts and cost containment measures to help scale back Medicaid expenditures.? The pressure on
states was al so eased by the provision of $10 billion in temporary federal Medicaid funding that
Congress approved to bolster state Medicaid programsin 2003 and early 2004; this helped states
maintain Medicaid coverage during atime when state budgets were pinched.

® Donna Cohen Ross and Laura Cox, Beneath the Surface: Barriers Threaten to Sow Progress on Expanding Health
Coverage of Children and Families, Kaiser Commission on Medicaid and the Uninsured, Oct. 2004.

® Leighton Ku and Sashi Nimalendran, “Losing Out: States Are Cutting 1.2 to 1.6 Million Low-Income People from
Medicaid, SCHIP and Other State Health Insurance Programs,” Center on Budget and Policy Priorities, Dec. 22,
2003.

7 John Holahan and Arunabh Ghosh, “Understanding the Recent Growth in Medicaid Spending, 2000-2003” Health
Affairs web exclusive, Jan. 26, 2005.

8 Vernon Smith, et al. “The Continuing Medicaid Budget Challenge: State Medicaid Spending Growth and Cost
Containment in Fiscal Y ears 2004 and 2005,” Kaiser Commission on Medicaid and the Uninsured, Oct. 2004.



In the past, there have been a number of proposalsto cap federal Medicaid funding.
Such alimitation on federal funds would shift financial risks and burdens from the federal
government to states and to those with low incomes, because rising needs at state levels would
not automatically trigger additional federal matching funds. This could force states either to
shoulder the extra costs solely with state funds or to make additional cutbacksin their Medicaid
programs due to the restrictions in federal funding. Because many states would not have had the
additional fiscal resources to shoulder additional state costs, they would have been forced to cut
back on Medicaid coverage, resulting in a potentially significant increase in the number of
uninsured Americans.

The SCHIP Program

As noted above, the SCHIP program was designed to help expand health insurance
coverage for low-income children. The program began in 1998 and was still in a growth phase
through early 2003. Data from the National Health Insurance Survey indicate that between 1997
(before SCHIP was implemented) and 2003, the percentage of low-income children without
insurance fell by about one-third,
primarily because of Medicaid
and SCHIP enrollment growth
(Figure 3).° There has been
significant progressin improving
insurance coverage for low-
income children, although more
needs to be done to help move
insurance coverage for low-
income children closer to the
levels held by children in higher-
income families.

Figure 3.
Percentage of Low-income Children Without Health
Insurance Has Fallen About One-third
Due to SCHIP and Medicaid Expansions

257 23% Children below
200% of poverty

N
o
I

15%

=
[&)]
I

Children above
6% 200% of poverty

=
o
I

Gl
)

—— —— T — —— T — -

% Children Under 18 Uninsured

0 w ‘ T ‘ ‘ T ‘
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enrollment has stalled and may Source: Andlysis of CDC's National Health Interview Survey, Oct. 2004 cten
fall in coming years. SCHIP
enrollment stopped growing in the second half of 2003, in large measure because of cutbacksin
ahandful of states, particularly Texas, triggered by concerns about state budget deficits.’® The
ability of SCHIP to maintain or to continue to expand children’ sinsurance coverage is further
clouded by difficulties associated with SCHIP' s status as afederal block grant program with a
limited amount of federal funding. A growing number of states are hitting the limits of their

° Estimates from the National Health Interview Survey (NHIS) and the Current Population Survey (CPS) differ
somewhat. One reason is that they measure insurance coverage differently: NHIS asks about insurance coverage at
the time of the interview, while CPS asks about insurance coverage at any time during the prior year.

19\/ernon Smith, David Rousseau and Molly O’ Malley, “SCHIP Program Enrollment: December 2003 Update,”
Kaiser Commission on Medicaid and the Uninsured, July 2004.



federal SCHIP grant funding and could be forced to cut SCHIP enrollment in the coming years.™*
The recent expiration of $1.3 billion in federal SCHIP funds and the reversion of these funds to
the Treasury means that a substantial amount of resources has been lost from the SCHIP system.
Projections show that hundreds of thousands fewer children will be served through SCHIP by
2007. Asaresult, the number of children without health insurance coverage could begin to rise

again.

Conclusion

In recent years, the nation faced a number of economic challenges and an increase in the
number of people without health insurance was one sign of these difficulties. Maintaining health
care coverage was a particular problem because health care costs surged at the same time that the
size of the low-income population was growing. Employer-sponsored insurance coverage fell,
particularly affecting those with low incomes. The ability of Medicaid and SCHIP to help fill
gaps left by private insurance and rising poverty was critical.

Had it not been for the responsiveness of Medicaid and SCHIP, millions more low-
income Americans would be uninsured today. Some are now calling for the imposition of
substantial federal budget cutsin Medicaid and/or the capping of federal Medicaid funding for
states. Rather than considering proposals to weaken these programs through budget cuts or
funding caps, the federal government could be considering how to strengthen its commitment to
reducing the number of uninsured low-income Americans through Medicaid and SCHIP. The
nation should continue to make progress in providing insurance coverage to low-income children
and more could shore up coverage for the income parents of these children and other low-income
adults. To make such progress, states will need continued financia support and partnership from
the federal government, not a shirking of federal responsibilities.

1 Edwin Park and Matt Broaddus, “Congress Can Preserve $1.1 Billion in Expiring Children’s Health Insurance
Funds and Help Avert SCHIP Cutbacks,” Center on Budget and Policy Priorities, Revised Sept. 28, 2004.



