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In the late 1990s, the State of Missouri expanded Medicaid coverage of children by using
funds provided by the State Children’s Health Insurance (SCHIP) Program, which was
established by Congress in 1997. This expansion helped to reduce the number of
uninsured children in the United States and in Missouri.® According to a recent study, the
number of uninsured children decreased by nearly 24,000 from 1997-98 to 2003-04, in
spite of a substantial decline in children’s private health insurance coverage during the
same period.> This decline in uninsured children coincided with the implementation of
SCHIP, which expanded coverage to Missouri children under 300% of the federal
poverty level.®> Recently, however, children’s participation in the Missouri Medicaid
program has declined substantially, especially in the SCHIP component of the program.

This paper updates a prior analysis of the decline in children’s participation in Medicaid
MC+ with an emphasis on the (SCHIP) component of the program.* It examines SCHIP
participation data over the last ten months and children’s overall Medicaid participation
(SCHIP and non-SCHIP) since January 2005. While Medicaid participation of children
in the traditional (non-SCHIP) Medicaid program has remained relatively constant, recent
changes in the SCHIP program appear to have caused children's enrollment to decline by
28,500 children since the new rules were implemented in September 2005.

l. 2005 Policy Changes

In 2005, the Missouri General Assembly enacted Senate Bill 539. That legislation made
two key policy changes affecting children’s health coverage in Missouri:

e Premiums: The legislation expanded premium requirements to more families in
the SCHIP program.> While premiums previously were applied only to families
in the highest SCHIP income tier (226% to 300% of the federal poverty level),
they now are applied to lower tiers, beginning at 151% of the federal poverty
level or just over $24,900 per year for a family of three. The state implemented
premiums at 1%, 3% and 5% of the poverty level, depending on family income.®
These premiums were modified slightly beginning July 1, 2006.”

e Affordability Test: The legislation expanded the application of the “affordability
test” to these same families — a test which also had previously applied only to
households with incomes at or above 226% of the federal poverty level. Under
this test, families who are found to have access to “affordable” private or
employer-based health insurance are denied SCHIP coverage, regardless of
whether they are willing or able to pay the premiums. Under this legislation, if a
family had access to a private or employer-based health insurance policy of $342
per month or below, that family would not be eligible for SCHIP coverage for
their children.® For example, a two-person family with income at 151% of the
federal poverty level that would have been charged a $16 premium to participate
in the SCHIP program would be denied access to the program altogether if it had
access to private insurance with monthly premiums of no more than $342. This
policy was modified on July 1, 2006, so that the affordability amounts are
somewhat less restrictive for people at the lower-income tiers of the SCHIP



program.’ The State has estimated that 5418 additional children will come onto
the program in fiscal year 2007 as a result of the revised “affordability” test.*

1. Decline in SCHIP Participation

There has been much discussion about the decline in children’s participation in the
Missouri Medicaid program, but there is still confusion about the extent of the decline
and the reasons for it. This paper examines the decline in participation in the SCHIP
component of the Missouri Medicaid program since the 2005 legislative changes went
into effect. Based on data from the Missouri Department of Social Services, participation
in Missouri’s SCHIP program declined from 92,053 children in September 2005 to
63,553 in July 2006 — a decrease of 28,500 children. See Table 1."* The significant
decline in participation in SCHIP is a result of the new premium and “affordability”
requirements that were applied to lower-income SCHIP participants beginning in
September 2005.

The State’s data show a significant decline in the number of “non-premium” children
(children in families who do not have to pay a monthly premium in order for their
children to participate in the SCHIP program). This decrease was predictable because the
new legislation made SCHIP children at much lower-income levels subject to premium
requirements. Some of these children went into the premium group, but still others are
no longer in the Medicaid program at all. Since, as indicated in Table 2 below, there has
been a much smaller decrease in participation among non-SCHIP children in the Missouri
Medicaid program during the same time period, it is reasonable to conclude that this
decline is a result of the new premium and affordability requirements in the SCHIP
program.

Table 1: Decline in SCHIP Participation since September 2005 (Department of
Social Services Data, Monthly Management Reports*)

September 2005 January 2006 July 2006

Non-

Premium

SCHIP

Children 88, 414 43,692 42,771

Premium
SCHIP
Children 3,639 27,560 20,762

Total
SCHIP
Children 92,053 71,252 63,553

*These figures reflect the number of children that received SCHIP coverage any time during a given month,
rather than the number receiving SCHIP at a particular point in time.

2



I11.  Decline in Children’s Medicaid Participation (SCHIP and Non-SCHIP)

The reasons for the decline in SCHIP participation are even clearer in light of other
relevant statistics on children’s participation in the Missouri Medicaid program. In
January 2005, the overall number of children on Medicaid MC+ (SCHIP and non-
SCHIP) was 559,563. In January 2006, children’s Medicaid enrollment was down to
508,461 — a decrease of 51,102 children.'? By the end of July 2006, children’s Medicaid
MC+ enrollment was down to 489,019 -- a total decrease of 70,544 children.™

This overall decline is only partly attributable to changes in the SCHIP program. The
new SCHIP premiums and affordability requirements did not take effect until September
2005, but there had been a decline of 25,095 in children’s Medicaid participation before
SB 539 went into effect.® An array of factors such as an increased focus on Medicaid
reinvestigations, declines in enrollment related to an improved economy, or other
unknown factors may have affected the rate of children’s participation in the Medicaid
program during that time period. It is worth noting, however, that much of the pre-SB
539 decline came in the non-SCHIP component of the Missouri Medicaid program,
whereas nearly all of the decline in Medicaid participation for children since August
31, 2005 is in the SCHIP component of Missouri’s Medicaid program. See Table 2.

Moreover, there was a relatively modest reduction in both SCHIP and non-SCHIP
children (3 to 5%) from January 31, 2005 to August 31, 2005. See Table 2. But after
August, SCHIP enrollment fell by nearly one-third while regular Medicaid
enrollment (non-SCHIP) hardly changed at all. This difference suggests that most of
the reduction in SCHIP coverage is due to SCHIP-specific policy factors, such as the new
premium and affordability requirements.

Table 2

Decline in Children's Participation in Medicaid (SCHIP and non-SCHIP) since
January 2005 (Department of Social Services “Point in Time” Data).

%
Change
Jan. to % Change
Jan. 31, Aug. 31, Aug. July 31, Aug. 2005
2005 2005 2005 2006 to July 2006
Non-
SCHIP
Medicaid
Children 466,844 444,615 -4.8% 427,354 - 3.9%
SCHIP
Children 92,719 89,853 -3.1% 61,665 -31.4%




IV.  Drop in SCHIP Participation is No Surprise

These results are not surprising given that studies have clearly documented a drop in
Medicaid and SCHIP participation in states that impose or increase premiums on low-
income families. Research examining the impact of premiums in public health insurance
programs has found that participation falls off sharply as the premium amount
increases.’® For example, one multi-state study found that participation in three states’
publicly funded health insurance programs declined from 57% to 18% as premiums rose
from 1% to 5% of family income.” The same study showed that even premiums set as
low as 1 percent of a family’s income were estimated to lead to a 15 percent reduction in
enroliment.’®  And a study of Oregon’s premium policies showed that one-half of those
enrolled lost coverage due to new premium policies, and about three-quarters of those
who were dropped became uninsured.® Moreover, while the Missouri General
Assembly may have initially assumed that families would simply pay the new SCHIP
premiums, the Department of Social Services estimated that one-half of the children
newly subject to premiums would no longer maintain coverage.® This prediction is
borne out by the precipitous decline in SCHIP coverage since the new premiums went
into effect.

And while the Missouri General Assembly may not have originally anticipated the impact
of applying the “affordability test” to families at lower income levels, subsequent
estimates from the Department of Social Services indicate that 11,774 children in the
151%-225% (of poverty) income range are denied coverage due to the affordability test
in a single year.?

Therefore, it is hardly surprising that the imposition of new premiums and “affordability”
requirements on lower income families in Missouri’s SCHIP program would cause
substantial numbers of children to lose health care coverage.

V. Recent SCHIP Decline Accelerates Missouri’s Rising Rate of Uninsured
Children.

The discussion above demonstrates a significant SCHIP-related decline in children’s
health insurance coverage. This decline comes on the heels of Missouri’s already rising
rate of uninsured children. For example, Missouri’s rate of uninsured children increased
from 12.2% (61,071 children) in 2003 to 13.7% (76,784 children) in 2005, according to
recent Census data.®> This increase results largely from a decline in employer-sponsored
coverage in Missouri.® The increasing decline in SCHIP coverage, resulting from new
premiums and the affordability test, accelerates the rising rate of uninsured children and
the resulting loss of children’s access to health care.

Conclusion
Children’s participation in the Missouri Medicaid program has declined substantially

since January 2005. In particular, the number of children in the SCHIP component of the
Missouri Medicaid program has declined by more than 28,000 children since the 2005



legislative changes were enacted, while Medicaid participation among other children has
remained relatively constant. These data indicate that this substantial drop in such a short
period of time is the direct result of the changes in SCHIP requirements enacted in SB
539. This conclusion is consistent with research on the impact of premiums on Medicaid
and SCHIP participation as well as the Missouri data discussed above. This decline will
not be reversed by the recent modifications to the Missouri SCHIP program, since those
changes restore coverage for only 5418 children.

These reductions are all the more regrettable since they save Missouri little and cost the
state a substantial amount of federal funding. The federal government pays almost three-
quarters (73%) of the costs of SCHIP. Reducing children’s health insurance coverage
costs the state about three times as much in federal matching funds as it saves. Moreover,
this recent decline in SCHIP coverage accelerates the increasing rate of uninsured
children in Missouri, placing even greater strain on the health care system and further
limiting children’s access to health care.
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