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Kentucky’s Barriers to Coverage Work Against the Objective of Medicaid
Comments on Kentucky’'s 1115 Medicaid Waiver Request
By Dustin Pugel

Since 2016, Kentucky has been attempting to make changes to its Medicaid program that would erect
barriers to coverage and roll back important health benefits. As an organization concerned with the well-
being of all Kentuckians, the Kentucky Center for Economic Policy (KCEP) has opposed these changes
for the harm they would do to financial security, health and the economy.! Following a court order to send
the waiver request back to the Department for Health and Human Services (HHS) for further review, HHS
decided to open a new comment period on the waiver as approved in January of 2018. The following
comments build on KCEP’s previous comments and speak directly to the concerns of the federal court
ruling: namely that the proposed changes contradict the purpose of the Medicaid program, which is to
provide health coverage to those who cannot afford it. The waiver would result in unacceptable coverage
losses, and therefore should be rejected.

Kentucky’s Medicaid Waiver Works Against the Objective of Medicaid

Having Medicaid coverage means that low-income Kentuckians can get care when they need it so they
can get and stay healthy. Though health is a byproduct of usable, affordable coverage — and Kentucky’s
Medicaid expansion is already demonstrating health gains in the state — it is not the purpose of
Medicaid. As federal law sets out and Stewart v. Azar affirmed, the purpose of Medicaid is to furnish
medical assistance to low-income populations identified by Congress. In the words of Judge Boasberg:

“The Medicaid program was created... for the purpose of providing federal assistance to States
that choose to reimburse certain costs of medical treatment for needy persons...” Through the
[Affordable Care Act] ACA, Congress made Medicaid an “element of a comprehensive national
plan to provide universal health coverage.” As amended, one objective of Medicaid thus became
‘furnishing... medical assistance’ for this new group of low-income individuals.?

Medicaid as a tool for providing medical assistance is highly effective; any changes to the program should
be aimed at improving on that effectiveness. Far from achieving the primary objective of Medicaid,
however, Kentucky’s 1115 waiver request creates multiple tripwires that will result in at least 100,000
people losing health coverage. Since we should not expect they will become insured by other means, the
waiver will undo much of the historic gains in coverage we have experienced over the past several years.
It is for this reason that the Centers for Medicaid and Medicare Services (CMS) should reject Kentucky’s
Medicaid waiver.

Kentucky’s Medicaid Expansion Led to Unprecedented Gains in Coverage and Care

Kentucky’s Medicaid expansion has been an incredibly successful tool in providing medical coverage to
Kentuckians as envisioned under the Affordable Care Act. At its peak, Medicaid expansion covered over
half a million low-income Kentucky adults, and as of July, it covered 467,000.
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467,000 Kentuckians Are Covered by Medicaid Expansion

Percent of total county population covered by Medicaid expansion as of July 2018

42% - 00 9%

Source: KCEP analysis of Kentucky Cabinetfor Health and Family Services Medicaid expansion
enrollment data as ofthe lastweek of July 2018 andthe 2017 Census Population Estimates.
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Medicaid expansion is the primary reason Kentucky’s rate of uninsured dropped so precipitously in recent
years. Between 2013 and 2016, Kentucky’s uninsured rate fell from 14.9 percent to 5.5 percent.
Research shows this historically large reduction in the uninsured was even more dramatic in Kentucky zip
codes with especially high poverty rates. The same research showed that these geographically-based
disparities were also reduced for those forgoing care because of cost, having no regular source of care
and already having (reporting) excellent health, all of which improved in Kentucky.?

Under this unprecedented expansion of coverage, more Kentuckians received medical care and that care
has already begun to improve the quality of life and economic security across the commonwealth.
According to the most recent assessment of low-income adults in Kentucky and Arkansas, which also
expanded Medicaid, compared to Texas, which did not, having and using a primary care doctor, getting
check-ups and getting glucose checks all increased for adults in the expansion states. At the same time,
skipping medications or delaying care due to cost, using the ER as a usual source of care, having
difficulty paying medical bills and out of pocket medical spending all decreased among Medicaid-eligible
adults who lived in the expansion states. Perhaps most striking for low-income adults in Kentucky and
Arkansas was a five percentage point increase in those who reported excellent health and a
commensurate decrease in fair or poor health.*

Barriers to Coverage Would Reduce Medicaid Enrollment

Under Kentucky's proposed waiver, there are multiple new ways a Medicaid enrollee could lose coverage
by having their coverage suspended, being locked out for six months or eventually getting disenrolled
from Medicaid altogether. Coverage losses would happen if a Medicaid enrollee who is expansion eligible
or if some low-income parents did any of the following:

e Did not pay premiums after a 60-day period and have earnings above the poverty line.

e Failed to comply with the annual redetermination process in a timely manner.

e Did not report a change in income, family size or work hours that led to a month of coverage for
which they were not eligible.

e Worked or volunteered less than 80 hours in a month.

e Voluntarily withdrew from Medicaid coverage, even while eligible.
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Collectively, these new barriers to coverage would lead to 96,700 Kentuckians losing coverage, on
average, according to the latest estimates from the state found in the Operational Modifications Request.®
In an amicus brief to Stewart v. Azar, 43 public health experts and 8 medical school deans estimated the
enrollment losses to be much higher: 175,000 to 297,000.

The Waiver Will Leave Nearly 100,000 Kentuckians
Without Medicaid Coverage

Kentucky HEALTH Waiver Enroliment Estimates

Year 1 Year 2 Year 3 Year 4 Year5
Traditional 4,108 -8,136 -12,087 -15,963 -19,765
Expansion -16,047 -31,754 -47,129 -62,182 -76,922
Total -20,155 -39,890 -59,216 -78,145 -96,687

Source: KCEP analysis of the July 3, 2017 Operational Modifications Request to
Kentucky's 1115 waiver application
Kentucky Center for Economic Policy | kypolicy.org

While there are some ways for enrollees to regain coverage (for example by back-paying missed
premiums, catching up on work hours or taking a health or financial literacy class), at a minimum, the
churn of enrollment and disenroliment will dramatically rise. Kentucky already suffers from high rates of
cancer, diabetes and substance use disorders, so even short periods of coverage loss can disrupt life-
saving medical care or lead to serious financial hardship.

Paperwork and Red Tape Will Account for Much of Enrollment Loss

Many people will have their coverage and care disrupted or cut off, not because of a failure to meet the
requirements, but due to a failure in correctly managing all of the paperwork involved. In an estimate from
the Kaiser Family Foundation, paperwork errors and lack of reporting accounted for 62 percent of those
they estimate would lose coverage.®

It is easy to understand how confusion would lead to disenrollment. Medicaid enrollees will have to track
and routinely report on monthly income, hours worked and family size. They will also have to know when
their redetermination date is, and promptly complete that process before the window closes. Disabled or
il Medicaid enrollees will need to be aware of their ability to apply for a strict medical frailty determination
or a good cause exemption, and be able to submit their application, or their lack of work due to that illness
or disability could erroneously lead to disenrollment.”

Taking Away Coverage for Failure to Meet New Work Requirements Will Harm People Who Already Work

In Kentucky, the majority of Medicaid expansion enrollees currently work, and four out of five adult
Medicaid expansion enrollees worked at some point in the past five years. The Kaiser Family Foundation
estimates that 62 percent of Kentucky Medicaid-covered adults currently work, and 74 percent come from
working families. Of the working Kentucky Medicaid enrollees, 77 percent are working full time (at least 35
hours per week) and 23 percent are working part time. Importantly, most all of those who do not work are
ill or disabled, caretaking, studying, retired or looking for work. Nationally, only 1.3 percent of Medicaid
adults do not fit into those categories.®
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Nearly All Medicaid Enrollees Are Already Working, or Have
Good Reasonto Not Be Working

FPercent of Medicaid enrolled adults in 2016 who did not receive 351 - nationally
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Source: Kaiser Family Foundation, “Implications of Work Reguirements in Medicaid: What
Ooes the Data Say?,” June 12, 2018,
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Many workers qualify for Medicaid because they are employed in low wage jobs where health coverage is
unavailable or unaffordable. Workers must earn at or below 138 percent of the Federal Poverty Level
(FPL) to qualify, which amounts to roughly $16,750 for an individual and $34,650 for a family of 4.
Medicaid enrollees who work do so in industries like restaurants, construction, groceries and many retail
industries where the structure of employment creates risk for coverage loss under this waiver.
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Medicaid Covers Low Wage Kentucky Workers

Top 10 industries where Medicaid expansion-eligible Kentucky adults work

Industry Medicaid expansion eligible workers
Restaurants and other food senices 48,100
Construction 15,600
Elementary and secondary schools 12,800
Department and discount stores 12,000
Hospitals 11,100
Grocery stores 9,400
Colleges and universities 9,100
Motor vehicle and moter vehicle equipment manufacturing 9,100
Nursing care facilities 8,000
Child day care senices 7,700

Source: American Community Suney 2016 1 year estimates for Kentucky citizens, with coverage,
below 139 percent FPL, age 18-64 who do not receive SSI income, rounded to the nearest 100.

Kentucky Center for Economic Policy | kypolicy.org

Many of these industries have notoriously poor scheduling practices that make it difficult to keep a regular
schedule from week to week, including:

e Little to no advance notice of weekly shifts.

e Being sent home early or unexpectedly called in the same day as a shift, known as “just-in-time”
scheduling.

e  Split shifts or on-call shifts.®

In addition to poor scheduling practices, these industries are among those most often hiring workers for
less than 20 hours a week (a close approximation to the 80 hours per month Medicaid requirement). In
fact, of the top 10 industries where Medicaid-eligible Kentuckians work, 8 are also in the top 10 industries
that most employ Kentucky workers for less than 20 hours a week on average. For many workers covered
by Medicaid, the option to work full time is not offered to them by their employers. Many industries restrict
the number of hours they give to their employees so they do not have to provide benefits or other costs of
employment associated with full-time labor.
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Industries That Offer Low Work Hours Frequently Employ

Medicaid Enrollees
Top 10 industries where all Kentucky adults work less than 20 hours per week on average

Industry Kentucky workers
Restaurants and other food services* 12,400
Colleges and universities* 7,700
Elementary and secondary schools* 6,500
Amusement, gambling and recreation industries 4,300
Grocery stores* 3,900
Construction* 3,400
Hospitals* 2,600
Department and discount stores* 2,400
Private households 2,300
Child Day care senices* 2,100

Source: American Community Survey 2016 1 year estimates for Kentucky citizens, age 18-64 who
do not receive SSIincome, who worked less than 20 hours per week on average in the past year
rounded to the nearest 100.

*Also in the top ten industries where non-disabled adult Medicaid-eligible Kentuckians age 18-64
work.

Kentucky Center for Economic Policy | kypolicy.org

Not getting enough hours at work is a problem throughout the U.S.; low-income workers often are forced
to work fewer hours than they would prefer. According to the Current Population Survey conducted by the
Department of Labor, over five million Americans work part time involuntarily and would work more if their
employer offered more hours or they could find full-time jobs. In Kentucky, 13.5 percent of part-time
workers are involuntarily part time, a number that rose as high as 23.2 percent during the heart of the
Great Recession in 2009.10

Evidence from the second month of Arkansas’ Medicaid work requirement also makes clear that work and
reporting requirements would reduce enroliment in Kentucky. In the second round of reporting, 15,137
Arkansans were required to report on their work activity. Of those, 12,587 people, or 83 percent failed to
report anything. Of that group, 5,426 now have “two strikes,” and if they fail to report again this month will
be locked-out of Medicaid and will not be able to re-enroll till 2019. Another 10.4 percent reported some
kind of an exemption, but it is not clear either what those exemptions were or if the state approved all of
them.

Just 844 people, or 5.6 percent, actually satisfied the requirement to report work activities such as a job,
volunteering, job searching or fulfilling the SNAP requirement. Among the Arkansans who told the state
government what they did that month, 639 simply stated they were meeting the SNAP requirement. Only
145 of the 15,137 actually reported that they worked enough hours that month to satisfy the
requirement.1! Kentucky’s work requirement is far more complex and will require more reporting from
participants. It is likely, then, that many will fail to meet the requirements and lose their Medicaid
coverage.

Taking Away Coverage for Failure to Meet New Work Requirements Will Not Improve Employment

Evidence from over 20 years of work requirements in other programs including the Supplemental Nutrition
Assistance Program (SNAP) and Temporary Assistance to Needy Families (TANF) shows they do not
succeed in the goals of promoting long-term employment or reducing poverty. In fact, studies that tracked
cash assistance participants subject to a work requirement found that:
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e Gains in employment were modest and faded over time.
e Most participants had unstable employment for years after they were subject to the requirement.
e Most participants stayed poor, and some became poorer.12

One explanation for a lack of improvement in employment as a result of work requirements is the difficulty
of finding better-paying jobs than the ones Medicaid enrollees already have. Lack of available jobs in
parts of Kentucky, especially in distressed rural areas, makes finding work, much less higher-quality work,
a struggle for many. The Department of Labor has identified 51 Labor Surplus Areas in Kentucky, areas
where there are more people looking for work than there are available jobs.12 Kentucky has 22 counties
where the unemployment rate is above 7 percent, and 43 counties that face persistent poverty (where at
least 20 percent of the population has lived below the poverty line for the past 30 years). Most of these
counties are in the eastern part of the state, which has experienced structural economic distress for
decades.* Statewide, if job growth had kept up with population growth since the recession, Kentucky
would have 46,700 more jobs — an aggregate measure of the additional slack we have in our economy
compared to before the Great Recession.

Kentucky Is Still Short 46,700 Jobs Since the Great Recession

Actual job growth versus projected job growth had it kept up with population (in thousands)

#1Jobs needed to keep up with population growth
B Jobs lost since December 2007
1,950 OEmployment level since 2000
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Source: Economic Policy Institute Analysis of Bureau of Labor Statistics data.
Kentucky Center for Economic Policy | kypolicy.org

Real wages for those who earn at or below Kentucky’s median income have remained stagnant for the
last several decades, further compounding the difficulty Kentuckians face when trying to make ends meet
and afford health coverage. This long-term wage stagnation makes it even harder to believe that by
punitively threatening coverage, low-wage workers could simply earn more money, or find better paying
jobs in parts of the state where they are scarce.
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Low-Wage Earners' Paychecks Are Stagnant
Inflation-adusted hourly wages by decile in Kentucky
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Percentile:

P \__/'\ 50th (Median)

N —— \/\— 30th

$10

$5

2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

Source: Economic Policy Institute analysis of Current Population Survey data.
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Premiums Will Reduce Medicaid Coverage

Kentucky’s plan to charge premiums as a condition of coverage for Medicaid ignores other states’
experience with premiums. There is a wide body of research that shows even small premiums or co-pays
reduce enrollment and limit access to care.*®

Specific state examples help to illustrate this effect. Oregon received approval in 2003 to increase the
premiums it charged participants in its Medicaid waiver program and also impose a six month lock-out
period for non-payment of premiums. Following these changes, enrollment in the program dropped by
almost half.16 Similar effects occurred with programs in Utah, Washington and Wisconsin.1? All five states
that have instituted premiums for their expansion populations have seen either an increase in collectable
debt among enrollees, a decrease in enrollment or at the very least an increase in churn in and out of the
Medicaid program.8

The most recent example is Indiana. There Medicaid enrollees must make a mandatory contribution to a
POWER Account (essentially a premium), and if an enrollee above the poverty line misses a contribution
he or she will lose coverage. During the first 21 months of the program, 55 percent of all Medicaid
enrollees missed one such contribution, and nearly 60,000 were either disenrolled or never enrolled. Of
those who were never enrolled, 22 percent said they couldn’t afford the premium and 22 percent said
they were confused by the payment process. Of those who were kicked off, 44 percent said they couldn’t
afford the contribution and 17 percent said they were confused by the process.*®

Special Populations Are Put at Risk by Barriers to Coverage

Children — It is estimated that when states expanded Medicaid, 710,000 children across the country who
were already eligible gained coverage as well, a phenomenon known as the “welcome mat” effect.
Conversely, the same researchers estimate that 200,000 eligible children remain uninsured in states that
did not expand Medicaid.?° There is risk that when parents lose coverage under this waiver, kids may
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eventually go without coverage as well when it comes time to re-verify eligibility or after a family moves. It
is even more likely that newly eligible children will not get covered as their parents succumb to an
“‘unwelcome mat” effect. In addition to the obvious advantages for children of coverage across the
household, children who live in homes where parents are healthy have better cognitive and social
development outcomes.?!

Kentuckians with Disabilities — According to American Community Survey data, over a quarter of insured
Medicaid expansion eligible adults have some kind of disability and do not receive income from
Supplemental Security Income (SSI). One study showed 72 percent of Kentucky’s population of Medicaid
expansion-eligible adults have one or more chronic conditions.?2 Although there is a “medically frail”
designation and an exemption for those with SSI or Social Security Disability Insurance, there are many
Kentuckians covered by Medicaid expansion who will not meet these criteria, but still have conditions that
make it hard or impossible to routinely meet the 80 hours of work or volunteer activity required to keep
coverage. Indeed, adults with disabilities who are covered by Medicaid are already likelier to be
unemployed, work sporadically, and or work less than full time, making it harder to comply with the work
requirement.23

Kentuckians Struggling with Substance Use Disorders — Although the medically frail designation
technically includes “chronic substance use disorders (SUD),” that designation requires a long-term
history of substance use with a record of medical claims. Many people with addiction problems will not
meet these criteria; some may never have received treatment including because they were wary of
making their condition known due to its illicit nature or, they are newly addicted. These individuals will not
have any kind of exemption available to them until they enter treatment of some kind, but their addiction
will increase the odds they will not meet the work requirement and thus lose the coverage needed to
access treatment.2* Finally, many with SUDs have a criminal record due to their use of illicit drugs, which
creates a structural disadvantage when it comes to seeking employment. There is no accommodation in
Kentucky’s work requirement for people with criminal records and many people who cannot pass
background checks will likely lose coverage because they find it difficult to secure employment or
volunteer opportunities.

Those Kicked Off Medicaid Would Likely Remain Uninsured

It is highly improbable that Kentuckians who will lose coverage due to provisions in this waiver will be able
to either gain coverage from their employers or see their incomes rise such that they can afford to
purchase insurance elsewhere.

As previously noted, the uninsured rate plummeted in Kentucky after Medicaid eligibility was expanded to
all non-elderly Kentuckians up to 138 percent FPL. Little changed in employer coverage or individual
coverage after expansion was enacted, suggesting that most Kentuckians newly enrolled in Medicaid
were previously not covered elsewhere. It follows then that Medicaid fills a need that employer-based and
individual coverage has not and will not address.
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Medicaid Increases Led to Decreases in Uninsured,
Not Employer Coverage

Coverage type for Kentuckians age 18-64, working 20 hours or more per week, earning below
139 percent FPL, not receiving SSI income and are citizens.
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Source: American Community Survey 1 year estimates, 2009-2016.
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Evidence from other states also suggests that many Medicaid expansion enrollees lacked viable private
coverage options. In Ohio, for instance, 75 percent of Medicaid expansion enrollees did not have
insurance prior to 2014.25 Evidence from Indiana’s mandatory POWER Account contributions shows that
less than half of those who were kicked-off coverage or who were never covered due to non-payment
were able to get insured afterward. And in Tennessee, when 170,000 adults were disenrolled from
Medicaid, the uninsured rate increased by 5 percentage points more than other southern states, health
care utilization noticeably fell, and the use of free and public health clinics rose.?¢ It follows that if the
requirements in the waiver result in 97,000 people without coverage, a substantial percentage will not
have coverage of any kind.

The long-term trend of erosion in employer coverage underscores the concern that Medicaid enrollees
will be unlikely to find coverage elsewhere. In 1980, 70 percent of Kentucky private sector employees
received health coverage through their job; by 2016, that number was down to 54.5 percent.
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A Shrinking Share of Kentucky Employees Get Health Insurance
At Work

Share of private sector Kentucky employees with employer-sponsored insurance age 18-64 who
worked at least 20 hours per week and 26 weeks per year.
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Source: EPI analysis of Current Population Survey March supplement.
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Low-wage workers, covered now under Medicaid expansion, are even less likely to have jobs where
employers offer coverage. According to national Bureau of Labor Statistics data, only 37 percent of
workers at the bottom quartile of earners were employed at a firm that provided health insurance to their
employees, and less than a quarter actually get coverage through work.2?

In addition, many businesses require employees to work a certain number of hours per week or to have
been on the job for a certain number of months before they qualify for benefits. An Urban Institute study
recently found that, for part-time employees in Kentucky firms that hire low wage workers, only four
percent of employees were eligible for employer-sponsored insurance (ESI). The study also found that
the average annual employee contribution for health insurance in Kentucky was $1,453. For a full-time
minimum wage worker this constitutes 11 percent of annual income, far exceeding the insurance
affordability benchmark set forth in the ACA of 2 percent of annual income for people at 100 percent of
the poverty level.28

When Medicaid enrollees below the poverty line lose coverage for failure to report or meet the required
number of hours of work activity, they will also not have access to premium subsidies on the marketplace.
This means that a single Kentuckian earning wages at the poverty level (just over $1,010 per month)
would have to pay an average monthly premium of $422 per month, or 41.7 percent of his or her total
income.?®

Kentuckians losing Medicaid coverage and earning between 100 percent of the poverty level and 138
percent ($1,396 per month) would also be ineligible for premium tax credits. This is because marketplace
premium assistance is contingent upon individuals not being offered “minimum essential coverage”
elsewhere, which, though not in compliance with waiver requirements, they would still be technically
offered through Medicaid.

CMS Should Reject Kentucky’s Barriers to Coverage

Kentucky has benefitted greatly from Medicaid expansion. State officials and CMS should work to build
on these historic, nation-leading coverage gains and provide more avenues for Kentuckians to get and
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use health care. But the proposed changes in the waiver work against the goal of “furnishing medical
assistance,” the primary objective of the Medicaid program. Instead the changes will swell Kentucky’s
ranks of uninsured, taking Medicaid coverage from tens of thousands and leaving them without coverage
of any kind. It is for these reasons we urge CMS to reject Kentucky’s request, thereby protecting
coverage in the commonwealth.
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