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Arkansas’s Opportunity to Strengthen Medicaid
Helps Families, Is a Good Investment

Hitting the High Points

When parents have coverage, children get the coverage and care they need.

Many low-income Arkansans can’t access Medicaid today — non-disabled
parents in a family of four must earn less than $3,000 per year to qualify.
Most childless adults who are not disabled or pregnant do not qualify.

Almost half of low-income adults are uninsured, including 80,000 parents
in Arkansas.

Extending Medicaid to those who earn less than 138 percent of the federal
poverty level ($31,800 for a family of four) would help 250,000 more Ar-
kansans access health coverage. It’s the right thing to do.

Most Arkansans that would gain coverage under Medicaid work but cannot
afford coverage or access it through their jobs.

Extending Medicaid is the right thing to do for our state’s budget, too. It
will save Arkansas $630 million in state funds over the first eight years.
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How will the Affordable Care Act help Arkansas children and families?

In Arkansas, we have successfully lowered the rate of uninsured children under the age of 19 from 22 percent
in 1997 to 7.3 percent in 2010 thanks to ARKids First, the state’s Medicaid and Children’s Health Insurance
Program (CHIP) program.!-2 Child advocates should be proud of these remarkable gains. However, there is
still work to do to ensure that all Arkansas children get health coverage, keep it, and access the health care they
need.

One way to help is to ensure the adults in children’s lives, including future parents, have health insurance too.
More than a half-million Arkansans are uninsured, most of whom are adults between the ages of 19 and 64.
New coverage options under the Affordable Care Act (ACA) will give many access to affordable health coverage
for the first time.

Opverall, the new health law has the potential to reduce the number of uninsured children by about 40 percent,
which would help almost 22,000 Arkansas children gain coverage.3 When low-income parents have health
coverage, eligible children are more likely to enroll as well, stay enrolled, and receive preventive care and other
health services.# Adults benefit too. A recent study showed that, particularly for adults age 35-64, minorities, or
those of lower socioeconomic status, mortality is reduced when Medicaid coverage is extended.>

Arkansas has the chance to ensure all families can gain from the peace of mind that secure health coverage
brings. Two primary components of the ACA would help accomplish the goal of covering uninsured Arkansans:

*  Extending Medicaid to uninsured adults who earn less than or equal to 138 percent of the Federal Pov-
erty Level (FPL), or about $31,800 per year for a family of four, and

*  Offering coverage through the state’s Health Insurance Exchange to uninsured families with incomes
above the new Medicaid eligibility limit, with subsidies on a sliding scale (in the form of advance tax
credits) to families of four who earn less than $92,200 per year.

An estimated 250,000 Arkansans will become eligible for Medicaid if the state takes advantage of the opportu-
nity; another 200,000 will be eligible to purchase subsidized coverage through the Exchange.® This brief dem-
onstrates why Arkansas should make Medicaid available to adults up to 138 percent of the federal poverty level
as allowed by the ACA to help all Arkansas families gain access to health coverage and better health.

What coverage is available through Medicaid today?

For many years ARKids and Medicaid have ensured that low-income children, disabled adults, pregnant wom-
en, and seniors have access to health care. ARKids First covers children up to 200% FPL ($46,100 for a family
of four). However, many low-income adults remain ineligible for Medicaid. While federal law requires Med-
icaid cover low-income parents, it lets states choose whether to extend beyond the required minimum level of
coverage. Arkansas, next to Alabama, has the most restrictive Medicaid program in the country when it comes
to eligibility for parents. This means most parents and non-disabled childless adults who are not pregnant do
not qualify for Medicaid in Arkansas. The eligibility process is complex, but the table below outlines basic in-
come limits for several Arkansas Medicaid categories.”




Arkansas Medicaid Eligibility - Income Limits

Parents Jobless parents are eligible up to incomes of 13% FPL ($3,000/year for a
family of four). Working parents are eligible up to 17% FPL ($3,900/year
for a family of four). Must have less than $1,000 in assets. This is the mini-
mum coverage allowed by federal law.

Childless adults (non- Non-disabled, childless adults who are not pregnant and work fewer than 30

disabled, not pregnant) hours per week are not eligible for Medicaid. Adults who have been unin-
sured more than 12 months, who are employed or self-employed and work
30+ hours a week, whose jobs do not offer group coverage, who earn less
than 200% FPL ($46,100/year for a family of four) can qualify for AR-
HealthNetworks. Only a few thousand childless adults are enrolled in this
program today. 8

Pregnant Women Pregnant women are eligible for Medicaid during and immediately following
their pregnancy if they earn up to 200% FPL ($46,100/year for a family of
four) and have less than $3,100 in assets. This is through Medicaid’s “Un-
born Child” option.

Disabled Children and adults who are permanently disabled (for more than 12
months) who also earn less than $674/month and have less than $2,000 in
assets are eligible for Supplemental Security Income (SSI) Medicaid.

Children Children are eligible for ARKids First if their family earns up to 200% FPL
($46,100/year for a family of four).

Eldery/Long-term care Elderly individuals who earn less than $2,022/month and have less than
$2,000 in assets can qualify for Medicaid.

Private insurance options are not much better for low-income families. The average annual premium for fam-
ily health coverage was almost $12,000 in 2010.° In a state with a median income of just $38,400, the cost
of health coverage represents a significant portion of most families’ budgets.!® Many jobs do not offer health
coverage to employees, or the employer may not pay enough of the premium for coverage to be affordable to
families. This leaves many unable to access private coverage.

Families above the poverty level will qualify for subsidies, in the form of tax credits, to help them afford cover-
age through the Exchange. However, there is a significant gap between Arkansas’s current Medicaid coverage
and the lowest income at which subsidies are available, 100 percent of the poverty level. An Urban Institute
report estimated that 167,000 uninsured Arkansans exist in a “coverage ravine” where there are no options for

affordable coverage.!! Extending Medicaid will help bridge this gap and make coverage affordable for all.
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Who are Arkansas’ uninsured adults?

Examining the data for uninsured adults helps demonstrate why covering parents and other adults helps chil-
dren and strengthens families. The data from the American Community Survey help paint a picture of the
uninsured adults in Arkansas.

The vast majority of Arkansas’s half million uninsured are adults between the ages of 19 and 64 (Figure 1).
About half would be eligible for the new Medicaid program, while the other half would be able to purchase
coverage in the Exchange.

Number of Uninsured Adults, 19-64,
by Income, 2010
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Figure 1 Unpublished runs from Population Reference Bureau analysis of
2008, 2009 and 2010 ACS PUMS data, US Census Bureaul?

Almost half of non-elderly adult Arkansans who could qualify for extended Medicaid coverage are uninsured.!3
Their 48 percent uninsured rate is almost double that of any other income range (See Figure 2).
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Rate of Uninsured Adults, 19-64, by
Income, 2010
 50.0% 47.6%
=
-E 40.0%
g 30.0% 25.7% 26.0%
£ =0
€ 20.0%
: 0,
S 10.0% 8.0%
: [
(4]
€ 0.0%
<138% FPL  138-400%FPL  >400% FPL All Incomes
Income Range as percent of Federal Poverty Level

Figure 2 Unpublished runs from Population Reference Bureau analysis of
2008, 2009 and 2010 ACS PUMS data, US Census Bureau

Adults of childbearing and parenting age - those most likely to be caretakers of children - have the highest
uninsured rate among those potentially eligible for extended Medicaid coverage.'* Upwards of 50 percent of
younger adults are uninsured (Figure 3). Poor physical or mental health in parents can place stress on a child,
impairing his or her well-being.!5 Since uninsured adults are more likely to go without needed care, it’s likely
more uninsured parents have untreated health issues affecting the children around them.16

Uninsured Rate for Low-Income Adults, age 19-64,
Eligible for Extended Medicaid, by Age, 2010
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Figure 3 Unpublished runs from Population Reference Bureau analysis of
2008, 2009 and 2010 ACS PUMS data, US Census Bureau

Parents, specifically, lack coverage. In Arkansas, 143,000 parents are uninsured; 80,000 of these would be
eligible for Medicaid if were extended to 138 percent of the poverty level. Medicaid eligibility for parents in
Arkansas is very low: families can earn no more than $3,000 per year for a family of four, with a $1,000 limit
on personal assets. Parents with poor health and no coverage may be less able to work and take care of their
families.!” The table below shows that most uninsured parents eligible for extended Medicaid coverage are from
working families (See top of page 8).




0f 80,000 Uninsured Parents Eligible for Extended Medicaid Coverage:

23% Are currently eligible for Medicaid, but un-enrolled
39% Earn less than $11,755 per year for a family of four
58% Work

70% Are white

100% Are parents who have a child eligible for ARKids First

If Arkansas does not choose to extend Medicaid, most uninsured adults below the poverty line — including
these 80,000 parents - are left without an affordable path to coverage. Significant geographic gaps exist by
county as well.

Rate of Uninsured Adults, 19 to 64, Eligible for Extended Medicaid, 2010
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Source: U.S. Census Bureau, Small Area Health Insurance Estimates. http://www.census.gov/did/www/sahie/data/interactive/index.html




Extending Medicaid is a good deal for Arkansas

It’s clear that covering parents and other adults by extending Medicaid to those who qualify under the ACA is
the right thing to do for Arkansas families. If the state does not choose to do so, low-income uninsured adults
will continue to lack realistic options for health coverage. Providing coverage for low-income adults has the
added benefit of reducing the number of uninsured children in Arkansas.

The great news is that extending Medicaid is the right thing to do not only for Arkansans who will gain cover-
age, but for the state’s budget and taxpayers. Arkansas’s Department of Human Services estimates show that
extending Medicaid will save more than $630 million in state funds over the first eight years. Despite covering
thousands more people, net savings are achieved through the following!:

*  More than $800 million in additional federal dollars coming through Arkansas’s health care system each
year

e State tax revenue generated by the new federal investment

*  Reductions in the state’s budget directed to uncompensated physical and mental health care

e Transition of individuals from existing categories of Medicaid (such as pregnant women or the medi-
cally needy “spend down” category) to the new Medicaid or the Exchange

*  Anincrease in the match rate for ARKids First B beginning in 2015

If Arkansas extends Medicaid starting January 1, 2014, the costs for covering newly-eligible Arkansans will be
fully funded for three years by the federal government. After 2017, the state’s portion of the cost for the newly
eligible adults stair-steps down to a 10% maximum in 2020. It would be a smart investment for the state to al-
low the federal government to pay for pent-up demand that the newly-insured will have in the first few years of
Medicaid’s extension, taking over the small state portion once serious health issues have been dealt with.

Medicaid dollars have been shown to turn over more than six times in Arkansas’s economy and generate signifi-
cant tax revenue.'® While helping grow state revenue, Medicaid also helps build strong communities. A recent
report from the Arkansas Hospital Association showed that the state’s hospitals generate $10.3 billion annually
in economic activity. Local hospitals are major employers and economic generators that depend on Medicaid
to help them stay afloat. Extending Medicaid will reduce the burden of unreimbursed care for hospitals, shown
to be $338 million in 2010.20 It will help hospitals continue to serve their communities, especially as they face
reductions in government payments for uncompensated care.

Most of all, healthy Arkansans mean a healthier workforce and better economic opportunities for communities
and the state.

What about the Medicaid budget shortfall?

Arkansas faces a predicted shortfall of somewhere between $250 and $400 million in its current Medicaid pro-
gram in state fiscal year 2014. The state savings generated by extending Medicaid will help address this shortfall
in years 2015 and beyond, though it will not solve the funding issue on its own.

Arkansas’s Payment Improvement Initiative is projected to begin saving state Medicaid dollars by financially
incentivizing providers to give high-quality, efficient care.2! However, the program has just begun to be imple-
mented, so major savings are not projected to begin in the near term. Without additional revenue sources, the
state’s existing Medicaid program has the very real potential of being cut.
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Optional Medicaid services, which provide vital health benefits to beneficiaries but are not required to be part
of Medicaid, would be most vulnerable to cuts. These services include?2:

*  Many home- and community-based services for elder care and developmental disabilities
*  Prescription drug services

*  Assisted living facilities other than nursing facilities

e Durable medical equipment and oxygen

*  Hospice

® Transplant programs

While ARKids First B is not a required program, the Affordable Care Act protects children served by this pro-
gram until 2019 through its “Maintenance of Effort” provision.23 Arkansas may not cut eligibility for ARKids
First before 2019, though services could potentially be altered if the state budget issues are not addressed. Alter-
natively, provider reimbursement rates could potentially be cut to help deal with the shortfall.

As Arkansas looks for ways to trim costs in Medicaid, the state must be careful not to implement policies that
rebuild barriers to enrollment or put the state at risk of future cuts. For example, groundless drug-testing of
Medicaid recipients or requiring additional documentation before enrollment could prevent families from
applying for coverage. Adding cost-sharing to services is another barrier to children receiving care, and unpaid
co-pays are often borne by providers.24 Flexibility in program design is important, but block grants or other
caps on federal funding can put the state at risk during tough economic times when more people need coverage
through Medicaid but revenues are down.?5

The Right Choice for Arkansas

Medicaid is good for children and families, it’s good for the economy, and it’s good for local communities.
When parents get coverage, children get the coverage and care they need. Extending Medicaid would help
250,000 more Arkansans, including parents, access health coverage. Arkansas has the opportunity to extend
coverage to many who have no option for coverage today, thanks to the Affordable Care Act. When all of the
evidence says “it’s the right thing to do,” we're confident our state leaders will make the right decision.
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