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Introduction and Scope of the Evaluation

This annual report on Missouri’s program for heath care for uninsured children/State Children’s Health
Insurance Program (SCHIP) is being submitted to the General Assembly as required by Section 208.650
of the Revised Statutes of Missouri. The SCHIP program operated as part of a Medicaid Section 1115
Healthcare Demonstration Waiver program (1115 Waiver) between September 1, 1998 and September 30,
2007. The 1115 Waiver originally expanded eligibility to uninsured children, adults leaving welfare for
work, uninsured custodial parents, uninsured non-custodial parents and uninsured women losing their
eligibility 60 days after the birth of their child.! Effective September 2007, Missouri's SCHIP program
began operating as a combination SCHIP program. Missouri provides presumptive eligibility for children
in families with income of 150% of FPL or below until an eligibility decision is made. Uninsured children
age birth through age 18 with family income below 150% of FPL are covered under the MO HealthNet
expansion. Uninsured children under age 1 with family income more than 185% but less than 300% of
FPL and uninsured children age 1 through age 18 with family income between 151% and 300% of FPL are
covered under a Separate Child Health Program. The SCHIP program has the following goals:

» Reduce the number of people in Missouri without health insurance coverage;

» Increase the number of Missouri children, youth and families who have medical insurance
coverage; and

» Improve the health of Missouri’s medically uninsured population.
Over the years, changes made to the 1115 Waiver program have focused coverage on SCHIP children and
uninsured women losing their eligibility 60 days after the birth of their child. Cost sharing has also
changed. Early on, depending on the income level of a family a combination of co-pays and premiums or
co-pays only were charged. Beginning September 2005, co-pays were eliminated in lieu of graduated
premiums for all families with incomes greater than 150% of FPL.
Per the statute, this report focuses on three questions:
Study Question 1: What is the impact of the SCHIP program on providing a comprehensive array of
community based wraparound services for Seriously Emotionally Disturbed Children (SED) and children
affected by substance abuse?
Study Question 2: What are the overall effects of the SCHIP program? Specifically, what is:

» The number of children participating in each income category?

» The effect on the number of children covered by private insurers?
The effect on medical facilities, particularly emergency rooms?

The overall effect on the health care of Missouri residents?

The overall cost to the state of Missouri?

vV VYV V VYV

The methodology used to determine availability for the purpose of enrollment, as established by
rule?

Study Question 3: Does the SCHIP program have any negative impact on the number of children
covered by private insurance because of expanding health care coverage to children with a gross family
income above 185% of the federal poverty level (FPL)?

! Service delivery to children began September 1, 1998. Service delivery for adults began February 1, 1999.
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Throughout this report, we use the following terminology:
MO HealthNet or Medicaid refers to program for the Title X1X state plan Medicaid population.

SCHIP refers to the targeted low-income expansion program for children.

Data Sources and Approach

Evaluation relied on the use of previously aggregated, readily available data from the state of Missouri and
obtained from other sources. Major data sources are as follows:

» Health Status Indicator Rates — Department of Health and Senior Services (DHSS), Community
Health Information Management and Epidemiology (CHIME);

» Missouri Information for Community Assessment (MICA) — DHSS;
» Monthly Management Report — Department of Social Services (DSS); and

» Multiple Data Requests — MO HealthNet Division (MHD), DSS and Department of Mental Health
(DMH).

In addition to the aforementioned data sources journal articles and health publications produced by the
federal government and national health policy researchers were utilized.
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Study Question 1: What is the impact of the SCHIP program on
providing a comprehensive array of community based
wraparound services for seriously emotionally disturbed (SED)
children and children affected by substance abuse?

Woraparound services are a class of treatment and support services provided to an SED child and/or the
child’s family with the intent of facilitating the child’s functioning and transition towards a better mental
health state. Wraparound services include family support services, case management, respite care, family
assistance, targeted case management, transportation support, social and recreational support, basic
needs support and clinical/medical support.

Important parameters to be considered are:

» Comparisons of utilization of wraparound services across service delivery systems are focused on
evaluating whether managed care organization (MCO) enrollment impacts how and/or what
wraparound services are provided. Eligibility and service utilization data from DMH and MHD
for the evaluation period were compiled and analyzed.

» DMH and MHD have developed joint protocols and guidelines for the provision of wraparound
services. DMH provides the funding for the services (either full funding or the state’s match).
DMH also coordinates and oversees the delivery of these services.

» The results from this year’s report are not directly comparable with those reported last year.
First, this evaluation is for 13 months rather than the 12-month period of last year’s report.
(Note: this was done because the 1115 Waiver concluded on September 30, 2007.) Second, data
are reported for three separate groups: all FFS, all managed care, or both FFS and managed care.
Enrollees were categorized in one of these groups by comparing their periods of eligibility with
their periods of MCO enrollment (if any). This analysis allowed the retention of more
observations. Third, this analysis included codes for respite and targeted case management that
were not included in last year’s calculations.

Methodology for Data Analyses

DSS and DMH data on SCHIP program eligibility, MCO enrollment and wraparound service utilization
beginning September 1, 2006, and ending September 30, 2007, were used in this analysis. There were
1,477 children in the SCHIP program population who received wraparound services during the study
period. For this analysis, the group was further divided into 882 fee for service (FFS) participants and
595 managed care organization (MCO) participants. Of the 595 MCO participants, 215 received services
exclusively through MCOs and 380 received services through FFS and MCOs. The table on page 4 shows
that the total of all wraparound services per child for the FFS population was 1.3 times greater than for the
exclusively MCO population; the mixed MCO/FFS population had the greatest average number of services
per child. The figure on page 4 shows how the mix of services differed among the populations. For
example, case management services accounted for 87% of the services utilized by the FFS population,
while amounting to 77% of the MCO population, and 67% of the mixed group. Conversely, respite services
amount to 16% of the mixed group, 12% of the MCO group, and just 4% of the FFS group.
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SCHIP Children’s Wraparound Service Utilization by Service
Targeted . . Wrap-
Other Case Family Family .
Case " Respite around Total
Management Management Assistance  Support p Services

Quantity of Services

FFS 9,714 4,999 1,239 16 696 186 16,850
MCO 1,235 1183 125 124 362 95 3,124
Mixed 2,343 3857 1,381 73 1,455 176 9,285
Services per Child

FFS 11.0 5.7 1.4 0.0 0.8 0.2 19.1
MCO 5.7 55 0.6 0.6 1.7 0.4 14.5
Mixed 6.2 10.2 3.6 0.2 3.8 0.5 24 .4

Source: Department of Social Services and Department of Mental Health

Share of Services By FFS, MCO, and Mixed FFS/MCO Participants
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FFS
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B Wraparound services
O Respite
O Family Support

1.1%
4.1%
0.1%

3.0%
11.6%
4.0%

1.9%
15.7%
0.8%

B Family Assistance

7.4%

4.0%

14.9%

O Case Management

87.3%

77.4%

66.8%

Note: Case Management includes targeted case management and other case management. Respite

includes independent and youth respite care. Bars represent 100 percent of service count for each
category. Percentages may not add to 100 due to rounding.
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These statistics alone are not conclusive evidence of a disparity, particularly without an analysis of the
populations' differences, what non-wraparound mental health and substance abuse services the
individuals are receiving, and whether there are differences unrelated to the service delivery model. For
example, some services may be more easily obtained in an urban area (where managed care exists) than a
rural area (where there is no managed care).

These data demonstrate that SCHIP children with SED are receiving certain wraparound services,

particularly case management and family assistance services. However, it appears that relatively few
families are accessing respite or other wraparound services.
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Study Question 2: What are the overall effects of SCHIP
program?

1. What is the number of SCHIP Participants by Premium and Non-Premium
children participating in the Above 15004
rogram in each income ve °
cF:)ateg orv? Up to 150% to 300%
gory: FPL FPL
. (non-premium) (premium) Total
For the most recent eighteen- Jul - 2007 42,093 17,772 59,865
month period, January 2007 Aug - 2007 41,014 17,756 58,770
through June 2008, SCHIP Sep - 2007 40546 18,324 58,870
program enrollment ranged from I\?:\f ; ggg; 2(1’"11% 1%2; ggvgéz
66,153 in March 2007 to 53,429 in Dec - 2007 41468 18,640 60,108
October 2007 (See table, rlght) Jan - 2008 40,924 19,792 60,716
Feb - 2008 40571 20,754 61,325
2. What is the effect of the Mar - 2008 40,214 20,784 60,998
SCHIP program on the Apr — 2008 38,829 19,634 58463
number of children covered May - 2008 39105 19,918 59,023
by private insurers? Jun - 2008 38,800 20,123 58923
y P : Source: Department of Social Services, Monthly Management Reports

Among those children who do

have insurance, there has been redistribution over the past seven to eight years by type of coverage
both in Missouri and in the nation as a whole. As discussed in previous evaluations, there has been an
overall decline in employer sponsored insurance (ESI). However, it is not evident that the SCHIP
program has caused these reductions. Notably, the rate of ESI is dropping nationwide. Researchers
and policy analysts attribute these declines to several factors:

» A decrease in the percentage of jobs with benefits — 69% in 2000 to 63% in
2008.2 Declines in ESI coverage rates are often tied to:

(1) Shifts in employment from large to small firms.

(2) Shifts from industries more likely to provide ESI to industries less likely to provide ESI
(high-coverage industries include mining, manufacturing, utilities,
finance/insurance/real estate, education and public administration; low-coverage
industries include agriculture, construction, transportation, wholesale/retail, trade,
information/communication, professional health and social services and
art/entertainment). Certainly in Missouri these changes are occurring. For example,
between January 2000 and June 2008, people working in jobs classified as
manufacturing declined 29%. During that same time, the percent of people working in
construction jobs increased 13%.3

(3) Shifts from full-time to part-time work.

» Increases in the cost of ESI to employers. The cost of ESI has increased, particularly
relative to increases in workers’ earnings. As a percent of total premiums paid, the employee
portion has remained relatively constant at 16% for single coverage and 27% for family
coverage. However, in terms of dollar amounts the employee must pay, there have been large
increases; between 2000 and 2008 premiums for single and family coverage more than
doubled—an increase of more than 100 %—from $28 to $60 per month for single coverage
and from $135 to $280 for family coverage.2 During this same time median income increased
by less than 20% (when reported in current dollars (2007), median income actually decreased

2 The Kaiser Family Foundation and Health Research and Educational Trust (HRET), “Employer Health Benefits 2008 Annual Survey,” (2008),
http://ehbs.kff.org/.

3 US Department of Labor, Bureau of Labor Statistics. Regional and State Employment and Unemployment: June 2008. US Department of Labor,
Bureau of Labor Statistics. Regional and State Employment and Unemployment: June 2000. Available on-line http://www.bls.gov/LAU/
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by .64% between 2000 and 2007 from $50,557 to $50,233).4 This suggests that ESI, when
offered, is becoming less affordable for many people, particularly those with lower incomes.

Study Question 3 (see page 12) provides additional information on the impact of the SCHIP program
on the number of children covered by private insurance.

3. What is the effect of the SCHIP program on medical facilities, particularly emergency
rooms?

It is well documented that uninsured individuals are more likely to be hospitalized for preventable
conditions and use emergency rooms (ERS) to receive needed care.> Therefore, if the preventable
hospitalizations and ER utilization rates for the SCHIP program population are similar to other
insured populations and for MO HealthNet participants, we could infer that the program is having a
positive effect on medical facilities and ERs (e.g., they have fewer avoidable admissions and there are
fewer children using the ER when a visit to a physician might be more appropriate).

To answer this question the following indicators were examined:

» Frequency of preventable hospitalizations (hospitalizations are considered to be avoidable
when the associated primary diagnosis is for a preventable or manageable illness); and,

» ERvisits.t
Utilization of these services was compared across three populations:
» Children eligible for medical assistance through the SCHIP program;?
» Children otherwise eligible for medical assistance (MO HealthNet [Medicaid] children);8 and,
» Children not eligible for any publicly funded medical assistance (Non-MO HealthNet
children); which consists primarily of individuals with commercial, i.e., private health

insurance.

DSS and DHSS data were used to compute these indicators.

The American Academy of Pediatrics recommends the rate of hospitalizations for ambulatory-
sensitive conditions (asthma, diabetes, gastroenteritis, etc.) as an indicator for evaluating the impact
of SCHIP programs. High rates of preventable hospitalizations may indicate lack of access to or
insufficient utilization of primary care services. Consistent with this premise, for calendar years 2000
through 2006, we examined rates of preventable hospitalizations, preventable hospitalizations due to
asthma, ER visits and ER asthma visits. All rates are measured as the incidence per 1,000 population.

4 U.S. Census Bureau, Current Population Survey, Annual Social and Economic Supplements, Historical
Income Tables — Households, Table H — 8 Median Household Income Tables — Households, available

at: www.census.gov/hhes/www/income/histinc/h08.html

5 Kaiser Commission on Medicaid and the Uninsured, “The Uninsured and Their Access to Health Care.” October 2007.

6 From “Missouri Monthly Vital Statistics”, 29(4), 1995, State Center for Health Statistics, Missouri Dept. of Health. The diagnoses associated with
avoidable hospitalizations in this study are: Angina; Asthma; Bacterial Pneumonia; Cellulites; Chronic Obstructive Pulmonary Disease; Congenital
Syphilis; Congestive Heart Failure; Dehydration; Dental Conditions; Diabetes; Epilepsy; Failure to Thrive; Gastroenteritis; Hypertension;
Hypoglycemia; Kidney or Urinary Infection; Nutritional Deficiencies; Pelvic Inflammatory Disease; Severe Ear, Nose or Throat infection; Tuberculosis.
7 The 1115 Waiver group includes children with eligibility codes 71, 72, 73, 74, and 75.

8 The Medicaid group includes children with eligibility codes 06 to 70, 87, and 88. Note that this cohort includes children in foster care, the juvenile
courts, group homes, and in the care of the Division of Youth Services. It also includes a relatively small number who are blind or have been
determined to be disabled
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Preventable Hospitalizations

> Since 2000, Preventable Hospitalizations Per 1,000 Missouri Children
prevgntgble. (All Diagnoses)
hospitalizations for 200
the SCHIP population .
have decreased by 163 181

. R
slightly more than 150 142 140 - —— MO HealthNet
15%. During this time (Medicaid)
prevgntqble. 97 g4 SCHIP
hospitalizations for 100 8.9 8.2
8.0 7.7 75 .
the MO HealthNet ' Non-MO HealthNet
(Medicaigy | - == " - (Non-Medicaid)
population _decreased 20y s, 58 59 55 58 62 g5  — —USBenchmark
by 7.5% while they 7.2/1000
increased by 3% for
0.0 T T T T T T

the non-MO 2000 2001 2002 2003 2004 2005 2006

HealthNet group.®

» By 2006, the SCHIP group rate of 8.2 was within 14% of the national benchmark of 7.2.

Preventable Asthma Hospitalizations

> Since 2000, Preventable Asthma Hospitalizations Per 1,000 Missouri Children
preventable 60
hospitalizations due TP fleattniiet
to asthma for the 504 46 sl
SCHIP population a0 36 39 37 Sekll
have decreased by I ST g e
more than 44%. 309 . ——Non-MO HealthNet
During this time I —— 21__ 19 21 _ .o e (Non-Medicaid)
preventable — =US Benchmark
hospitalizations due e 2.25/1000
to asthma for the MO 11 0.9 10 0.9 1.0 1.0 10

HealthNet (Medicaid) o
population decreased

by 27% and by

slightly more than 12% for the non-MO HealthNet population.

2000 2001 2002 2003 2004 2005 2006

» By 2006, the SCHIP population rate of 1.6 was nearly 30% below the national benchmark rate
of 2.25.

° Data in the figures may not compute to the summary percentages in the text due to rounding.
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ER Visits

» Since 2000, ER visits
for the SCHIP
population have

800.0

Preventable ER Visits Per 1,000 Missouri Children

increased by 3%.
D.U.I"tinfg thtll'f ti'\r/TS’ ER 700.0 676.0 671.0 6732 0o 662.5 680.2
visits for the 620.5
HealthNet (Medicaid) 600.0 1 _M|v? (Ij—!ea_l(tthet
population increased by yeag OO S0B1 5087 4771 ety
less than 1% while ER 80007 72 426.2 4398 SCHIP
visits for the non-MO ] e e = = — — =
HealthNet population Non-MO
decreased by nearly 7%. 3000 1 HealthNet (Non-
265.0 264.7 2655 Medicaid)
> By 2006, the SCHIP ol IO 208 — —ys encnmar
population rate of 477.1 1000 -
was within 20% of the o
national benchmark . . .
rate of 400.
ER Asthma Visits

> Since 2000, ER visits
due to asthma

Preventable Asthma ER Visits Per 1,000 Missouri Children

decreased by more than 250 1

11% for the SCHIP 2L 100

population. ER visits 200 1 185 —_ 180

decreased by more than 60 166 73

20% for the MO 0] 133 133 —— MO HealthNet

HealthNet (Medicaid) 114 = 113 119 (Medicaid)

population and by ol o _ __>> 01 ___—— e

nearly 14% for the non- R p

MO HealthNet (Non-Medicaid)

population. B 52 54 51 53 5o g4 — USBenchmark 10/1000
> By 2006, the SCHIP 00

population rate of 11.9
was within 19% of the
national benchmark of 10.

2000

2001 2002 2003

2004 2005

2006

A summary of the indicators discussed is presented in the following table. Detailed data are included

as Appendix I.

-

Summary of 2006 Indicators for Missouri Children under 19

SCHIP MO HealthNet Non — MO HealthNet Benchmark
(Medicaid) (non-Medicaid)
Preventable hospitalizations 8.2 15.0 5.5 7.2
Preventable asthma hospitalizations 1.6 34 1.0 2.25
ER visits 477.1 680.2 240.3 400.0
ER asthma visits 11.9 17.3 4.8 10.0

reventable asthma hospitalizations); CDC's Health, United States, 2005 (ER visits); CDC, NCHS Health E-Stats (ER asthma visits)

\E’;ta sources: Department of Health and Senior Services; Benchmark: Kozak , Hall and Owings (preventable hospitalizations); Health People 2000

~

/
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4. What is the overall effect of the SCHIP program on the health care of Missouri
residents?

The SCHIP population is about 1% of the entire state population. The ability of this population to
affect health care outcomes of Missourians as a whole would be difficult to discern. What we do know
is that 10.4% of Missouri's children are uninsured, which ranks us 31st in the nation.’® Without the
SCHIP program approximately 59,000 additional children would most likely be uninsured, raising
the state's percentage of uninsured children to 14.5% and lowering our rank to 48th,

It is important for children to have health insurance. Below are just a few examples of what it means
to a child to have health insurance coverage when compared to children without health insurance:t

» Insured children are six times more likely to have a usual site of care.
Insured children are twice as likely to see a physician during the year.
Insured children are six times more likely to receive medical care.

Insured children are four times more likely to receive preventive dental care.

Insured children are three times more likely to receive prescriptions.

vV V Y VYV V

Insured children are more than twice as likely to receive treatment for recurring ear
infections.

Y

Insured children with special health needs are three times more likely to get needed care.
» Insured children are nine times less likely to be hospitalized for a preventable problem.
5. What is the overall cost of the SCHIP program to Missouri?

The SCHIP program is funded with state (general revenue), federal and other dollars.'2 Actual
expenditures for FY 2008 are provided below.

SCHIP Expenditures

FY 2008
Actual

State

(General Revenue) $20,342,170

Federal $80,819,617

Other $8,308,447

Total $109,470,234

10 U.S. Census Bureau, Current Population Survey, Annual Social and Economic Supplements, Table HIA-5. Health Insurance Coverage Status and
Type of Coverage by State--Children Under 18: 1999 to 2007, available at: http://www.census.gov/hhes/www/hlthins/historic/hihistt5.xls

11 Kaiser Commission — Children's Health — Why Health Insurance Matters, May 2002.

2 Pharmacy Rebates Fund, Federal Reimbursement Allowance Fund, Pharmacy Reimbursement Allowance Fund, Health Initiatives Fund, Premium
Fund and Medicaid Managed Care Organization Reimbursement Allowance Fund were available in FY 2008.
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6. What is the methodology used to determine availability for the purpose of enrollment,
as established by rule?

13 CSR 70-4.080, State Children's Health Insurance Program, sections (2), (3), (5), (6) and (11) is the
rule that establishes the methodology to determine availability for enroliment.

Eligibility provisions for families with gross income of more than 150% of FPL.:

» Children must not have health insurance for the six months prior to the application.

» If health insurance was dropped within the six months prior to application, prospective
participants must wait six months after coverage was dropped to be eligible. Children with
special health care needs who do not have access to affordable employer-subsidized health
care insurance are exempt from the for six month penalty for loss of insurance coverage
without good cause and the 30-day waiting period for children in families with income of
more than 225% of FPL, as long as the child meets all other qualifications for eligibility.

» Parents\guardians of uninsured children must certify the child does not have access to
affordable health care insurance.

In addition to these provisions, the following rules apply to premium payments:

» Children in families with gross incomes of more than 150% but less than 225% of FPL are
eligible once a premium has been received.

» Children in families with gross incomes of more than 225% and up to 300% of FPL are
eligible 30 calendar days after the receipt of the application if the premium has been received.

» Total aggregate premiums can not exceed 5% of the family’s gross income for a 12-month
period.

» Premiums must be paid prior to delivery of service.

How are premiums set?

Income Category Monthly Premium Calculation
(1) More than 150% Amount is equal to 4% of monthly income
and up to and between 150% and 185% of FPL for the

including 185% FPL family size.

(2) More than 185% Amount is equal to 8% of the monthly

and up to and income between 185% and 225%o0f the FPL
including 225% FPL for the family size plus premium calculated
in category 1.

(3) More than 225% Amount is equal to 14% of monthly income
and up to 300% FPL between 225% and 300% of FPL for the
family size plus the premium calculated in
category 1 and 2, not to exceed 5% of family
gross income.
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Study Question 3: Does the SCHIP program have any negative
impact on the number of children covered by private insurance
as a result of expanding health care coverage to children with a
gross family income above 185% of the federal poverty level
(FPL)?

This question is directed at the issue of crowd out, defined as a shift from private health insurance
coverage to public coverage. This generally occurs in one of three ways:

» Anindividual drops private coverage for public coverage; or

» An enrollee with public coverage refuses an offer of private coverage (does not take-up the
coverage); or

» Employers take actions they would not have taken in the absence of public coverage which have
the effect of forcing or encouraging their employees to drop private coverage and shift to public
coverage (for example, they increase premium contributions or no longer offer coverage at all).13

Crowd out does not occur when people, who would otherwise have become uninsured, enroll in a public
program.4

Measuring Crowd Out

The existence and extent of crowd out could be determined by analyzing the mix of private and public
coverage before and after a public program expansion. If all else is equal, a decrease in enrollment in
private insurance occurring in the same timeframe as an increase in public coverage is evidence of crowd
out.

However, not all things are equal. As discussed in Study Question 2, Part 2, over the last several years
there has been a shift from jobs that traditionally offered health coverage (i.e., manufacturing) to jobs not
offering coverage (i.e., construction) and decreases in the percentage of firms offering employer-
sponsored insurance (ESI) and increases in the cost of ESI. For crowd out to occur employers must take
actions to steer employees away from ESI coverage and towards public coverage. This is difficult to
determine because employers are experiencing annual increases in their costs related to providing health
insurance and might increase employee contributions and/or stop providing coverage regardless of the
existence of expanded public programs.

Employees contribute to crowd out by choosing not to take up the ESI coverage because enrolling in a
publicly funded program will save them money. Again, determining what motivates people to act in
certain ways is not easy. For example, employees may not take up dependent coverage because of
increasing premiums and the existence of an expanded public program does not necessarily play into their
decision.

Because of the inherent challenges in quantifying crowd out, the importance of the issue to policymakers,
and last year’s debate in the United States Congress regarding the reauthorization of SCHIP much
research has been done in this area. Still there is no consensus on the prevalence of crowd out. A 2004
synthesis, compiled by the Robert Wood Johnson Foundation, summarized the findings of 25 different
models developed to measure the effects of crowd out. The crowd out estimates from these models
ranged from no evidence of crowd out to upwards of 75% (not all of the findings were statistically
significant).’> The huge range in these estimates is due to differences in the data (for example, the way it
is collected); different assumptions in developing the model (for example, assumptions about how

13 Davidson, G., L. A. Blewett, & K. T. Call (June 2004). Public Program crowd-out of private coverage: What are the issues? The Robert Wood
Johnson Foundation: Research Synthesis Report No. 5.

4 Davidson, Blewett & Call (June 2004).

15 Davidson, Blewett & Call (June 2004).
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changes in the economy would affect private coverage); differences in the programs which have been
studied (e.g., state differences or differences in income thresholds) and the inherent challenges in
ascertaining the motivations of both employers and employees.

Last year, the Congressional Budget Office (CBO) estimated that among children there would be a
reduction in private coverage of between a quarter and half of the increase in public coverage. Or, stated
another way, for every 100 children who enroll in SCHIP programs, there is a reduction of between 25 and
50 children who have private coverage.16 It is worth noting, however, that in its estimates CBO defines
crowd out to include all children who are uninsured when they enroll but whose families would—in the
absence of SCHIP or Medicaid—have purchased private coverage for their children in the future; CBO has
not counted just those children who had private insurance that was dropped for public program
coverage.l’

State Level Reports on Crowd Out

In addition to the general research on crowd out, CMS evaluations of crowd out in 16 states have found
that:

e 8 states reported no evidence of crowd out;
e 5 states reported crowd out rates of less than five percent; and
e 3 states reported crowd out rates between 10 and 20 percent.!8

The Congressionally mandated SCHIP Evaluation of experiences in ten states determined that although
28 percent of new entrants had ESI in the six months prior to enrollment:

e 14 percent involuntarily lost coverage
e 8 percent found the employer coverage unaffordable; and
e Only 6 percent voluntarily dropped their ESI.19

In Missouri, previous CMS-required evaluations on the SCHIP program have concluded that, though
there were potential indicators — the increase in SCHIP program enrollment numbers concurrent with
decreases in the current population survey reported private enrollment numbers — there was not enough
evidence to support a conclusion that crowd out was occurring. That is, most likely, the changes in
enrollment were due to economic conditions such as a reduction in the number of jobs that provide health
insurance and increased cost shifting of health insurance premiums by employers to employees.20

For the evaluation period of September 1, 2003, through August 31, 2004, the authors of the Missouri
evaluation spoke with 18 employers who provided general information about their companies and
anecdotal information about their health insurance plans. In addition, two representatives of Chambers
of Commerce were consulted about what they hear from their members regarding health insurance
offerings and take up rates among employees.2! Specifically, these individuals were asked:

» Whether they consider the existence of public coverage, in particular expanded public programs,
in deciding whether to offer ESI and in developing their offerings;

16 Congress of the United States, Congressional Budget Office, “The State Children’s Health Insurance Program,” May 2007.
Y Ku, L. (September 27, 2007). “Crowd-Out is Not the Same as Voluntarily Dropping Private Health Insurance for Public Program Coverage,”
Center on Budget and Policy Priorities.
8 Dubay, Lisa. (August 29, 2007). “Crowd-Out Under SCHIP: Looking Back and Moving Forward.” Power Point Presentation Available at:
?étp://www.alIhealth.org/briefing_detail.asp?bi:112

Ibid.

20 Alicia Smith & Associates, LLC. (2005). “Evaluation of the Missouri Section 1115 Waiver.”
2L 1bid
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» How many employees take up individual and dependent coverage; and,

» If they were aware of any employees who opted out of dependent coverage because they were
aware of the MO HealthNet [Medicaid] program and were going to enroll their children in it.

No employers indicated they considered the existence of public programs, in particular the existence of
the SCHIP program, in developing their ESI offerings; rather, the employers cited cost as the primary
reason for changing their ESI offerings. Regarding take up rates of ESI and, in particular, take up rates
for dependent coverage, many of the employers who were consulted said there were no noticeable changes
over the last several years; several others said that none of their employees has children or that their
children are covered under a spouse’s ESI plan. When asked, specifically, whether they had heard of, or
were aware of, employees who did not purchase ESI for their children because they planned to enroll their
children in MO HealthNet (Medicaid) (including the SCHIP program), seven employers and one Chamber
of Commerce representative said, yes. However, the occurrence was uncommon — usually three to five of
more than 100 employees per year. Two of these seven employers said that they have had employees
return to them after declining coverage because the state had strongly encouraged them to take the ESI
and not rely on the SCHIP program.22

While these anecdotes suggested there might have been some crowd out, there were other factors playing
into these decisions. For example, a couple of employers suggested that some of these employees might
have declined coverage even in the absence of the SCHIP program because they could not afford the
premiums. In this scenario, these children would likely have become uninsured. Another employer
indicated that due to their 90-day waiting period and high turnover rates (100%) many employees never
become eligible for ESI. There is no crowd out in this scenario because the employees did not select the
SCHIP program in lieu of ESI, rather, as with above, in the absence of the SCHIP program their children
would likely be uninsured.

Summary and Conclusions

Given the inconclusive nature of all research done in the area of crowd out, including but not limited to
the most recent activities, it is difficult to state with certainty that crowd out is occurring. Itis important
to note that the General Assembly's action to extend premium and affordability requirements to a greater
portion of the Missouri’s SCHIP population has provided strong mechanisms to address crowd out.

22 |bid
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APPENDIX I
Hospitalization and ER Utilization Rates by Payer/Program (2000-2006)
Data source: Missouri Department of Health and Senior Services (DHSS)

Rate
MO HealthNet Region: Eastern Central| Western| Other| State
Cal. Year:
Asthma hospitalizations age <19 2000 SCHIP 5.2 1.8 3.9 1.7 2.8
Benchmark = 2.25/1,000 pop. 2001 SCHIP 3.0 1.8 2.3 1.3 2.1
Healthy People 2000 2002 SCHIP 25 1.8 2.9 1.2 1.9
Ref. footnote in report. 2003 SCHIP 2.9 1.3 2.7 1.6 2.1
2004 SCHIP 2.9 1.2 1.6 1.2 1.8
2005 SCHIP 2.6 0.8 1.6 1.0 1.6
2006 SCHIP 2.3 1.0 2.3 0.9 1.6
Change from 2000 to 2006 -55.3% -46.6% -41.5% -44.8% -43.6%
2000 Non-MO HealthNet %3 0.9 11 0.9 11
2001 Non-MO HealthNet 11 0.7 1.0 0.7 0.9
2002 Non-MO HealthNet 1.2 0.8 0.8 0.8 1.0
2003 Non-MO HealthNet 1.1 0.8 1.0 0.7 0.9
2004 Non-MO HealthNet 13 1.1 0.8 0.8 1.0
2005 Non-MO HealthNet %3 0.6 1.0 0.8 1.0
2006 Non-MO HealthNet 1.2 0.8 0.9 0.7 1.0
Change from 2000 to 2006 -9.6% -3.6% -20.4% -17.3% -12.4%
2000 MO HealthNet 7.6 3.4 4.5 2.6 4.6
2001 MO HealthNet 4.9 2.9 3.2 2.9 3.6
2002 MO HealthNet 5.3 3.2 3.6 3.0 3.9
2003 MO HealthNet 5.3 2.7 3.1 2.8 3.7
2004 MO HealthNet 5.0 2.3 25 2.7 34
2005 MO HealthNet 4.6 2.6 3.0 2.1 3.2
2006 MO HealthNet 5.0 3.1 3.0 2.3 3.4
Change from 2000 to 2006 -34.9% -8.2% -33.3% -12.9% -27.0%
Asthma ER visits age <19 2000 SCHIP 24.7 9.0 19.5 7.1 13.3
Benchmark = 10/1,000 pop. 2001 SCHIP 17.7 5.1 13.5 7.8 11.4
CDC NCHS Health E-Stats 2002 SCHIP 19.5 115 17.4 8.2 13.3
Ref. footnote in report. 2003 SCHIP 18.4 6.6 17.5 8.3 12.3
2004 SCHIP 15.7 5.6 12.0 6.5 10.1
2005 SCHIP 18.5 6.8 11.8 7.1 11.3
2006 SCHIP 19.9 8.1 13.7 6.3 11.9
Change from 2000 to 2006 -19.5% -9.2% -29.8% -11.1% -10.8%
2000 Non-MO HealthNet 7.6 3.0 6.1 3.3 B
2001 Non-MO HealthNet 6.6 3.0 6.0 3.3 5.2
2002 Non-MO HealthNet 6.9 2.9 6.1 3.3 5.4
2003 Non-MO HealthNet 6.6 2.8 B 3.2 5.1
2004 Non-MO HealthNet 6.9 3.2 5.1 35 5.3
2005 Non-MO HealthNet 6.8 3.1 4.8 2.8 5.0
2006 Non-MO HealthNet 6.2 3.1 4.9 3.1 4.8
Change from 2000 to 2006 -18.0% 4.3% -19.7% -5.7% -13.6%
2000 MO HealthNet 36.2 13.2 26.2 10.0 21.7
2001 MO HealthNet 28.1 10.7 22.8 9.7 18.5
2002 MO HealthNet 31.0 11.9 22.9 10.6 19.9
2003 MO HealthNet 28.0 11.6 20.2 13.4 18.0
2004 MO HealthNet 25.0 9.9 17.6 8.9 16.0
2005 MO HealthNet 26.5 111 17.8 8.8 16.6
2006 MO HealthNet 30.1 11.2 17.1 8.2 17.3
Change from 2000 to 2006 -16.7% -14.8% -34.7% -18.4% -20.1%
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APPENDIX I:
Hospitalization and ER Utilization Rates by Payer/Program (2000-2006)
Data source: Missouri Department of Health and Senior Services (DHSS)

Rate
MO HealthNet Region: Eastern| Central| Western| Other| State
Cal. Year:
ER visits age <19 2000 SCHIP 367.6 393.4 388.4 546.3 463.4
Benchmark = 400/1,000 pop. 2001 SCHIP 490.1 497.3 471.6 531.9 506.1
Health, United States, 2005. CDC 2002 SCHIP 525.9 496.8 467.8 517.9 508.1
Ref. footnote in report. 2003 SCHIP 511.0 521.9 465.8 590.0 508.7
2004 SCHIP 403.2 467.2 381.3 453.2 426.2
2005 SCHIP 436.3 467.8 390.7 459.8 439.8
2006 SCHIP 478.9 528.9 421.4 490.7 477.1
Change from 2000 to 2006 30.3% 34.4% 8.5% -10.2% 3.0%
2000 Non-MO HealthNet 262.1 218.6 269.9 256.6 257.9
2001 Non-MO HealthNet 256.6 244.9 296.3 259.9 265.0
2002 Non-MO HealthNet 263.4 251.4 284.4 255.6 264.7
2003 Non-MO HealthNet 265.3 253.1 281.8 256.9 265.5
2004 Non-MO HealthNet 244.6 271.4 268.5 274.2 260.4
2005 Non-MO HealthNet 243.9 442.7 248.1 258.4 251.0
2006 Non-MO HealthNet 231.1 252.4 238.7 251.5 240.3
Change from 2000 to 2006 -11.8% 15.5% -11.6% -2.0% -6.8%
2000 MO HealthNet 713.6 681.7 637.0 656.8 676.0
2001 MO HealthNet 642.4 704.4 628.4 709.9 671.0
2002 MO HealthNet 674.9 710.0 581.7 708.6 673.2
2003 MO HealthNet 691.3 754.9 618.1 737.8 700.7
2004 MO HealthNet 596.3 700.9 557.1 654.1 620.5
2005 MO HealthNet 602.1 765.1 570.7 688.0 662.5
2006 MO HealthNet 696.9 547.5 575.4 697.4 680.2
Change from 2000 to 2006 -2.3%|  -19.7% -9.7% 6.2% 0.6%
Preventable hospitalizations age <19 2000 SCHIP 10.5 8.0 9.5 9.8 9.7
Benchmark = 7.2/1,000 pop. 2001 SCHIP 9.9 8.8 6.7 10.5 9.4
Kozak, Hall and Owings. 2002 SCHIP 6.8 9.2 8.9 10.0 8.9
Ref. footnote in report. 2003 SCHIP 6.7 6.6 8.2 9.9 8.0
2004 SCHIP 7.0 7.0 6.9 8.8 7.7
2005 SCHIP 7.5 6.4 6.2 8.4 7.5
2006 SCHIP 8.2 8.1 6.3 9.2 8.2
Change from 2000 to 2006 -22.4% 1.9% -33.9% -5.4% -15.1%
2000 Non-MO HealthNet 5.5 4.9 4.9 5.7 5.4
2001 Non-MO HealthNet 6.0 5.6 5.0 6.1 5.8
2002 Non-MO HealthNet 5.9 6.4 5.1 6.2 5.9
2003 Non-MO HealthNet 5.7 6.1 4.7 5.8 5.5
2004 Non-MO HealthNet 6.1 6.3 4.7 6.2 5.8
2005 Non-MO HealthNet 6.5 7.0 4.9 6.5 6.2
2006 Non-MO HealthNet 5.9 5.8 4.5 5.9 5.5
Change from 2000 to 2006 5.7% 17.1% -8.6% 2.8% 3.0%
2000 MO HealthNet 17.8 15.0 13.5 16.6 16.3
2001 MO HealthNet 14.9 15.0 12.1 19.3 16.1
2002 MO HealthNet 13.7 14.8 12.0 18.2 15.2
2003 MO HealthNet 13.5 13.7 10.4 16.8 14.2
2004 MO HealthNet 12.8 12.5 10.6 16.1 14.0
2005 MO HealthNet 13.3 14.5 11.3 17.0 14.5
2006 MO HealthNet 14.3 14.7 11.3 17.7 15.0
Change from 2000 to 2006 -19.8% -2.0% -16.0% 6.5% -7.5%




