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EXECUTIVE SUMMARY

West Virginia is one of the poorest states
in the nation, and West Virginians face
some of the highest rates of illness and
disability. One of the few bright spots for
the health of West Virginians have been
government-funded  programs  like
Medicaid and the Children’s Health
Insurance  Program  (CHIP). The
Affordable Care Act (ACA), including the
expansion of Medicaid under Governor
Tomblin in 2014, has brought health
coverage and access to care to hundreds
of thousands of West Virginians. Today,
about a third of West Virginians rely on
Medicaid, and the program has become
the backbone of the state’s health
infrastructure.

Yet various efforts to transform the
Medicaid program, including rolling back
the expansion under the ACA or
transforming the program into a block
grant, pose major challenges to
beneficiaries and the state. The most
recent proposal, the implementation of
work requirements for beneficiaries
promoted by the Trump Administration,
also falls into this category. Based on this
analysis, work requirements would pose
a significant challenge for beneficiaries,
state government, and the broader health
care system in West Virginia.

Work requirements have been touted by
proponents for a variety of reasons
including as encouraging a “culture of
work,” prioritizing scarce government
resources, providing a way out of poverty
for beneficiaries, and undoing the
disincentives inherent in public
assistance programs. Based on these
rationales, work requirements have been
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implemented in a variety of public
assistance programs such as Temporary
Assistance for Needy Families (TANF)
program, the Supplemental Nutrition
Assistance Program (SNAP), and some
Section 8 Housing Choice Vouchers or
rent  subsidies  programs.  While
proponents of work requirements have
hailed these developments as
vindication, more deliberate analyses
raise questions about the overall effects
of the reforms. Particularly, assessments
of the long-term effects on beneficiaries
and their families raise cause for
concern.

A number of challenges are inherent to
establishing work requirements in the
Medicaid program. These challenges
make their implementation in an
effective, efficient, and equitable manner
a dauting task. These include:
e defining covered populations and
exemptions
e defining work and community
engagement
e developing infrastructure and
bureaucratic capacity
e establishing reporting
requirements
e defining sanctions and loss of
coverage
e developing work supports and
work incentives
e protecting beneficiaries and
populations with vulnerabilities
e addressing cumulative
challenges of out-of-pocket costs
and health behavior incentives
e reducing effects on the larger
health care system and other
support systems



e accounting for other efforts to

curtail public assistance
Not surprisingly, most states seeking
work requirements for their Medicaid
program have only paid limited attention
to these tasks. Great care must be taken
by policymakers to avoid unintended
consequences and inequities.

Applying other states’ work requirements
to the West Virginia context illustrate the
potentially wide-reaching consequences
for the state. Based on the U.S. Census
Bureau’s 2016 American Community
Survey (ACS) this analyses finds that a
Kentucky-style work requirement, i.e. a
work requirement applicable to the entire
Medicaid population from ages 19 to 65,
with certain exemptions for the disabled,
students, caregivers of children or people
with disabilities, would affect more than
200,000 West Virginians. Of these,
70,000 would be exempt, 36,000 are
working and in compliance with the
requirements, 17,000 are working but not
in compliance with the requirements, and
78,000 are neither working nor in
compliance with the requirements.
Based on experience in other public
assistance programs and the
implementation of work requirements in
Arkansas, coverage losses for non-
exempt individuals alone could range
from 66,000 to 112,000 West Virginians
under a Kentucky-style approach.
Alternative scenarios developed based
on different childcare exemptions and
work efforts required estimate coverage
losses as high as 144,000 for non-
exempt individuals.

A number of barriers would make it
particularly  challenging for  West
Virginia’s beneficiaries to comply with

work requirements. These includes
limited educational attainment, health
limitations, and limited access to
transportation, phone, and internet.
Moreover, most jobs obtainable by
beneficiaries generally do not offer health
benefits. High level of unemployment,
labor surpluses, and high rates of
persistent poverty point to the often
limited demand for labor across the state.
State government would also face
significant financial exposure including
costly IT upgrades, as well as the need to
significantly augmented its administrative
capacity to establish and implement the
program. Finally, a reduction in the influx
of federal Medicaid funding and ensuing
coverage losses would pose tremendous
challenges for health care providers,
particularly those in the state’s most rural
areas. Payment reductions would leave a
deep mark on the state’s economy.

Taking away medical coverage runs
contrary to the goal of alleviating poverty
and transitioning Medicaid beneficiaries
into stable work environments. An expert
consensus has emerged that universally
emphasizes the strong positive effects
that sustained health coverage has in
supporting the work efforts of
beneficiaries. Perhaps most concerning,
a work requirement may cause
significant harm to populations with
vulnerabilities, even if they are
technically exempted from them.

Several other options exist, however.
Strengthening the state insurance
market by implementing a state-based
individual mandate, establishing a
reinsurance program, and restricting
short-term, limited duration health plans
would reduce premiums and increase
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coverage, as would an expansion of the
Children’s Health Insurance Program
and a dedicated outreach and enroliment
campaign during open enrollment for the
Affordable Care Act’'s marketplace.
Efforts to create healthier environments
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and lifestyles including higher tobacco
and soda taxes and access to clean air
and water are equally crucial, as are
efforts to combat the rampant opioid
epidemic.
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POVERTY, HEALTH, AND PUBLIC HEALTH PROGRAMS
IN WEST VIRGINIA

West Virginia has long been one of the
poorest states in the nation. Inherently
related to the poverty experienced by
West Virginians are poor levels of overall
health. Indeed, the state scores worse
than the national average on virtually
every health-related measure, and
usually falls into the bottom decile.
Countless statistics, including those on
disabilities, pre-existing conditions, and
addiction are illustrative of West
Virginians poor health. They are perhaps
best summarize in the overall health
index created by the Social Science
Research Council in which West Virginia
scores second lowest in the nation.’

One of the few bright spots for the health
of West Virginians have been
government-funded  programs like
Medicaid and the Children’s Health
Insurance  Program  (CHIP).  Not
surprisingly, poor health and poverty
have combined to make West Virginia
into a state with some of the highest
public coverage rates in the nation.
Before the Affordable Care Act? 3
access to Medicaid was decidedly limited
by largely excluding non-parents and
even some children living in or near
poverty. Governor Tomblin moved to
expand the West Virginia Medicaid
program, once the Affordable Care Act
allowed such expansion on January 1,
2014, up to 138 of the Federal Poverty
Line (FPL). Initial expectations were that
only an additional 91,500 West Virginia
would obtain coverage through the
Medicaid expansion.* Yet, estimates

have proven to dramatically miscalculate
potential enrollment. Indeed, newly
eligible individuals accounted for more
than 160,000 beneficiaries alone.®
Moreover, the so-called woodwork effect,
the enrollment of previously eligible
individuals who were not enrolled,
increase enroliment by tens of thousands
of West Virginians more.> Expanding
Medicaid has thus led a tremendous
increase in the number of West
Virginians benefiting from the program.
Overall, the number of beneficiaries
increased from 354,444 in the July-
September average in 2013 to 557,580
by July 2017.5

While enrollment in Medicaid accounts
for about 30 percent of the population
statewide, several counties in the state
fall significantly above this line. Indeed,
four counties, McDowell, Marion, Mingo,
and Morgan, have Medicaid coverage
rates above 50 percent, while in another
10 counties, coverage rates exceed one
third of the population.

As of September 2018, more than 30
states and the District of Columbia have
followed the path of West Virginia to
expand their Medicaid programs under
the Affordable Care Act. In return for their
expansion of the program, the Obama
Administration proved quite flexible in
working  with  Republican-governed
states,® 7 offering generous concession
such as requiring certain beneficiaries to
pay premiums or fulfill certain wellness
requirements.”® Yet in line with previous
administrations and Medicaid’s historical
focus on providing health services to its
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beneficiaries, the Obama Administration
categorically rejected any effort to
impose work requirements on Medicaid
beneficiaries under so-called 1115
demonstration waivers. These waivers
allow states to make changes to their
Medicaid programs that temporarily omit
certain requirements of the Medicaid
statute, and test new approaches to
providing coverage to their populations.

Historically, these waivers have been
used to expand coverage and benefits.
As stated in the rejection letter to
Arizona’s 1115 waiver request, work
requirements “could undermine access
to care and do not support the objectives
of the program.”10

Figure 1: West Virginia Medicaid Coverage Rates by County

Under the Trump Administration, CMS
has moved away from the decades-long
bipartisan consensus on using 1115
waivers to expand coverage and
benefits. Indeed, CMS has argued that
work requirements are “likely to assist in
improving health outcomes;...address

Medicaid Work Requirements in West Virginia

behavioral and social factors that
influence health outcomes;...incentivize
beneficiaries to engage in their own
health care and achieve better health
outcomes; and...familiarize beneficiaries
with a benefit design that is typical of
what they may encounter in the
commercial market and thereby facilitate
smoother beneficiary transition to



commercial coverage.”’' However, a
broad scholarly consensus raises
concerns about CMS’ interpretation of
empirical findings.?

Nonetheless, CMS is committed to
moving forward with the implementation
of work requirements in the Medicaid
program. As CMS Administrator Verma
put it “Let me be clear to everyone in this
room, we will approve proposals that
promote community engagement
activities,” i.e. participation in work,
training, educational, or volunteer
opportunities.’® As a results, CMS has
received more than a dozen 1115 waiver
requests seeking to implement some sort
of work or community engagement
requirement from states likes Kentucky,
Wisconsin, Arkansas, Arizona, Indiana,
Kansas, Maine, New Hampshire, Utah,
and Michigan. Several other states
including South Dakota are preparing
waiver requests. By now, some of these
request, including those from Kentucky,
Arkansas, Indiana, and New Hampshire,
have been approved by CMS. However,
the only one currently in place is in
Arkansas, as Kentucky’s request has
been invalidated by court order, and
those from Indiana and New Hampshire
have yet to be implemented.

In the wake of the Kentucky ruling, CMS
has acknowledged that statutory
changes may be necessary to implement
work requirements in Medicaid.’
However, CMS leadership has voiced
strong and continued support for the
concept,’”® and Health and Human
Services Secretary Alex Azar has
indicated that CMS will continue to
approved 1115 waiver requests.®
Recently, CMS also reopened the

regulatory comment period for the
Kentucky waiver.'- 18

The efforts to impose work requirements
for Medicaid beneficiaries comes on the
heels of similar efforts across a broad
range of other public assistance
programs. Four major arguments have
traditionally been brought forward to
support work requirements. 1920

First, proponents have argued that public
programs should encourage a “culture of
work” instead of a “culture of
dependency.” This argument carries
particular weight in the United States and
its historically underdeveloped welfare
state.® Yet, the argument is complicated
by the apparent racial undertones and
connotations in many of the arguments.??
Nonetheless, it broadly resonates with
the American public, as standard surveys
of Americans strongly support this
undifferentiated line of argument.23

Second, many proponents of work
requirements emphasize the limited
available resources governments have at
their disposals.?* As a result, they argue
that public programs should focus on
those most in need. This reasoning has
been further strengthened in the climate
of austerity that has emerged in the
aftermath of the Great Recession. Rising
government deficits and cuts to other
programs like education have further
contributed to this notion.

Third, proponents argue that public
programs should help beneficiaries
escape poverty, i.e. they should serve as
a “hand up” and not as a “hand out.”® As
American  social programs  have
traditionally been funded at very low
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level, beneficiaries of these programs, by
definition, are virtually unable to lift
themselves out of poverty if they have to
exclusively rely on government support.
Work programs then are meant to
temporarily support beneficiaries in their
transition out of public social programs.

Finally, and perhaps the theoretically
strongest argument, critics of social
programs have pointed out that many
American social programs create strong
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disincentives for beneficiaries to seek
work and transition out of the program.2°
With strict and inflexible eligibility criteria,
often even small increases in income
may lead to an immediate loss or
significant reduction of benefits. In many
cases, beneficiaries are thus worse off
financially when they work. Hence work
requirements are meant to serve as
offsetting the disincentives inherent in
many public assistance programs.



WORK REQUIREMENTS IN PUBLIC ASSISTANCE PROGRAMS

As aforementioned, various public
assistance programs have seen the
implementation of work requirements in
the past, and efforts are underway to
further strengthen these requirements at
the federal level.?0. 26

For example, in the Supplemental
Nutrition Assistance Program (SNAP)
states may choose to make employment
or training mandatory.'® 20 While there
are no general work requirements
currently imposed on those receiving
Section 8 Housing Choice Vouchers or
rent subsidies, some local housing
authorities administering these programs
have imposed time limits and work
requirements locally. 9. 20

Yet work requirements have featured
most prominently in the Aid to Families

with  Dependent Children (AFDC)
program and its post-reform
transformation, the Temporary

Assistance for Needy Families (TANF)
program. Signed by President Clinton in
1996, the Personal Responsibility and
Work  Opportunity Act (PRWOA)
dramatically transformed the nation’s
premier public assistance program by
imposing strict work requirements and
time limits for beneficiaries. The resulting
changes can only be described as
transformational. On the heels of
PRWOA, the nation has seen a dramatic
decline in the welfare case load.?”-29

While proponents of work requirements
have hailed these developments as
vindication for their support, more
deliberate assessments have raised
questions about the overall effects of the
reforms. For one, there is strong

evidence that a significant reduction in
caseload was a direct result of the strong
economy in the late 1990s, as well as
the expansion of the Earned Income Tax
Credit.?” Additionally, there is also
evidence that a major portion of the
reduction of the welfare load has been
the results of eligible individuals being
diverted and not enrolling in the program
in the first place.?® 8032 |ndeed, the
percentage of eligible individuals
enrolled in the program was cut in half,
from just above 80 percent to just above
40 percent, from 1994 to 2009.'® Some
states have further encouraged this
behavior by establishing short-term
support programs that divert eligible
participants. Beneficiaries have also
been shown to stay on the program for
shorter periods.'® At the same time, the
most recent studies have indicated only
modest work participation for TANF
beneficiaries despite large case load
reductions.19. 20, 33

When it comes to experience of
individual beneficiaries, more causes for
concern emerge. While initial studies
appear to show positive effects for
participants and governments alike, long-
term studies question the effectiveness
of the program, and thus the effect it has
had on America’s poor. Indeed, most
employment and income gains have
proven ephemeral.?® 34 Individuals who
were subject to work requirements
generally only found entry-level, low
paying job.20. 28, 33-36 Beneficiaries have
also not transitioned into better paying
jobs over time,3* and continue to struggle
with housing and food security.3
Importantly, these individuals are often
stuck in jobs that do not provide crucial
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benefits like employer-provided health
insurance.33 34 Moreover, employment is
often impermanent and highly
unstable.® 20.27. 28 Notably, studies have
found no hard evidence for sustained
reductions in poverty levels for
beneficiaries.® 20. 28 29, 34 35 (Ciitically,
studies also indicate a commensurate
decline in participation in other
assistance programs.?8 35 Enroliment
into TANF may thus have previously
served as a connector to other crucial
support programs like SNAP and
housing.

Findings are particularly concerning for
those confronted with  significant
employment barriers such as chronic
health conditions, low job skills, and low
education status.?® 3¢ Minorities appear
to also be disproportionately affected.2°
Similar findings have emerged for those
suffering from addiction or domestic
violence, or those in need of childcare.20:
33 Perhaps of greatest concern is
evidence that for a significant portion of
those beneficiaries forced off public
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assistance the result has been a slide
into deep and persistent poverty.34 37
These individuals have also shown to be
the disproportionate  subjects  of
sanctions for failure to comply with
program requirements.?®

However, a consensus has emerged that
universally emphasizes the strong
positive effects that sustained health
coverage has in supporting the work
efforts of beneficiaries.?® Recent studies
assessing the effect of the Medicaid
expansions have strongly affirmed these
findings.33

Important lessons can be drawn from
previous experiences with other public
assistance programs. However,
establishing and implementing work
requirements in health programs entails
a set of additional challenges. Even
beyond the complex and unclear legal
environment, states are confronted with
arguably far greater challenges in
implementing work requirements in an
effective, efficient, and equitable manner.



CHALLENGES IN CREATING WORK REQUIREMENTS

Deciding Which Populations to Cover

If a state decides to move down the path
towards work requirements, the first
crucial question to answer is which parts
of its Medicaid population should be
subject to them. States that have
expanded their Medicaid program under
the Affordable Care Act, have to decide
whether to seek work requirements for
only the expansion population or whether
requirements should affect their entire
population. However, while only certain
beneficiaries may technically be subject
to work requirements per se, it is crucial
to understand that the effects of work
requirements inevitably ripple through
the state’s entire Medicaid program.
Ultimately, both beneficiaries and
implementing agencies  will be
confronted with new and challenging
issues, with the potential to negatively
affect beneficiaries exempted from any
requirements, as well.

Particular Concerns for Non-Expansion
States

There are additional concerns for those
states which have failed to expand their
Medicaid programs.3® With eligibility
limits often well below the Federal
Poverty Line, virtually any increase in
income may directly force beneficiaries
off the program and thus off health
insurance. Some states have included a
transitional component in their 1115
waiver requests that would allow them to
provide either financial assistance to
purchase coverage on the insurance
marketplace (South Dakota3® 39) or
remain on the Medicaid program for a

period of time (Mississippi*®). However,
these approaches are inadequate and
likely to provide only symbolic help to
beneficiaries. Notably, given the limited
access to employer-sponsored
insurance in many low-paying jobs,
transitional programs may also be
necessary for individuals above the
poverty level.

Deciding Whom to Exempt

Next, states are confronted with the
challenge of deciding which individuals
within their target populations should be
exempted from work requirements.
Relatedly, states must decide how
frequent exemption certification needs to
be sought. States with waiver requests
have generally agreed that only “able-
bodied” individuals should be the subject
of work requirements. However, many
states have failed to offer a clear
definition in their waiver requests, while
states like Wisconsin and Maine have
chosen to exempt only beneficiaries too
frail to work at all.*' One of the strictest
definitions would extend exemptions only
to beneficiaries with Social Security
Income (SSI). However, SSI eligibility
criteria are rather limited, and this
definition may inadvertently push many ill
or disabled individuals off the program.

There is also no general agreement
whether certain age groups, for example
the young or the old, should be
exempted. Similar questions emerge for
students, caregivers, pregnant women,
mothers and fathers, those suffering from
catastrophic events, those on
unemployment compensation, those
suffering from mental illness, and victims
of domestic and sexual abuse, just to
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name a few. A particular challenging
issue emerges for individuals with
substance abuse problems. One state,
Wisconsin, is even seeking to allow
substance abuse screenings as part of its
pending waiver application. States must
then decide how to proceed upon a
positive test result, i.e. whether to provide
treatment or deny coverage. Overall, the
issuing and handling of temporary
exemptions will thus be particularly
challenging, with large potential for
inadvertent coverage losses.

Finally, states must consider whether to
grant exemptions to certain regions or
localities based on local economic
conditions or events such as natural
catastrophes.*?

Deciding on Presumptive Eligibility

Even once decisions on exemptions
have been settled upon, states must still
decide whether beneficiaries should be
temporarily presumed exempt until a full
certification process can be completed by
the responsible state agency.
Conversely, states could require
potential beneficiaries to comply with
work  requirements even  before
enrollment can occur.

Once the issue of covered populations
and exemptions is addressed, states
need to decide on definitions for work
and community engagement. Again,
states with waiver requests vary widely
on the issue. Compliance can be
achieved, for  example, through
employment, job search, job training,
volunteering, and educational activities.

Medicaid Work Requirements in West Virginia

Next, states must decide how many
hours beneficiaries are responsible for
completing per week, month, quarter, or
even year. This task is particularly crucial
because many beneficiaries subject to
work requirements are in industries that
are highly unstable and dynamic.43 44
This means that they could overcomply
in a given period, but fall short in another,
calling for large amounts of flexibility in
determining compliance.

States have found it challenging and
inherently costly to develop the
administrative  support systems to
account for work activity. Kentucky, for
example, had to move away from a
graduated flexible approach because of
severe administrative problems.33. 45, 46
Nonetheless, it has been estimated that
the state needs to track more than 140
million hours annually.*” Arkansas, on
the other hand, has put the entire burden
on beneficiaries by only allowing for
online certification of compliance.*®
Thousands of beneficiaries, many of
whom appear to have struggled with the
online submission system, have already
lost coverage and are unable to requalify
until January 1, 2019.8 This comes on
the heels of more than 60,000
beneficiaries losing coverage over the
past 18 months due to administrative
scrubbing in the state.*®

Related to this decision, a state must
decide whether to put restrictions on any
one compliance activity on a monthly or
global basis. For example, a state may
allow job search and training activities to
make up the entire requirements for any
three months in a given year or for 50
percent of the work requirement in a
given month.



Work requirements are generally
challenging to administer because they
require a significant investment into
information technology and bureaucratic
manpower. The challenges are stark and
resemble and exceed those of the
implementation of state and federal
insurance marketplaces under the
Affordable Care Act.®

Policy decisions must be reached about
what counts as compliance and who is
subject to these requirements. Moreover,
states must decide about reporting
intervals, i.e. the frequency that
beneficiaries must report  their
compliance. Implementation then
requires the adjustment of often outdated
eligibility systems, finding ways to certify
compliance and exemptions, and
reaching out to current and potential
beneficiaries to disseminate information
and requirements.’® In many cases,
states will see the need to contract with
IT vendors to make necessary upgrades.
States must also be mindful to comply
with requirements under the Americans
with  Disabilities Act®® and train
caseworks in the new processes and
guidelines.®® Perhaps most challenging
will be the need to alter agency missions
and culture to come in line with newly
defined agency goals and objectives.

Not surprisingly, only a limited number of
states have provided cost estimates for
these efforts. Most prominently,
Kentucky estimates to spend hundreds of
millions of dollars to implement its work
requirements.*5 46. 50 Costs are expected
to be $121 million by 2020 and $163
million by 2021.45 46 Estimates for

Pennsylvania were as high as $600
million,%° while those for Alaska were as
high as $80 million over 6 years with an
additional $14 million in ongoing
expenses.5 Tennessee expects close to
$40 million in costs.5: 52

Minnesota provided some of the most
detailed analyses of expected costs. The
state estimated that it would take on
average 53 minutes to process an
exemption, 22 minutes to refer a client to
employment and training, and 84 minutes
to verify non-compliance and suspend
the client from the program.45: 50

Particularly problematic is the fact that
most of these efforts and expenses will
be ongoing and are unlikely to diminish
over the course of implementation.

Recently, Fitch Ratings offered the first
glimpse of the excessive implementation
costs of work requirements in Kentucky.
As assessed by Fitch, the state’s
Medicaid administrative costs escalated
by a striking 40 percent.%3

Many states have wholly omitted
estimates for administrative costs from
their requests. Others have deliberately
pushed the burden onto the
beneficiaries, further exacerbating
potential disenrollments for compliance
and reporting failure. As mentioned
above, Arkansas serves as a particularly
concerning example by solely allowing
verification via the internet and during
limited hours of the day, with state
officials estimating costs at a mere $7
million per year for close to 300,000
beneficiaries.*®> 5% Given that the state
has some of nation’s lowest rates of
internet access, it is not surprising that
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early indications from the state point to
severe problems with this approach.48 55

States must also decide what happens to
beneficiaries who fail to come into
compliance. This includes decisions
about the severity and length of
sanctions. Moreover, states must decide
whether sanctions escalate for repeat
offenders, including whether these
beneficiaries receive warnings before
punitive sanctions are applied. States
must further determine what happens to
other members of the beneficiary’s
household, including spouses and
children, and what efforts to undertake to
assure their wellbeing. Finally, states
need to resolve how many non-
compliance events will result in a
complete loss of coverage, i.e. when
beneficiaries are completely locked out
from Medicaid. In Arkansas, for instance,
beneficiaries will lose coverage for three
events in a given year.4®

In order to preserve beneficiary due
process rights, states must also establish
an effective and efficient appeals
process. Failure to do so will expose
states to significant and protracted legal
risks from disenrolled beneficiaries.

Finally, some states like Kansas even
proposed to strictly limit lifetime access to
the Medicaid program, similar to the
lifetime restrictions under TANF. These
requests have been rejected by CMS so
far, and are unlikely to withstand legal
review.

Medicaid Work Requirements in West Virginia

A large number of studies point to the
importance of work supports, i.e.
programs that support beneficiaries in
gaining and maintaining work. One of the
main stated rationales behind work
requirements is the supposed goal to
reduce dependency, and to help
beneficiaries become and remain self-
sustaining. This is, of course, ironic
because of the importance of having
health coverage as a crucial work
support.'2 56 Moreover, many other work
supports such as SNAP, housing
vouchers, and general assistance are by
themselves already subject to work
requirements.

Importantly, CMS has plainly stated that
no Medicaid funding can be used to
provide any work supports.5”: 58 This is
problematic, as there is now ample
evidence that in order to lift many
beneficiaries of public programs out of
poverty in a sustained fashion, significant
investments in the range of $7,500 to
$14,000 per individual are often
necessary.3% 59 Programs, like the
Building Nebraska Families Program,®°
the Per Scholas job training program,®
the VIDA training program,®? and the
QUEST program,®3 have been evaluated
using randomized controlled trials, the
gold standard in evaluation research.
These programs have led to persistent
and substantive income and employment
effects, albeit at high rates of initial
investment.

States must also decide whether to
further encourage employment uptake by
allowing beneficiaries to be shielded from
benefit losses due to increased



income.'® 28 Proven approaches include
allowing beneficiaries to deduct job-
related expenses like travel and childcare
from their eligibility determination. The
state could also allow newly-employed
beneficiaries whose income would lead
to disenrollment guaranteed access to
Medicaid and CHIP for a predetermined
length of time without regard to income.

Alternatively, the state could also invest
into a robust navigator program that
supports individuals in enrolling into the
Affordable Care Act’s insurance
marketplaces, similar to the successful
efforts of Covered California, California’s
state-based insurance marketplace.* 65
This program could be paired with a
sustained, community-based outreach
and enrollment campaign to encourage
eligible individuals to enroll through
healthcare.gov. Transitioning to a state-
based platform, as currently underway in
Nevada, may also help to facilitate
administrative streamlining and eligibility
determination across programs.

Finally, establishing a state-based
Earned Income Tax Credit (EITC) could
complement these approaches as the
EITC has been proven incredibly
effective in lifting families out of poverty
by encouraging employment.¢

In addition to the generally detrimental
effects of work requirements on
beneficiaries described above, studies
have also found that there are persistent
administrative and bureaucratic
obstacles in  implementing and
maintaining these programs. 2% 33 A
particular challenge appears to be the
effective and efficient administration of

exemptions and compliance verification,
with often detrimental and lasting effects
on beneficiaries.3® Previous evidence
from studies of administrative burdens
provide strong evidence that even
individuals who fulfill the underlying
program requirements often  find
themselves losing benefits, at least on a
temporary basis. Beneficiaries often do
not fully understand program rules and
what exactly is expected of them.5” Due
to the complex nature and vagueness of
exemptions, beneficiaries often need
help navigating the process.®® Moreover,
beneficiaries often face a slew of
personal barriers and impediments
including lack of transportation or internet
access.%®

Work requirements, as well as premiums
and frequent recertification demands,
often trigger a process referred to as
‘churning,” the disenrollment from a
program followed by eventual re-
enroliment.”0-72 Churning creates
significant costs to both administrator
and beneficiary, while endangering
program goals. For beneficiaries, various
studies have indicated a strong negative
effect on their financial and physical
health. Findings show that particularly
individuals living in poverty and those
with lower education attainment are
negatively affected.””> 78 Studies of
health-specific public assistance
programs also point to large and
sustained reductions in enrollment in the
wake of adding further administrative
requirements.”0-75

One of the most concerning issues
revolves around how to protect the
children of parents subject to work
requirements, particularly those facing
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sanction or even loss of coverage.
Strikingly, there have been significant
negative effects for the children of
individuals subject to work requirements
in other public assistance programs. By
now, there is solid evidence that children
suffer when parents lose coverage
because parents without coverage of
their own are less likely to maintain
enrollment for their children, and
because parents are less likely to seek
care for them.38 76 Studies also indicate
that work requirements in TANF led to a
reduction in breastfeeding,”” modest
reductions in prenatal care and increased
risk of low birth weight,”® and to increases
in children entering foster care.”

Particular concerns also emerge for
individuals suffering from mental illness
or substance abuse problems, both in
cases when technically in compliance but
failing to complete administrative
requirements, and when out of
compliance and in sanction.5¢ The same
holds for the homeless, the disabled and
the severely ill. More generally,
protecting those of ill-health and disability
proves a formidable challenge, as a
remarkable 70 percent of people below
200 percent of the federal poverty level
report fair to poor health or having one or
more chronic conditions; this percentage
climbs to 83 percent by age 55.41. 80

In addition to work requirements, many
states have decided to include other
components like  premiums, co-
payments, deductibles, and healthy
behavior incentives in their 1115 waivers.
As mentioned above, these elements are
likely to pose further administrative
burdens to beneficiaries, resulting in

Medicaid Work Requirements in West Virginia

large coverage losses.”®7® Some of
these predate the requests for Medicaid
work requirements. As described above,
several of these were approved under
the Obama Administration in an effort to
encourage the expansion of Medicaid by
Republican states. However, several
states are moving to further strengthen
these components. For example,
Kentucky recently sought to establish
premiums up to 4 percent of income for
certain beneficiaries,?' while Michigan is
currently seeking premiums up to 7
percent of income.®2 Unfortunately,
studies have illustrated the negative
effects of these components for
beneficiaries without any commensurate
positive outcomes.? States seeking to
establish work requirements in these
contexts need to be mindful of the
cumulative effect on their Medicaid
populations and health systems.

Due to the large number of individuals
affected, work requirements are likely to
have significant effects on a state’s entire
Medicaid program, and even its entire
health care system. In Kentucky, state
officials estimated that close to 100,000
Kentuckians would be disenrolled from
Medicaid over the first 5 years.*® 46 In
Michigan, coverage losses above 50,000
are expected.® However, outside expert
estimates put coverage losses significant
higher, at times in the range of 50 to 85
percent of affected beneficiaries.’? In
Kentucky, this would result in about
175,000 to 300,000 beneficiaries losing
coverage in the first year alone.
Naturally, the medical needs of these
individuals are unlikely to diminish, and
they thus will still require medical care.



However, without health coverage via
Medicaid, medical providers are at risk
for large increases in bad debt, and
charity and uncompensated care.84 8 A
major burden will fall onto public and
essential hospitals as well as federally
qualified health centers. A number of
these may not able to cope with the
financial strains, leading to closures,
particularly in rural areas.86

Decisions made in a neighboring state
may also put pressure on health care
systems and Medicaid programs. It
seems likely that severely sick individuals
losing coverage in one state may see
themselves forced to migrate to
neighboring states with more lenient or
no Medicaid requirements. This may
create political pressure on neighboring
states to follow suit, cascading into a
“race to the bottom,” i.e. states seeking to
subsequently reduce benefits to avoid
becoming “welfare magnets.”8¢

Moreover, reduced coverage rates entail
significant reductions in overall provider
payments, and thus create significant
effects on state economies. In Kentucky,
federal funding for the state was
expected to be reduced by $700 million
annually by 202187 These large
reductions in financial resources will
likely hit the state’s entire health care
system and spread into local economies.
Again, damages might be most severe at
hospitals with high Medicaid rates or in
rural areas. At the same time, medical
providers will be tasked with providing, in
many cases repeatedly, certifications for
exemptions from work requirements. It is
unclear who will bear the financial burden
of these exams and whether

beneficiaries will be
participate financially.

required to

Finally, repercussions will be felt outside
the health care system. With large
numbers of  beneficiaries  losing
coverage, pressure may be put on
ancillary support systems like food banks
and homeless shelters, many of which
may be unprepared for the influx of
needy.88

Developments surrounding work
requirements in Medicaid should be
viewed in conjunction with the larger
policy and political environment
confronting public assistance and
support programs.® Republicans at the
national level have moved decisively
towards curtailing social safety net
programs ranging from Medicare to
SNAP.2° The Medicaid program itself
continues to be confronted with severe
financial threats in the form of the
undoing of the Medicaid expansion,®' as
well as the elimination of its entitlement
status with the commensurate shift
towards per capita limits or block
grants.®? Litigation®® and potential
statutory changes® further threaten
crucial components of the Affordable
Care Act. Even popular programs like the
Children’s Health Insurance Program
have faced threats.% Should any of these
efforts be successful, states would be
confronted with overwhelming changes
to their health care system.®> Adding
work requirements into this mix would
further complicate an already complex
the situation.
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ANALYSIS OF POTENTIAL WORK REQUIREMENTS
IN WEST VIRGINIA

Currently, the State of West Virginia has
not moved to include work requirements
in a potential 1115 waiver. However,
West Virginia’s Department of Health and
Human Resources, the state agency
administering the state’s Medicaid
program, has previously expressed
interest in doing so. Going forward, two
developments are plausible. One, the
legislature or the Justice Administration
could move towards the implementation
of work requirements in West Virginia’s
Medicaid program at any time. This holds
particularly true if current lawsuits are
settled in favor of CMS. Moreover,
Congress, similar to the changes made
to the Temporary Assistance for Needy
Families program in the 1990s, may
move to require work participation and
community engagement as part of the
Medicaid program, leaving states no
choice but to implement them.

While details of a potential work
requirement in West Virginia are thus
unclear, the 1115 waiver from bordering
Kentucky serves as a reasonable
example of what a West Virginia waiver
could look like. For one, Kentucky’s
economy and demographics are broadly
similar to West Virginia. Moreover, both
states have expanded their Medicaid
program and rely on the federal
government for their ACA insurance
marketplace platform. Finally, both
neighboring  states share  many
commonalities in terms of ideology,
politics, and culture.

Medicaid Work Requirements in West Virginia

Kentucky’s waiver has several broad
outlines. Most importantly, Kentucky
requires Medicaid beneficiaries to work
or fulfill certain “community engagement”
requirements for at least 80 hours per
month. Job searches of educational
training may bring beneficiaries into
compliance. Certain groups will be
exempt from these requirements
including children under age 19 and
adults over age 65. Similarly, those
receiving disability benefits, pregnant
women, the medically frail, and primary
care givers will also be exempt (For
further details see Gangopadhyaya and
Kenney®). Currently, the Kentucky
waiver implementation has been halted
by federal courts. However, CMS has
reopened the public comment period and
is actively seeking to alleviate the
concerns raised by the courts. Further
litigation is likely and the eventual legal
outcome remains unclear. Alternatively,
as mentioned above, Congress could
also make certain statutory changes to
circumvent the restrictions raised by the
courts.

Data for this analysis was obtained from
the from the U.S. Census Bureau’s 2016
American Community Survey (ACS).
Specifically, | used the harmonized
version provided by the University of
Minnesota’s Integrated Public Use
Microdata Series (IPUMS-USA). |
generally follow the approach taken by
Gangopadhyaya and Kenney%* to
analyze the Kentucky 1115 waiver. The
analysis is restricted to non-elderly adults



who are recipients of Medicaid in West
Virginia. Excluded are those Medicaid
beneficiaries  who  also receive
Supplemental Security Income (SSI) or
Medicare (so-called dual eligibles).

Relying on ACS survey data, | utilized
three main criteria to establish whether
individuals would be subject to work
requirements. First, attending school
exempts an individual from the
requirement. Second, individuals are
also exempt if they serve as primary care
givers of a minor, or third, as primary
caregivers for an individual on SSI.
Notably, only one caregiver per
household is allowable under the
Kentucky waiver. Information about
previous employment in the ACS is
further used to determine whether
beneficiaries would currently be in
compliance with the work requirements.
This leads to the categorization of
individuals into three main groups:

1) Medicaid Beneficiaries Likely
Exempt from Work Requirements

2) Medicaid Beneficiaries Potentially
Non-Exempt from Work
Requirements Who Are Working

3) Medicaid Beneficiaries Potentially
Non-Exempt from Work
Requirements Who Are Not
Working

| further divide Group 2 into two
subcategories:

2a) Medicaid Beneficiaries
Potentially Non-Exempt from Work
Requirements Who Are Working
More than 20 Hours per Week and
50 Weeks per Year

2b) Medicaid Beneficiaries
Potentially Non-Exempt from Work
Requirements Who Are Working, But
Less Than 20 Hours per Week and
50 Weeks per Year

Both subgroups for Group 2 are obtained
as follows. First, | determine whether an
individual is currently working. Next, |
assess how much the individual worked
in the past year. If the individual generally
worked 20 hours or more per week and
worked for more than 50 weeks, the
individual is assigned to Group 2a;
otherwise the individual is assigned to
Group 2b.

While the ACS serves as an appropriate
source of data for this analysis, there are
several limitations. Relying on survey
data from the ACS does not allow to
assess whether individuals conduct
enough community service requirements
to come into compliance. The ACS also
provides only information on school
attendance but does not provide enough
information on whether attendance is full-
time. Moreover, the ACS does not
provide information on pregnancy status.
There is also no information on an
individual’s compliance with Temporary
Assistance for Needy Families (TANF) or
Supplemental  Nutrition  Assistance
Program (SNAP) requirements, which
may serve as compliance indicators. The
ACS employment information is further
limited to whether individuals worked
more than 20 hours per week for at least
50 hours in the previous year. Finally, all
surveys come with a certain degree of
misreporting. This naturally also applies
to the ACS. These limitations, in line with
those in Gangopadhyaya and Kenney,%
are nonetheless reasonable, and allow
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for an empirically sound picture of the
potential effects of work requirements in
West Virginia.

Based on 2016 ACS data, there about
530,000 Medicaid beneficiaries in West
Virginia. Of these, about 280,000 are
non-elderly  adults. About 57,000
beneficiaries further receive SSI, and
some 41,000 are dually eligible for
Medicaid and Medicare. These groups
are exempt from the waiver. Overall, then
just over 201,000 West Virginia Medicaid
beneficiaries would be subject to work or
community engagement requirements
under the conditions outlines above.

Those affected by work requirements

further divide into the four
aforementioned categories as follows

90,000

(Figure 2). About 70,000 beneficiaries
(35 percent) would likely be exempt from
work requirements because they are
students or primary caregivers. Another
36,000 beneficiaries (18 percent) would
likely not be exempt but are in
compliance with the minimum work
requirements, while some 17,000 (9
percent) are non-exempt and working,
but likely do not work enough to come
into compliance. Finally, about 78,000
beneficiaries (39 percent) fall into the
third group, i.e. they would not be exempt
from work requirements, are not working,
and thus do not fulfill the compliance
requirements.

Table 1 provides detailed information on
the four groups subject to work
requirements.

80,000

70,000 -

60,000 -

50,000 -

40,000 -

30,000 -

20,000 -

10,000 -

Group 1

Group 2a

Group 2b Group 3

Figure 2: Distribution of Medicaid Beneficiaries by Group
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As described above, Group 1 s
comprised of about 70,000 Medicaid
beneficiaries. About two thirds of the
groups is female, and just over 90
percent are white. In terms of age, close
to 43 percent are between 19 and 29, 33
percent are between 30 and 39, 17
percent are between 40 and 40, and 6
percent are between 50 and 64. The vast
majority of individuals have children
under the age of 18 (84 percent) and
more than half have children under 6.
Approximately, one third are married, 43
percent have never been married, and 24
percent are divorced, separated, or
widowed.

In terms of educational attainment,
almost 90 percent of beneficiaries at
least finished high school, with close to
40 percent having more than a high
school education.

Economically, about two thirds of
individuals fall below 138 percent of the
Federal Poverty Line, and close to one
third fall below 50 percent. At the same
time, just over half usually work more
than 20 hours per week and more than
40 percent work more than 30 hours.
Over the past year, close to 36 percent of
individuals in the group worked 40 weeks
and just under 30 percent worked more
than 50 weeks.

Health is a concern in Group 1. Close to
2 in 10 beneficiaries in the group have at
least one serious health limitation. About
9 percent each report “serious difficulty
concentrating, remembering, or making
decisions,” 8 percent report “serious

difficulty walking or climbing stairs,”
about 5 percent report “serious difficulty
doing errands,” and 7 percent fall into the
“blind or serious vision or hearing
difficulty” category.

Finally, about 6 percent have no access
to a phone while 10 percent have no
access to the internet. One third do not
have access to broadband internet and
11 percent do not have access to a
vehicle in the household.

As mentioned above, all individuals in
Group 2 are actively participating in the
labor market. However, not all individuals
would be in compliance with the
requirement of a Kentucky-style 1115
waiver. Characteristics between the two
groups, Group 2a and 2b, are generally
similar, although demographics for those
individuals in Group 2b are becoming
more in line with those in Group 3 in
terms of age, income, education, and
health limitations.

Compared to Group 1, individuals in
Group 2a trend older. Distribution of race
and ethnicity are similar. However, this
group contains a larger percentage of
male beneficiaries, approaching 50
percent. About half of beneficiaries are
married while about a third have never
been married. Moreover, about 50
percent have children under age 18.
Almost two- thirds of beneficiaries in the
group at least finished high school, while
an additional 25 percent went beyond
high school.

In terms of income, just under half fall
below 138 percent of the Federal Poverty
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Line, while 7 percent fall below 50
percent of it in Group 2a. As
aforementioned, individuals Group 2b
are somewhat older, poorer, and less
educated.

Health limitations are somewhat lower as
compared to Group 1 in Group 2a,
approaching about 1 in 10, while slightly
exceeding that number for Group 2b.
Access to phone, internet, broadband
internet, and vehicles is slightly improved
as compared to Group 1, as well.

The general patterns comparing Group 1
to Group 2 are exacerbated in
comparison to Group 3, which trends
slightly older, more white, and more male
than Group 2. Moreover, only about a
quarter of individuals are married, while
42 percent have never been married.
Additionally, one in three are divorced,
separated, or widowed, and only a
quarter of individuals have children under
age 18; only 15 percent have children
under age 6.

Individuals in Groups 3 generally have
lower levels of educational attainment, as
a quarter did not complete high school,
and only 18 percent went beyond high
school. This is reflected in income, with
about two thirds of individuals falling
below 138 percent of the Federal Poverty
Line and 36 percent falling below 50
percent. It is also reflected in labor
market participation, which, by definition,
is limited in this group. Less than a
quarter of individuals reported usually
working 20 hours or more per week, and
less than 20 percent reported working 30

Medicaid Work Requirements in West Virginia

hours or more. Strikingly, only 8 percent
worked more than 40 weeks in the past
year, and a mere 3 percent worked for
more than 50 weeks. Overall, more than
two thirds report not being in the labor
force.

Health limitations also play an important
role in explaining these statistics, as
more than 30 percent report suffering
from at least one health limitation.
Particularly common are limitations with
regard to “serious difficulty
concentrating, remembering, or making
decisions” and “serious difficulty walking
or climbing stairs,” both of which affect
abut 20 percent of individuals. “Serious
difficulty running errands” approaches 15
percent.

Finally, individuals in Group 3 also fare
worse with regard to access to phone,
internet, broadband, and vehicles than all
other groups. Strikingly, close to 50
percent of individuals do not have access
to broadband internet, and a quarter do
not have access to any internet at all. In
addition, close to 20 percent do not have
access to a vehicle.

Even a relatively small state like West
Virginia exhibits significantly different
social, economic, and demographic
environments across its various regions
(Table 2 and Figure 3). Table 3 presents
an overview of the distribution of groups
across the state using the U.S. Census
Bureau’s public use microdata areas
(PUMAS). PUMAs are the lowest level of
geographic information for which detailed
ACS data are available. There are 13
such areas in West Virginia.



Figure 3: West Virginia Public Use Micro Areas (PUMAS)

Table 2: West Virginia Public Use Micro Areas (PUMAS)

PUMA Counties

100 Ohio, Marshall, Hancock and Brooke

500 Randolph, Upshur, Barbour, Lewis, Hardy, Grant, Pendleton and Tucker

900 Putnam, Boone and Lincoln

1200 Raleigh, Mercer and Fayette

Medicaid Work Requirements in West Virginia / 21
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The percentage of beneficiaries in Group
1 ranges from 26 percent in the
Charleston area to 44 percent in Wood,
Pleasants and Wirt Counties and the
Northern Panhandle, with a regional
average of 36 percent. Group 2a ranges
from 12 percent in the Northern
Panhandle to 32 percent in Raleigh,
Mercer and Fayette Counties, with an
average of 18 percent. At the same time,
Group 2b averages 8 percent regionally,
including a low of 3 percent in Wood,
Pleasants and Wirt Counties and a high
of 13 percent in the Northern Panhandle.
Finally, Group 3, averaging 38 percent
regionally, ranges from 23 percent in
Raleigh, Mercer and Fayette Counties to
47 percent in the Charleston area.
Overall, Wood, Pleasants and Wirt
Counties have the lowest number of
beneficiaries with about 8,500 while the
Charleston area has the most, with just
over 24,000 individuals. The regional
average exceeds 15,000.

The aforementioned results are based on
the assumptions of a Kentucky-style
1115 waiver, i.e. a waiver that provides
exemptions for caregivers of children up
to age 18 or SSI beneficiaries, and for
students. It also requires a work effort of
at least 20 hours per week, and applies
to the entire Medicaid population. In
order to provide some perspective,
various alternatives are conceivable.
Two important scenarios involve altering
the age of children permissible to obtain
exemptions, as well as the work effort
required. Table 4 provides the relevant
statistics for a number of these
scenarios, alternating the work effort
between 10, 20, and 30 hours per week,
as well as allowing for child-based
exemptions for children up to ages 1,6,
and 18 (see also Figure 4).

Table 4: Distribution of Beneficiaries Subject to Work Requirements Based on

Alternative Scenarios

Work Effort Affected Beneficiaries
Required Group  Group Group  Group
per Week 1 2a 2b 3
10 hours 70,435 38,662 14,897 77,667
Exemption for Children under 19 20 hours 70,435 36,357 17,202 77,667
30 hours 70,435 31,145 22,414 77,667
10 hours 50,888 43,767 17,035 89,971
Exemption for Children under 6 20 hours 50,888 41,225 19,577 89,971
30 hours 50,888 35,353 25,449 89,971
10 hours 32,523 47,911 20,243 100,984
Exemption for Children under 1 20 hours 32,523 45,676 22,478 100,984
30 hours 32,523 39,235 28,919 100,984
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Lowering child-based exemptions from
age 18 to age 6 or even age 1
significantly alters the number of
individuals in the various groups. While
just over 70,000 individuals fall into
Group 1 if the child-based exemptions is
based on children up to age 18, the
number drops to 51,000 for age 6, and
33,000 for age 1. At the same time,
Group 2 increases from 54,000 to 61,000
and to 68,000 while Group 3 increases
from 78,000 to 90,000 and to 101,000
individuals, respectively.

By definition, changes to the work effort
required shift individuals only between
groups 2a and 2b. Based on a child-

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

10 20
hours hours hours

Exemption for
Children under 19

mGroup 1

10

hours hours hours
Exemption for Children under 6

m Group 2a

based exemption up to age 18 and a
required work effort of 20 hours per
week, about 36,000 individuals fall into
Group 2a, while another 17,000 fall into
Group 2b. If the work requirement is
reduced to 10 hours 2,300 individuals
shift from Group 2b into Group 2a,
whereas if the work requirement is
increases to 30 hours per week, 5,200
individuals shift from Group 2a into
Group 2b. The results for 10 hour work
efforts are similar in extent if child-based
exemptions are based on ages 1 or 6.
However, the number of individuals
shifting from Group 2a to Group 2b
increases to 5,800 and 6,400,
respectively.

20 10 20
hours hours hours

Exemption for
Children under 1

Group 2b = Group 3

Figure 4: Percentage Distribution of Groups Based on Alternative Scenarios
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DISCUSSION

As illustrated in Figure 4, the
implementation of work requirements for
West Virginia’s Medicaid population
would affect a significant number of
beneficiaries and  their  families.
Depending on the scenarios presented,
about 15,000 to 29,000 individuals would
have to increase their hours worked and
an additional 78,000 to 101,000
individuals would have to find
employment in order to avoid losing
benefits. The combined number of
individuals thus ranges from about
93,000 to 130,000, not counting the
33,000 to 70,000 individuals with
exemptions. Those already working,
35,000 to 48,000, would at least have to
maintain their current efforts.

Based on evidence from the
implementation of work requirements in
other public assistance programs™ and
early indications from the Arkansas 1115
waiver,*8 %5 it is likely that a significant
number of individuals will lose coverage
as a result. Indeed, coverage losses will
be almost immediate. For one, analysis
from the SNAP program,’? with a very
similar target population, has shown
coverage loses of 50 to 85 percent within
the first year. Evidence from the
implementation of TANF in West Virginia
also indicates large coverage losses
without  sustained elimination  of
poverty.3!: 32 While these numbers are
much higher than indicated by states in
their 1115 waiver applications, they seem
very much in line with the first reported
results from Arkansas,* 55 where about
1 in 4 targeted beneficiaries have already
fallen out of compliance immediately, and
are thus locked out of the program.

Applied to the previous analyses for West
Virginia, this would entail coverage
losses in the range of 54,000 to 144,000
West Virginians for Groups 2 and 3 alone
in the first year of implementation. For a
Kentucky-style waiver, coverage losses
range from 66,000 to 112,000 for Groups
2 and 3. With a population of about 1.8
million, this extent of coverage losses
would be devasting far beyond the
affected individuals and their families.

Individual Barriers Facing Medicaid
Beneficiaries

Several potential barriers exists that may
impeded the ability of beneficiaries to
comply with work requirements (Figure
5). Not surprisingly, beneficiaries in
Group 3 consistently fare worse than
individuals in other groups.

Serious health limitations may prove
particularly challenging when seeking to
participate in the labor market.
Limitations listed in the ACS include
“serious difficulty concentrating,
remembering, or making decisions,”
“serious difficulty walking or climbing
stairs,” “serious difficulty doing errands,”
“serious difficulty bathing or dressing,”
“blind or serious vision or hearing
difficulty.” Overall, about 16 percent of
individuals in Group 1 report at least one
such difficulty. The numbers are 10, 12
percent, and 30 percent, respectively, for
Groups 2a, 2b, and 3. The high number
for non-exempt individuals in Group 3
may prove particularly problematic.
There may be underreporting, so the
numbers could potentially be higher.

Medicaid Work Requirements in West Virginia



Participation in the labor market may also
be impeded by Ilimited levels of
education. Overall, about 12 percent in
Group 1 did not finish high school. The
same holds for 12 percent in Group 2a
and 18 percent in Group 2b. The number
reaches 25 percent for Group 3.

Moreover, in order to fulfill reporting or
exemption requirements, beneficiaries
must report their compliance efforts
either in person, by phone, or via internet.
Hence access to a vehicle, a phone, or
high-speed internet is crucial for all three
groups. Lack of access to a phone
ranges from 4 to 8 percent, and lack of
internet access ranges from 10 to 25
percent across groups. For broadband
access, deficiencies range from 34 to 48
percent. Nine to 20 percent of
beneficiaries are without access to a
vehicle in their household. Group 3 again
fares particularly poorly with 8 percent
having no phone access, 25 percent
having no internet access, 48 percent

80.0%
70.0%
60.0%
50.0%
40.0%
30.0%
20.0%
10.0%

0.0%

No Phone, Internet, No Phone, Internet, No Phone, Internet,

having no broadband internet access,
and 20 percent having no vehicle access.

Cumulatively, the extent of the barriers
becomes even more evident. In Group 1,
38 percent of beneficiaries do not have
access to at least one of the following:
vehicle, phone, or high-speed internet
access is crucial for all three groups. The
number increases to above 42 percent
for Groups 2a and 2b, and above 52
percent for Group 3. The numbers
increase to 45 percent, 47 percent, 47
percent, and 62 percent, respectively, for
individuals who either have access
limitations or do not have at least a high
school degree. For individuals who either
have an access limitation or have at least
one severe health limitation the number
increase to 48 percent, 46 percent, 48
percent, and 66 percent, respectively.
Finally, 53 percent, 50 percent, 53
percent, and 72 percent of individuals in
each group suffer from at least one of the
aforementioned limitations.

All Three

or Vehicle Access or Vehicle Access & or Vehicle Access &

No High School
mGroup 1 mGroup 2a

Health Limitation

Group 2b =Group 3

Figure 5: Cumulative Barriers for Medicaid Beneficiaries
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Table 5: Common Industries of Medicaid Beneficiaries in West Virginia

Industry

Percentage of Medicaid
Beneficiaries

Accommodation and Food Services
Retail Trade

Health Care and Social Assistance
Construction

Administrative and Support and Waste
Management and Remediation Services
Other Services, Except Public
Administration

Manufacturing

Educational Services

14.17%
12.65%
12.63%
5.44%

4.88%

4.87%

4.14%
2.88%

Finally, most Medicaid beneficiaries in
the labor market are currently employed
in professions with low pay and limited
benefits. For those current Medicaid
beneficiaries that will exceed eligibility
guidelines and lose their Medicaid
coverage, no employer-sponsored
insurance coverage is likely to be
available. When it is offered, it may be
financially out-of-reach. This means that
they will have to obtain less
comprehensive and more expensive
coverage from healthcare.gov, or go
without coverage. Given the uncertainty
created by the Trump Administration
surrounding the insurance marketplaces,
and the known problems with out-of-
pocket expenses for marketplace
coverage, these beneficiaries’ access to
health care will likely diminish.

Systemic Barriers Facing Medicaid
Beneficiaries

In addition to individual barriers,
Medicaid beneficiaries subject to work

requirements will be confronted with a
series of systemic barriers to compliance
in West Virginia. Most crucially, the
state’s persistent underdeveloped labor
market raises significant concerns.
Despite recent positive developments
nationally and locally, the situation
continues to remain challenging in many
parts of the state.

One of the biggest problems in many
counties will be consistently high rates of
unemployment. While unemployment
rates have generally fallen since 2010,
certain areas of the state are siill
confronted with rates in excess of 6
percent. Certain local clusters exceed
this numbers further. The high
unemployment rates will make it hard for
individuals to find jobs to allow them to
come into compliance with program
requirements.

Medicaid Work Requirements in West Virginia



Figure 6: West Virginia Unemployment Rates by County

In addition, 33 of the state’s 55 counties
are so-called Labor Surplus Areas.
These areas, as defined by the U.S.
Department of Labor, are those counties
in which the civilian average annual
unemployment rate is at least 20 percent

in excess of the nationwide annual
average. Again, individuals residing in
these counties will find it particularly
challenging to  fulfil any  work
requirements imposed upon them.

Figure 7: West Virginia Labor Surplus Areas
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Another indicator  of persistent
employment and poverty problems is
what the U.S. Department of Agriculture
refers to as Areas with Persistent
Poverty. This definition applies to those
counties in which poverty rates have

persistently, i.e. for multiple decades,
exceeded 20 percent. Using the most
recent data available, 12 of West
Virginia’s 55 counties fall into this
category.

Figure 8: West Virginia Counties with Persistent Poverty

The implementation of work
requirements does not come without
costs to the state. Some of the most
obvious costs would hail from IT
requirements and the administration of
the work requirements themselves. The
infrastructure upgrades would certainly
require outside support, and significant
upgrades to the state’s limited Medicaid
IT systems. Given experiences with the
Affordable Care Act, these would likely
run in the tens of millions of dollars.8

Moreover, the state would have to track
exemptions and  compliance by
individuals. For the roughly 131,000
beneficiaries in Groups 2 and 3, this

would amount to potentially 126 million
hours per year. Processing only the initial
exemptions for Group 1, using the
estimates developed by the State of
Minnesota, amounts to 62,000 hours or
1,555 work weeks for state bureaucrats.
Importantly, many exemptions will only
be temporary and thus require frequent
recertification. Again relying on the
Minnesota estimates, referring
beneficiaries of Group 2b and 3 to
employment and training will amount to
35,000 hours or 870 work weeks for West
Virginia caseworkers. Termination of
benefits for non-compliance, assuming a
50 percent non-compliance rate for
Groups 2 and 3, amounts to 92,000
hours or 2,300 work weeks. Again, many
of these actions will be repeated over
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time. It is unlikely that the West Virginia
Department of Health and Human
Resources could stem these demands
without significantly augmenting its
capacity.

Finally, as mentioned above, effective
work supports have shown to cost
between $7,500 to $14,000 per enrollee.
Even if the state were only to provide
these supports for individuals in Group 3,
the costs would range from $580 million
to 1.1 billion.

The expansion of Medicaid has been a
lifeline for the state’s broader health care
system. While it has served to
significantly reduce bad debt and charity
expenses for all hospitals, it is the state’s
rural hospitals that have particularly
benefitted.®” Rural hospitals nationwide
have seen tremendous financial strain
due to changing demographic
developments and challenging market
dynamics.  Closures have been
frequent,8 °7 particularly in states that
have not expanded their Medicaid

Medicaid Work Requirements in West Virginia

programs. A vulnerability analysis
indicates that about half of West
Virginia’s hospitals in rural areas are
facing severe financial challenges and
are at risk of closure.®® Increases in bad
debt due to losses in Medicaid coverage
could prove too burdensome to
overcome for these institutions, affecting
all  West Virginians and their
communities. Similarly, Federally
Qualified Health Centers, which serve
about a quarter of West Virginians,
overwhelmingly rely on Medicaid
reimbursement to survive.®®* Coverage
losses due to work requirements could
prove devastating for these essential
providers, as well. At the same time,
albeit to a lower extent, private health
providers would be confronted with
increases in inability to pay for care by
patients. Finally, West Virginia University
Medicine faces significant exposure to
the Medicaid population and estimates
current Medicaid shortfalls and other
financial assistance at close to 150
million  annually.’®  Reduction in
Medicaid coverage rates would thus
have severe financial repercussions for
the state’s flagship university.



CONCLUSION

As one of the nation’s poorest states,
West Virginia disproportionately relies on
Medicaid to provide health coverage to
hundreds of thousands of West
Virginians. While crucial for these
individual beneficiaries, Medicaid also
serves as the backbone of the larger
health care infrastructure in the state,
including  for hospitals, Federally
Qualified Health Centers, and Rural
Health Clinics, as well as major health
systems like West Virginia University
Medicine and CAMC Health System. Any
changes, including the implementation of
work requirements, block grants, or a
reversal of the Medicaid expansion, that
limit enrollment or reimbursement will
have significant detrimental effects on
the health and well-being of West
Virginians.

The stated goal of many proponents of
work and community engagement
requirements, i.e. the alleviation of
poverty and the transition of Medicaid
beneficiaries into stable work
environments, is laudable and supported
by many Americans. Yet, taking away
medical coverage indeed runs contrary to
that goal, as an expert consensus
universally emphasizes the strong
positive effects that sustained health
coverage has in supporting the work
efforts of beneficiaries.?® Recent studies
assessing the effect of the Medicaid
expansions have affirmed these
findings.3® Identifying those individuals
who are taking undue advantage of the
current configuration of benefits is
challenging and costly. Perhaps most
crucially, it may expose all rightful
beneficiaries to excessive burdens and
even disenrollment, with significant

health, emotional, and financial
consequences. It seems likely that these
detrimental effects may well outweigh,
ethically and financially, any other
concerns. Moreover, the unclear legal
and political environment may expose
the state to costly court challenges and
policy reversals. Crucially, with the
challenging labor market environment in
the state, it seems unlikely that large-
scale disruptions to the extent outlined in
the analysis above would not lead to
major upheaval. Most importantly, it is
unclear whether the West Virginia
economy could offer additional
employment opportunities to tens of
thousands of individuals in any
reasonable amount of time.

Given these limitations, the most prudent
approach to increasing workforce
participation while protecting the health
of West Virginians includes a multi-
pronged strategy that increases
coverage, reduces premiums, and helps
West Virginians lead healthier lives. An
incomplete list of actions includes
passing a state-based individual
mandate, seeking approval from CMS to
establish a reinsurance program, and
banning or strictly limiting short-term,
limited duration health plans. All three
actions will reduce premiums and expand
enrollment. The state should also expand
eligibility for the Children’s Health
Insurance Program and encourage West
Virginians to enroll in individual coverage
during the Fall 2018 open enroliment
period by funding outreach and
enroliment activities. Raising the tobacco
tax and implementing a soda tax with the
resulting funding going to smoking
cessation and addiction treatment
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programs are proven ways to improve environment including clean air and

population health. More generally, we water. Finally, the state should take
need to encourage West Virginians to be extensive, evidence-based steps to reign
healthier and provide them with a healthy in the sweeping opioid epidemic.
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