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Program Design Snapshot:
Public Coverage Waiting Periods for Children

Description

"Waiting period" refers to the length of time a child is required to be uninsured prior to enrolling in a
public health coverage program. The restriction generally applies to separate State Children’s Health
Insurance Program (SCHIP) programs only, as waiting periods are not permitted in Medicaid without a
waiver. Waiting periods are primarily designed to deter crowd out (when private coverage is dropped
when better, more affordable public options are available). However, because waiting periods essentially
require children to go without coverage for reasons beyond their control and their effectiveness in
deterring crowd out has not been proven, many states have sought to target waiting periods by limiting
their length and/or establishing targeted exceptions.

Legislative Background

In the name of minimizing substitution of private coverage, many states with a separate SCHIP program
require that children be uninsured for a specified period of time before they can be enrolled in coverage.
The SCHIP law requires states to describe in their state plans the procedures that they will use to ensure
that SCHIP coverage does not substitute for group-based coverage.' It, however, does not specify exactly
which procedures a state must use, instead providing states the flexibility to decide which strategies are
most effective given their particular economic conditions, health insurance system, and demographics.
Waiting periods are not permitted in Medicaid without a waiver.

However, in 2007, the Centers for Medicare and Medicaid Services (CMS) effectively changed this
policy by specifying, though the August 17, 2007 directive, that a state that expands eligibility above 250
percent of the federal poverty level (FPL) must establish, at minimum, a one-year waiting period for such
children.” In a May 7, 2008 letter, CMS states that it will review alternative proposals and consider
exceptions to the 12-month waiting period requirement, if the state provides data that demonstrates a low
risk of substitution.’

Where States Stand

In their initial SCHIP plans®, there was considerable variation across states regarding their use of waiting
periods. Five states had 12-month waiting periods; 17 states had six-month waiting periods; 18 states had
waiting periods of four months or less; and 11 states had no waiting period at all.?

Over time, several states dropped or shortened their waiting periods, in part because of minimal evidence
of'a crowd out problem. As of June 2008, 11 states do not have a waiting period in their SCHIP programs
and 37 states have waiting periods of 6 months or less. Only three states, Alaska, Louisiana, and West
Virginia, have waiting periods of 12 months, and only above certain income levels.®

(View http://ccf.georgetown.edu/index/waitingperiods-modellanguage for waiting periods for children in
Medicaid/SCHIP by state.)

Issues to Consider

Any policy that leaves children uninsured for a period of time should be considered in the context of the
health consequences and financial costs associated with limited access to health care. As such, when
setting waiting periods, there are several issues that states should consider.
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The Price of Waiting Periods can be High

Waiting periods clearly can harm children by requiring them to go without coverage for longer
than necessary. Research has shown that uninsured children generally have less access to medical
care, especially primary care, and as a result may receive more costly care in emergency rooms or
may altogether delay or forgo care necessary for their healthy development.” Delayed or forgone
care of uninsured children can have adverse effects on their health and can make treatments more
costly when a child is able to obtain coverage or secure medical services.

In addition, a state should consider the administrative costs that could accompany the imposition
of a waiting period. Any modification to eligibility standards is likely to require a change to the
application form, especially if a state implements more than one standard (i.e. a longer waiting
period for children with income above 250 percent of the federal poverty level as required under
the CMS directive). Changes to the technical systems that process applications and determine
eligibility might also be necessary.®

The Effectiveness of Waiting Periods is Under Debate

It is not clear how effective waiting periods are in minimizing crowd out. For instance, one study
found little evidence that waiting periods reduce crowd out,’ but another study found an inverse
relationship between waiting periods and crowd out, (specifically, they estimate a 50 percent
substitution rate with no waiting period and no substitution with a six-month waiting period).'® In
combination with minimal state-based evidence of a crowd out problem, many states have
reduced or eliminated the waiting period since SCHIP was first implemented.'!

On April 9, 2008, Peter Orszag, Director of the Congressional Budget, citing the studies above,
testified that it is not clear that the 12-month waiting period mandated by the August 17th
directive will help reduce crowd out. To the contrary, the measure may have as much of a
negative effect on the enrollment of uninsured children, as it does on children who might have
had private coverage. In fact, several studies have shown that mandatory waiting periods reduce
SCHIP enrollment, which may suggest that waiting periods not only restrict the number of
eligible kids, but also create the impression of a less available program, discouraging even those
who are in fact eligible from applying.'

(For more on addressing crowd out in SCHIP, see the Center for Children and Families website:
http://ccf.georgetown.edu/index/strategy-center.)

States Have Flexibility in Targeting the Waiting Period

The purpose of establishing a waiting period in SCHIP is to deter families from substituting
public coverage for affordable private options. Because waiting periods can only be applied to
separate SCHIP programs, there is a lower income level at which waiting periods will not be
applicable. In addition, states may further limit the income level at which the waiting period is in
effect (for example, West Virginia has a six-month waiting period for children with incomes less
than 200 percent of the FPL and a 12-month waiting period for those with incomes between 200
percent and 220 percent of the FPL). States also may institute a waiting period only for certain
ages; such as in Pennsylvania where children under age two are exempt so no important
immunizations or screenings are missed.

States should also consider the waiting period in relation to affordable and quality coverage. For
example, in Wisconsin, the plan must meet Health Insurance Portability and Accountability Act
(HIPPA) standards and an employer must contribute 80 percent of the premium in order for the
coverage to be deemed “affordable.” States could also decide to require that certain benefits be
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included in the private coverage, such as those covered by Early Periodic Screening, Diagnosis
and Treatment (EPSDT).

States Often Have Exceptions to Waiting Periods

States routinely allow exceptions to the waiting period for children who lost private coverage for
reasons that may be out of their control. Some states consider general exemptions, such as when
families lose coverage through “no fault” of their own or who drop private coverage for “good
cause.” Many states have specific exemptions, such as:

A change in family structure, due to the death of a parent or a divorce;

The loss of or change in employment, such as a parent being laid off or accepting a new job
or position in which health care benefits are not offered;

A loss or change in benefits, for example an employer no longer offers coverage, an
employer does not offer dependent benefits, COBRA coverage is expired, or coverage is
terminated because lifetime maximums have been reached;

Cost sharing requirements (including premiums) that are not affordable, often defined as a
percentage of income;

Special health care needs, such as a disability, or a pre-existing condition that makes private
coverage options unavailable."

Other less common exceptions include exemptions for survivors of domestic violence or the
self-employed. The lack of access to local medical services, or the loss of coverage when a
parent leaves work to serve as the primary caretaker for a young child are also considered
good cause exceptions.

(For examples of legislative or regulatory language from states with broad exemption policies
see: California, Pennsylvania, New Hampshire, and Rhode Island on the Center for Children and
Families website at: http://ccf.georgetown.edu/index/strategy-center.)

State Experiences

Pennsylvania: When Pennsylvania implemented its SCHIP expansion to 300 percent of the FPL in
early 2007, it imposed a requirement that children be uninsured for six months before enrolling in
coverage (with exemptions for good cause reasons). In response to the concerns of pediatricians and child
health advocates that young children might therefore miss vital screenings and immunizations, the state
opted to exempt children under the age of two from the six-month uninsured waiting period.

New Jersey: New Jersey’s original SCHIP state plan covered children up to 200 percent of the FPL and
included a 12-month waiting period. In 1999, the state sought to reduce the waiting period from 12
months to six months because program experience and a review of demographic data indicated that by
doing so the state could cover more uninsured children without crowding out private coverage.'* Since
2000, New Jersey has added exceptions to its waiting period and further reduced it to 3 months.

Other States: Since originally implementing their SCHIP programs, a number of states have reduced
their waiting periods, usually in response to their crowd out experience. For example, since they
implemented their SCHIP programs, Arizona, Connecticut, Montana, New Jersey, New Mexico, and
Virginia have reduced the length of their waiting period; and lowa, Kansas, Louisiana, Mississippi, North
Carolina, and Rhode Island have completely eliminated their waiting period."’
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For More Information

e Addressing Crowd Out
Center for Children and Families, 2008
This strategy brief defines crowd out and provides a legislative history and detailed discussion of the
available data used to measure crowd out in SCHIP. It also discusses state strategies and the issues to
consider when addressing crowd out.

e The CMS August 2007 Directive: Implementation Issues and Implications for State SCHIP Programs
J. Mclnerney, M. Hensley-Quinn, & C. Hess, National Academy for State Health Policy, 2008
This report examines the requirements within the August 17" directive that are of the greatest concern
to states, including the 12-month minimum waiting period. It provides background on current state
policy and practice, as well as discussing the implications of the directive.

e  SCHIP Approved State Plan Information
Centers for Medicare and Medicaid Services (CMS)
CMS posts the currently approved SCHIP State Plans, all state plan amendments (SPAs), and press
releases on this web site. Most states discuss the details of their waiting periods, if applicable, in
section 4.4.4 of their state plan amendment.
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