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Foreword

This is one of a series of reports exploring policy issues that have emerged during
states’ early implementation of the State Children’s Health Insurance Program, or
SCHIP. These reports seek to identify important challenges states have faced, explore
the availability of data to analyze these issues, provide initial analysis of the effects
of alternative policies and implementation strategies, and raise questions for further
study. Because of the limited scope of these analyses, it is important to exercise
restraint in drawing conclusions from study results; these reports are intended to
provide preliminary analyses of complex issues, and early insights into their nature
and possible resolution.

The authors would like to extend sincere thanks to the many people who assisted
with the completion of this project. Caroline Taplin, our project officer at the Office
of the Assistant Secretary for Planning and Evaluation, Department of Health and
Human Services, provided strong leadership, guidance, and support through the
paper’s development. The federal interagency workgroup, put in place to guide the
work of the task order contract, also played an integral role in setting the objectives
for the study and providing feedback on all data collection instruments and drafts.
Specifically, we want to extend our gratitude to Tanya Alteras, Steven Finan, Julia
Paradise, Barbara Richards, Adelle Simmons, and Jennifer Tolbert at ASPE, Wendy
Wolf, formerly of the Health Resources and Services Administration (HRSA), Karen
Raykovich at HRSA, Cindy Shirk, formerly at the Centers for Medicare and Medic-
aid Services (CMS), and Christina Moylan, Angela Corbin, and Johanna Barraza-
Cannon of CMS.

At the Urban Institute, we would like to thank John Holahan, Genevieve Ken-
ney, and Lisa Dubay, for their helpful comments and feedback on our drafts, and in
particular for helping us navigate and analyze state enrollment data.

Finally, and most importantly, we would like to thank the many state officials
who gave generously of their time, freely shared state data, and provided us with
critical assistance in interpreting and analyzing the implications of these data. These
officials included Gayle Sandlin and Cathy Caldwell of Alabama; Sandra Shewry of
California; Dorothy Sweringen of Colorado; Rose Naff and Bridgett Singleton
of Florida; Denise Holmes and Bob Stampfly of Michigan; Greg Vadner, Charles
Bentley, and Pamela Victor of Missouri; Judy Arnold of New York; and June Milby,
Barbara Brooks, and Patsy Slaughter of North Carolina.
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Executive Summary

The Balanced Budget Act of 1997 established Title XXI of the Social Security Act,
creating the State Children’s Health Insurance Program (SCHIP). Title XXI
provided states the authority and funding to expand health insurance coverage to
low-income children by expanding Medicaid, developing new “separate” child health
programs, or a combination of both approaches. During the first three years of
SCHIP, considerable policy attention was directed at state efforts to enroll eligible
children. Yet the program was often criticized for getting off to a slow start and
enrolling a small percentage of the target population. Over time, states have designed
and implemented numerous strategies to streamline the application process with the
goal of achieving higher enrollment. As SCHIP programs have matured, national
enrollment has increased steadily—between the second quarters of federal fiscal
years (FFY) 1999 and 2000, enrollment grew by 90 percent (Rosenbach et al. 2001).
Furthermore, the Centers for Medicare and Medicaid Services reported that in FFY
2001, 4.6 million children participated in SCHIP (CMS 2002). Nevertheless, with
more than three-quarters of all uninsured children now eligible for public coverage,
more needs to be learned about why these children are not enrolling in Medicaid or
SCHIP (Dubay, Haley, and Kenney 2000).

Given policymakers’ continued interest in enrolling eligible children into SCHIP
and a more recent focus on improving retention rates in the program, the U.S.
Department of Health and Human Services’ Office of the Assistant Secretary for
Planning and Evaluation (ASPE) asked the Urban Institute to conduct a study of
state efforts to enroll and retain children in SCHIP. Specifically, the Institute was
asked to collect and analyze information about states’ application and eligibility
redetermination processes under SCHIP, as well as data on the outcomes of these
processes. This report focuses on our findings related to enrollment; findings from
our study of retention are examined in a companion report (Hill and Lutzky 2003).

Information and data were collected from eight states, selected based on a vari-
ety of demographic and programmatic variables, during the spring and summer of
2000. The states were queried on such issues as

o administrative responsibility for SCHIP eligibility determination;

« the process for accepting initial applications for SCHIP and how it differs from
that of Medicaid;

« the “screen and enroll” process for SCHIP and Medicaid;
« strategies used to facilitate enrollment into SCHIP and Medicaid; and

« the processes by which applications are denied eligibility and families are notified
of this denial.

We also discussed the lessons state officials had learned through the operation
of these systems about the barriers that persist for families applying for SCHIP cov-
erage, and strategies for overcoming these barriers.
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The second component of the study involved the collection and analysis of appli-
cation outcomes data. Specifically, we collected data on

« the number of SCHIP applications submitted, and of these, the number approved
for SCHIP coverage, denied SCHIP coverage, and referred to Medicaid;

« the number of referrals to Medicaid that were approved, denied, or withdrawn;

« the number of eligibility denials that were due to “failure to meet eligibility
criteria;” and

« the number of eligibility denials that were due to “failure to comply with
procedures.”

We typically found that states had a difficult time producing outcomes data,
varied considerably in their data collection and reporting practices, and that no state
could produce all of the measures of interest.

Findings and Implications for Future Policy

~——
—
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By collecting and analyzing information on the application processes states use for
SCHIP and Medicaid, as well as administrative data on the outcomes of these
processes, we had hoped to make informed observations regarding how various pol-
icy strategies affect rates of approval and denial of coverage. Because of limitations
of state data systems and similarities in policies among our small sample of states,
we were in most cases unable to draw such clear links. However, we did learn a great
deal about the procedures states follow in accepting and reviewing SCHIP /Medic-
aid applications; the strengths and weaknesses of state eligibility data systems; the
rates at which children are approved and denied coverage under SCHIP, and referred
to Medicaid; and the various reasons why children are denied eligibility. The major
findings of this study and their implications for future policy include the following;:

« States have implemented many similar strategies for simplifying the SCHIP
enrollment process, but simplifications to Medicaid policies and procedures
are less extensive. In line with the national trend, the states we studied all made
simplifying SCHIP enrollment a high priority. For example, all of our study states
use a joint SCHIP/Medicaid application, permit these applications to be submit-
ted by mail, and have dropped assets testing from eligibility criteria. Five of our
eight study states had adopted 12 months of continuous eligibility for children
enrolled in SCHIP. Two states have gone so far as to allow families to self-declare
their incomes.

It appears, however, that these states have not simplified their Medicaid en-
rollment processes to the same extent as their SCHIP processes. Among our eight
study states, two still required face-to-face interviews for children enrolling in
Medicaid (whereas SCHIP enrollment can be completed entirely by mail), two
retained assets tests as part of their eligibility criteria, only four had adopted
12 months of continuous eligibility for Medicaid, and only one permitted fami-
lies to self-declare income.

X
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« Inconsistencies between SCHIP and Medicaid eligibility rules and require-
ments make the enrollment process more difficult and confusing for families.
Inconsistencies between SCHIP and Medicaid eligibility rules and procedures
may pose barriers to families wishing to enroll their children in coverage. State
officials believed that these inconsistencies make the federally required “screen
and enroll” process difficult and confusing, while also making children’s transi-
tions between SCHIP and Medicaid coverage more challenging.

« In most states, less than 50 percent of applicants were approved for SCHIP
eligibility. However, a large proportion of applicants appeared to be Medicaid-
eligible and were referred to that program. SCHIP approval rates of joint appli-
cations were less than 50 percent in four out of the five states submitting compa-
rable data. In these same four states, roughly 40 percent of SCHIP applications
were referred to Medicaid because applicant children appeared to
be income-eligible for Medicaid coverage. This finding speaks to the critical
importance of SCHIP’s “screen and enroll” requirements, which aim to ensure
that children are enrolled into the program for which they are eligible, and that
enhanced federal matching dollars are targeted to the intended population. In
addition, this finding reinforces anecdotal reports that SCHIP outreach and
enrollment efforts may be fueling increased Medicaid case finding. Unfortunately,
most states could not report on the outcomes of their referrals to Medicaid (i.e.,
regarding which children were granted Title XIX coverage and which were not)
because of the limitations of their data systems.

o Large proportions of SCHIP applications are denied for procedural reasons;
this may be the unexpected down side of a simplified application process. As
states have increasingly implemented mail-in application procedures, they have
also experienced higher rates of application denials for “failure to comply with
procedures,” and “incomplete” applications. In the three study states submitting
comparable data, we found that between one-half and three-quarters of all eligi-
bility denials were among families that failed to successfully complete the SCHIP
application process. Nearly all of these denials were because families submitted
incomplete applications, or applications that omitted required documentation
and verification. Most often, it appears that missing income verification was the
leading culprit in these denials.

State officials speculated that these high rates of incompletes were likely a
direct side effect of a mail-based application process, which, by its nature, intro-
duces the potential for confusion and/or mistakes by families. Ironically, these
officials noted that one advantage of the previous face-to-face intake process was
that eligibility workers could directly discuss with parents the various items that
needed to be submitted along with the application. Yet state officials generally
agreed this trade-off was worth it, for it made application processes more accept-
able to families and has led to a higher volume of applications.

« SCHIP programs are asking families about existing health insurance cover-

age as part of the application process, and are denying coverage to those

who possess it. However, it appears that only a small proportion of appli-
cants already have insurance. The Title XXI statute prohibits states from Iil
L
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enrolling children in SCHIP who already possess other forms of creditable insurance.
Each state in our study, therefore, includes questions on its applications about whether
applying children have existing coverage. We found that small proportions of children
appear to already have insurance at the time of application—in four of the six states
that could report on this indicator, less than 5 percent of applicants reported existing
coverage.

State SCHIP and Medicaid data systems are highly variable in their capacity to
report eligibility outcome data. One of the most important conclusions of this study is
that state administrative data systems cannot precisely report on the outcomes of the eli-
gibility process. Even among states that could provide data we requested, the codes, def-
initions, and classifications of various data elements were inconsistent across states, mak-
ing aggregation and cross-state comparisons difficult, if not impossible.

If states are to make informed improvements in their eligibility policies and applica-
tion systems, then they will need to make investments to improve their administrative
data systems. At the national level, policymakers should consider whether developing
standardized approaches for collecting, compiling, and reporting SCHIP and Medicaid
application outcomes data would be beneficial.

Xii
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thus have been made longer than original separate SCHIP application. Most states
believe that this is a worthwhile trade-off that permits more comprehensive eligibil-
ity screening, and have provided families with additional assistance in completing
applications. For example, in April 2000, when New York switched from a separate
SCHIP application to a joint application, the state also implemented its “facilitated
enrollment” initiative through which community-based organizations assist families
in completing the application forms. Joint forms also pose another possible conse-
quence: Because SCHIP eligibility is strictly limited to uninsured children, joint
applications must include questions about applicants’ insurance coverage. Some
potential Medicaid applicants may wrongly perceive that they, too, are ineligible for
public coverage if they already possess health insurance and may not follow through
with submitting their applications.

SCHIP Application Qutcomes

In addition to qualitative information, we collected administrative data from the study
states on the outcomes of their application processes. Specifically, we collected data
on the number of SCHIP applications (and /or children) processed by the state and,
of these, the numbers approved, denied, and referred to Medicaid; for those denied
eligibility, we gathered data on the reasons they were determined ineligible. By cou-
pling our analysis of administrative data with the qualitative information on states’
enrollment procedures, we hoped to gain a better understanding of the effects that
various policies and procedures have on the outcomes of these procedures. As
described in the previous section, however, the data collection effort was challenging
and inconsistent system designs and reporting structures among the states make neat
comparisons difficult. These findings are summarized below.

Rates of Approval, Denial, and Referral to Medicaid
at Initial Application

In analyzing states’ data on application outcomes, it was determined that five states sub-
mitted comparable data—Alabama, California, Colorado, Florida, and Michigan. Each
of these states shared with us data on the applications submitted to SCHIP through the
primary agency or vendor responsible for application processing, and each could distin-
guish between the proportions of these applications that were approved, denied, and
referred to Medicaid. Three additional states submitted useable data, but these data
were not comparable with those of the other states for a variety of reasons and thus are
presented separately in the tables, and discussed separately in our analysis.”

Table 2 presents the outcomes of the SCHIP application processes in the study
states. Specifically, among the five states reporting comparable data, we found

« Approval rates for SCHIP eligibility ranged from 57 percent in Colorado to 29 per-
cent in Michigan. In between these two extremes, Alabama, California, and Florida
reported approval rates within 10 percentage points of one another—41, 47, and

37 percent, respectively. -
L
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Table 2. SCHIP Application Rates of Approval, Denial, and Referral to Medicaid, May 2000

State Number processed Percent approved Percent denied Percent referred to XIX
Alabama 1,937° 41 21 38

California 44,978 a7 15 37°

Colorado 3,922 57 32 12

Florida 17,352 37 20 a4

Michigan 3,2372 29 27 45¢

Missouri 14,365 11 18 714

North Carolina 9,274 24 12 64¢

New York 153,661 71 29 —9

Source: Data collected for this report.

— = not available.

a. Total number of applications processed. Each application may include more than one child.

b. Referrals to Title XIX include 3,481 children in families with income in the Medicaid-eligible range, but
whose parents chose to not have their applications forwarded to Medicaid for review. This represents 21percent
of all “referrals” to Title XIX.

c. This high rate of referral to Medicaid may be because the state’s upper income eligibility threshold for Medic-
aid is higher than the other study states—150 percent of the federal poverty level.

d. Missouri’s high rate of referral to Medicaid is because under the state’s Title XXI Medicaid expansion, social
services departments review all program applications for both SCHIP and Medicaid, and reported data include
all applications for both programs.

e. North Carolina’s high rate of referral to Medicaid is due to the fact that, under the state’s Title XXI Medicaid
expansion, social services departments review all program applications for both SCHIP and Medicaid, and
reported data include all applications for both programs.

f. Data provided are for first quarter, 2000.

g. In New York, health plans responsible for conducting SCHIP eligibility determination could not report data
on referrals to Medicaid.

« Rates of SCHIP application denial ranged from 32 percent in Colorado to 15
percent in California, with Alabama, Florida, and Michigan reporting that
between 20 and 27 percent of applications submitted to SCHIP were denied
eligibility.

o The proportion of SCHIP applications that were referred to Medicaid as a result of
screen and enroll efforts ranged from 45 percent in Michigan to 12 percent in
Colorado. Rates of referral to Medicaid were 38 percent, 37 percent, and 44 per-
cent in Alabama, California, and Florida, respectively.

As discussed in the previous section, the characteristics of the application processes
in the study states are more similar to one another than dissimilar, and thus it is diffi-
cult to develop hypotheses as to why one state’s rates of approval, denial, or referral
are different from those of another state. In fact, in Alabama and Florida, where appli-
cants are permitted to self-declare their income—a very progressive simplification
strategy—rates of approval were lower than in California and Colorado, states that
require the submission of income verification. The relatively high rate of referrals to

— Medicaid in Michigan could be because the state’s Medicaid upper income threshold
—
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for children of all ages is quite high—150 percent of the federal poverty level (FPL)—
compared with the other study states, which set Medicaid upper income limits at
133 percent of FPL for children under age six, and 100 percent of FPL for older
children.

Interestingly, it is among the three states that were split apart from the main
analysis that we can more clearly explain how the characteristics of the application
process and/or reporting systems affect the outcomes of interest. For example,
Missouri’s and North Carolina’s relatively low SCHIP approval rates and very high
Medicaid referral rates most likely reflect the fact that the state’s single data system
reports on the outcomes of all applications submitted to SCHIP and Medicaid. Thus,
all of the applications submitted directly to Medicaid through social services offices
are captured in the Medicaid “referral” rate. In the other states in our sample, the out-
comes reported only reflect those applications that were submitted to SCHIP via mail,
while other families who may have applied for Medicaid through local social services
offices are not captured. Finally, New York’s very high approval rate reflects that the
state has presumptive eligibility (unlike the other study states), and these “approvals”
include children that have been granted presumptive eligibility and do not omit those
children who are ultimately denied eligibility after a formal review.

Overall, less than 50 percent of SCHIP applications were approved for Title XXI
coverage in all but one of the five states that submitted comparable data. Further-
more, with the exception of Colorado, more than one-third of SCHIP applications
were referred to Medicaid in these five states. This latter finding suggests that states
are actively conducting “screen and enroll” under SCHIP. It also supports the claim
often made by state officials that SCHIP outreach and eligibility simplification may be
contributing to significant gains in Medicaid case finding. Unfortunately, however,
states were inconsistent in their ability to precisely measure whether children referred
to Medicaid were ever enrolled in that program. For example

« In Michigan, Missouri, and North Carolina, where the entities responsible for
reviewing SCHIP applications are also responsible for Medicaid eligibility determ-
inations, state officials told us that referrals to Medicaid could, essentially, be
considered approvals for Medicaid.

« In Alabama, California, and Colorado, however, separate programs reported that
no feedback loop existed between the SCHIP and Medicaid eligibility systems
and, therefore, officials had no idea of what the outcomes were of their referrals to
Title XIX.

« In California, the joint Healthy Families/Medi-Cal for Children application
includes a “check box” in which families can indicate if they do not want their
SCHIP application reviewed by Medicaid. In May 2000, nearly 3,500 children—
or roughly 20 percent of those who would have been referred to Medicaid—were
not actually forwarded to the Title XIX program because parents checked this box.
State officials reported that this finding reflects the stigma that many families asso-
ciate with Medi-Cal, either due to prior negative experiences with the application
process or due to fear of “public charge” among Hispanic families who believe that
enrolling in Medi-Cal may affect their ability to achieve citizenship for themselves
or their families.
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Reasons for Denial at Application

Applicants that are denied eligibility for SCHIP and Medicaid can be classified into
two large groups—those that did not meet the program’s eligibility criteria, and those
who did not complete the application process or failed to provide all of the informa-
tion needed to determine eligibility. (For the latter group, “failure to comply with
procedures” is the common bureaucratic terminology used to describe this outcome.)
In a perfectly working system, all denials of eligibility should arguably occur because
applicants do not meet eligibility criteria. However, high rates of application denials
for “failure to comply with procedures” are reflective of a potentially problematic
enrollment process, one that is difficult for families to comply with and complete. To
reduce the number of denials for “failure to comply with procedures,” state officials
have often looked for ways to simplify and streamline application procedures.

It is within this context that the results in table 3 can be observed. Once again,
three of the eight study states are kept separate in the analysis because their data were
incomparable with the other five. Furthermore, two of the five states that reported
comparable data on initial application outcomes could not report on the reasons chil-
dren were denied eligibility. Thus, table 3’s results focus on just three states—
California, Colorado, and Michigan. As displayed in table 3:

« Fairly low proportions of all applications appear to be denied SCHIP eligibility
because children failed to meet the program’s eligibility criteria. Rates of denial
for this reason ranged from a high of 15 percent in Michigan to 3 percent in
California.

« Significantly higher proportions of applications were denied because families failed
to comply with procedures. On this measure, between 12 and 20 percent of all
applications in California, Colorado, and Michigan were denied because families
failed to complete the process.

Table 3. Reasons for Denial of SCHIP Eligibility at Initial Application, May 2000

Total percent Percent denied for failure Percent denied for failure
Number processed denied to meet eligibility criteria to comply with procedures
California 44,978 15 3 12
Colorado 3,922 32 12 20
Michigan 3,237 27 15 12
Alabama 1,937 212 — —
Florida 17,352 202 — —
Missouri 14,365 18 1
North Carolina 9,274b 12
New York 153,661¢ 29 21

Source: Data collected for this report.

— = data not available or not collected

a. Data on reasons for denial at application were not available.

b. Number of applications processed. Each application may contain more than one child.
= C. Data provided are for first quarter, 2000.
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Once again, it is difficult to explain these differences by observing the differences
in the states’ enrollment policies and processes. For example, on paper California’s
and Michigan’s approaches appear almost identical—both have a joint SCHIP /Med-
icaid application; both permit application submission by mail and all applications are
sent to an entity that is distinct from the states’ social services department; and both
require verification of income, but little else. Yet the outcomes of their processes are
quite different.

Ironically, it is again easier to explain the findings of the states separated out from
our analysis, likely because their policies and systems lead to incomparable and some-
what misleading results. For example, New York’s relatively high rate of denials for
procedural reasons may be because of the state’s presumptive eligibility policy, lead-
ing to large numbers of families that are ultimately denied because they do not com-
plete the formal application process.

We next explore the reasons for SCHIP application denials in more detail, divid-
ing the discussion between denials for failure to meet eligibility criteria and denials for
failure to comply with procedures.

Failure to Meet Eligibility Criteria

Children can be denied eligibility for not meeting any of a number of specific eligi-
bility criteria established by the state in which they are applying. Our analysis found
that, among children denied eligibility for not meeting these criteria, there was con-
siderable variation in the specific reasons that children were declared ineligible. As
illustrated in table 4,

Table 4. SCHIP Application Denials for Failure to Meet Eligibility Criteria, by Reason,
May 2000

Reason for denial (percent)

Percent denied Dropped
due to Over insurance
Number eligibility Excess age Had too

State processed criteria income limit insurance recently Immigrant Withdrew Other
California 44,978 3 1 0 — — 0 — 2@
Colorado 3,922 12 10 1 1 — —_ 0 —
Michigan 3,237 15 6 0 1 0 0 — 72
Alabama 1,937 — — — — — — — —
Florida 17,352 — — — — — — — —
Missouri 14,365 11 3 0 1 0 — — 6>
North Carolina 9,274 7 3 0 0 0 —_ 1¢
New York 153,661 8 0 1 4 — — — 2

Source: Data collected for this report.

— = data not available or not collected

0 = less than one percent

a. In California and Michigan, “other” represents applicants who already were enrolled in Medicaid

b. In Missouri, “other” represents various reasons for denial, including “moved,” “no child in household,” etc.

¢. In North Carolina, “other” primarily represents children who moved out of the state. -I
L

THE URBAN
INSTITUTE

GETTING IN, NOT GETTING IN, AND WHY: UNDERSTANDING SCHIP ENROLLMENT 13



~——
—

« In California and Michigan, the largest proportions of children not meeting
SCHIP program eligibility criteria were denied coverage because they already
possessed Medicaid, accounting for 2 percent and 7 percent, respectively, of all
application outcomes. In both these states, living in families that possessed excess
income was the second leading reason for denial.

« In Colorado, however, the largest proportion of children denied coverage for not
meeting SCHIP eligibility criteria lived in families with income above the state’s
upper income threshold; this denial reason accounted for over three-quarters of all
denials in this category and 10 percent of all application outcomes. Being over the
SCHIP program’s upper age limit and already possessing private insurance
explained much smaller proportions of this state’s criteria-related denials.

These dramatic state-to-state variations defy easy explanation. In California and
Michigan, the fact that many children were denied because they already possessed
Medicaid could be viewed as a marker of some families’ dissatisfaction with Medicaid
coverage and desire to obtain alternative coverage under SCHIP. In Colorado, higher
rates of denials for possessing excess income might reflect the state’s relatively lower
income eligibility threshold of 185 percent of FPL.

Failure to Comply with Procedures

Children can also be denied SCHIP eligibility if their parents fail to successtully com-
plete the application process. Such “procedural denials” can take many forms but,
according to the data submitted for this study, they typically represent families that
submitted incomplete applications (i.e., families failed to submit all of the documen-
tation required to verify their family income, composition, residency, or citizenship).
Specifically, as detailed in table 5:

Table 5. SCHIP Application Denials for Failure to Comply with Procedures, by Reason,
May 2000

Reason for denial (percent)

Number Percent denied Missing verification/  Failed to pay premium/
State processed due to procedures incomplete enroliment fee Other
California 44,978 12 11 —
Colorado 3,922 20 20 — 0
Michigan 3,237 12 1 —
Alabama 1,937 — — — —
Florida 17,352 — — — —
Missouri 14,365 6 6 — —
North Carolina 9,274 5 1 3 0
New York 153,661 21 152

Source: Data collected for this report.

— = data not available or not collected

0 = less than one percent

a. In New York, this proportion represents children who were granted presumptive eligibility, but who failed to
complete enrollment for formal SCHIP eligibility.
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« In the three states with comparable data, the submission of an incomplete applica-
tion, or an application that was missing some or all of the verification required by
the state, accounted for the vast majority of all denials for “failure to comply with
procedures.” In California, Colorado, and Michigan, this type of denial accounted
for 11, 20, and 11 percent, respectively, of all application outcomes, and for
between 89 and 99 percent of all denials for “failure to comply with procedures.”
While two of the states could identify specific types of missing documentation (e.g.,
California could report on families that were missing insurance verification and
Colorado could report on families missing residency verification), the majority of
cases in all three states were simply coded in a single unspecified code for “incom-
plete applications” or “missing documentation.”

« In none of these three states were any procedural denials due to families’ failure to
submit premiums or enrollment fees. As all three states impose premiums on
enrolled families in certain income ranges, this finding may reflect the fact that they
either do not require the premiums as a condition for establishing eligibility, or that
they permit families a grace period in which to submit their first payment.

o Interestingly, in two of the three states separated for this analysis—North Carolina
and New York—some portion of children were denied eligibility for failure to pay
premiums or enrollment fees. This finding suggests that a policy that requires sub-
mission of initial premiums in order to establish eligibility may result in increases in
denials of eligibility.

o In New York, the compliance-related denials reported as “other”—4 percent of all
application outcomes—were for families whose children were granted presumptive
eligibility, but who failed to follow through and complete the formal application
process.

Conclusions and Implications for Future Policy

This study documented the SCHIP application processes used in a sample of states,
and also collected and analyzed state administrative data on the outcomes of those
processes. By combining the study’s qualitative and quantitative findings, we hoped
to make informed observations regarding how various policies and program strategies
appeared to affect actual rates of enrollment under SCHIP, as well as gain insights
into the reasons children are denied eligibility and how various policies may be influ-
encing these outcomes. Furthermore, we hoped to learn more about the data systems
states use to report on SCHIP application outcomes and identify the strengths and
limitations of those systems.

With this study now complete, we can conclude that we achieved many, but not

all, of these goals. Through telephone interviews with states, we were able to learn a

great deal about the procedures states follow in accepting and reviewing SCHIP appli-

cations. We were also able to collect much useful data from the states; while this effort

was challenging, it did permit us to learn about the strengths and weaknesses of
SCHIP eligibility data systems, and the variability in these systems from state to state. Iil
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In most instances, however, we were not able to draw clear links between the enroll-
ment and redetermination policies states use, and the effects these policies have on
outcomes. In the small sample of states we worked with, states’ policies and
approaches to enrollment were often more similar than dissimilar. As such, it was
often difficult to interpret the findings in any given state and hypothesize whether dif-
ferences between the states were because of particular policies they had adopted.

Presented below is a summary of the major findings of the study and a discussion
of the implications of these findings for future policy and program design.

« States have implemented many similar strategies for simplifying the SCHIP
enrollment process, but simplifying Medicaid policies and procedures is less
extensive. In line with the national trend, the states we studied have all made sim-
plification of the SCHIP enrollment process a high priority. As such, each has
adopted many of the same strategies generally accepted as helpful in achieving this
goal. For example, all of our study states use a joint SCHIP /Medicaid application,
all permit these applications to be submitted by mail, all have dropped assets tests
from eligibility criteria, and five of our eight study states have adopted 12 months
of continuous eligibility for children enrolled in SCHIP. Two states have gone so
far as to allow families to self declare their incomes.

However, while Medicaid enrollment processes for children have also been
greatly simplified in recent years, they had not been reformed to the same extent as
SCHIP processes at the time our study was conducted. For example, among our eight
study states, two required face-to-face interviews for children enrolling in Medicaid
(whereas SCHIP enrollment can be completed entirely by mail), two retained assets
tests as part of their eligibility criteria, only four had adopted 12 months of continu-
ous coverage for Medicaid, and only one permitted families to self-declare income.

« Inconsistencies between SCHIP and Medicaid eligibility rules and require-
ments make the process more difficult and confusing for families. Our study
identified several cases where states” SCHIP and Medicaid application rules and
procedures were inconsistent with one another. State officials admitted that these
inconsistencies may pose enrollment barriers for families referred from SCHIP to
Medicaid. Furthermore, they noted that rule inconsistencies made the federally
required “screen and enroll” process, as well as children’s transitions between
SCHIP and Medicaid coverage, more challenging.

« In most states, less than 50 percent of applicants were approved for SCHIP
eligibility; however, a large proportion of children appeared to be Medicaid-
eligible and were referred to that program. This study found that approval rates
for SCHIP coverage using joint SCHIP /Medicaid applications were less than
50 percent in four out of the five states submitting comparable data. In these same
four states, roughly 40 percent of SCHIP applications were being referred to Med-
icaid. This finding speaks to the critical importance of the Title XXI program’s
“screen and enroll” requirement, which aims to ensure that children are enrolled
into the program for which they are eligible and that enhanced federal matching
dollars are targeted to their intended population. Indeed, this finding also suggests
that these states are aggressively and eftectively conducting “screen and enroll,” a
finding consistent with that recently published by the Inspector General’s Office
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(USOIG 2001). In addition, this finding reinforces anecdotal reports suggesting
that SCHIP outreach and enrollment efforts may be fueling increased Medicaid
case finding.

From another perspective, however, this finding speaks to the need for states
to take concerted steps to ensure that appropriate referrals to Medicaid translate
into approvals for Medicaid. Unfortunately, in only three of the eight SCHIP pro-
grams we studied did SCHIP officials report that their SCHIP and Medicaid data
systems were integrated and that they had access to information on the outcomes
of their referrals to Medicaid; the other five states’ eligibility systems were not
linked. To the extent that eligibility rules, policies, and procedures in place for
Medicaid are inconsistent with those of SCHIP, the ability to convert referrals into
approvals may be seriously undermined. In addition, to the extent that any con-
sumer-based stigma surrounds a state’s Medicaid program, the ability to enroll
large proportions of these referred children into Medicaid may also be weakened.
Anecdotal evidence and limited earlier research suggest that in some states families
with Medicaid-eligible children are often reluctant to apply for that program
because of previous negative experiences either with the Medicaid eligibility process
or with the Medicaid providers from whom they sought care, or because of fears
that Medicaid enrollment constitutes a “public charge” and hurts their ability to
achieve citizenship for their children (Hill 2000; Stuber et al. 2000).

Large proportions of SCHIP applications are denied for procedural reasons;
this may be the unexpected down side of simplified application processes. As
described here and in other research, states have placed a high priority on simplify-
ing their SCHIP and Medicaid application processes to facilitate families’ enroll-
ment of their children into coverage. Principal among these strategies has been to
permit families to submit their applications by mail, thereby forgoing the need for
a face-to-face interview with a social services eligibility worker. However, the results
of this study, and our in-depth conversations with state officials, suggest that this
particular simplification strategy may be fueling the unwelcome consequence of
higher rates of application denials for “failure to comply with procedures,” gener-
ally, and incomplete applications, specifically.

As reported in the previous section, between one-half and three-quarters of all
eligibility denials in the three states submitting comparable data were among fami-
lies that failed to successfully complete the SCHIP application process. Nearly all of
these denials were specifically due to families submitting incomplete applications, or
applications that omitted required documentation and verification. As most states
have substantially reduced their verification requirements under SCHIP and Med-
icaid and now typically only require that families submit documentation of income,
missing income verification appears to be the leading culprit in these denials.

State officials speculated that these high rates of “incompletes” were likely a
direct side effect of a mail-based application process, which, by its nature, intro-
duces the potential for confusion and /or mistakes by families. Ironically, these offi-
cials noted that one advantage of the previous face-to-face intake process was that
cligibility workers could directly discuss with parents the various items that needed
to be submitted along with the application. Yet state officials generally agreed this
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trade-oft was worth it. In other words, they believed that mail-in application
processes are more acceptable to families than those requiring face-to-face inter-
views, and likely generate a significantly higher volume of applications.

Yet there was less agreement among officials on how to address the problem of
incomplete applications. Some believed that the answer lay in further refinement
and clarification of application forms—that is, working to improve their user-
friendliness and making instructions about the submission of supporting materials
more explicit. However, other state officials believed that the best solution is to fur-
ther reduce, or even eliminate, all verification requirements. Indeed, the experience
in Michigan illustrates the potential benefits of this approach. In May 2000, the
state saw 45 percent of its applications denied because of procedural reasons, and
all of these were reportedly because of missing income verification. However, in
September of that year, Michigan implemented a new policy that permits families
to “self-declare” their income.® That month, Michigan saw its rate of denials due
to incomplete applications drop to 12 percent, and officials report that this rate has
dropped even further since.

Therefore, states may want to consider available alternatives for reducing the
number of children that are denied coverage for procedural reasons and, more specif-
ically, incomplete submissions. Ideally, the case of Michigan argues that if states’
computer systems are sophisticated enough to allow for cross-checking and verifica-
tion of applicants self-declared income within acceptable quality control parameters,
then the elimination of all verification requirements may be a good alternative.

SCHIP programs are asking families about existing health insurance cover-
age as part of the application process, and are denying coverage to those who
possess it. However, it appears that quite small proportions of applicants are
already insured. The Title XXI statute prohibits states from enrolling children in
SCHIP who already possess other forms of creditable insurance. To comply with
this requirement, each state in our study includes questions on its joint applications
about whether applying children have existing coverage. Most states’ data systems,
in turn, capture and report those applicants who are denied coverage because they
are already insured. It is perhaps encouraging to note that, in most states in this
study, small proportions of all applicants appear to already have insurance—in four
of the six states that could report data on this indicator, less than 5 percent of ap-
plicants reported existing coverage. While it is impossible to draw any firm
conclusions from these limited data on the extent to which SCHIP holds the
potential for crowding out private insurance, the data suggest that it will be impor-
tant for policymakers to continue to monitor the dynamic relationships between
public and private coverage.

State SCHIP and Medicaid data systems are highly variable in their capacity
to report outcome data. Perhaps one of the most important conclusions to be
drawn from this study is that state administrative data systems cannot precisely
report on the outcomes of the eligibility processes. While we found this to be true
of both SCHIP and Medicaid systems, Medicaid systems in particular, due to their
age and complexity, were reported as largely incapable of producing the outcome

—_— measures of interest. At one extreme, a number of states that we initially
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approached for participation in the effort—including Indiana, Mississippi, and
Pennsylvania, among others—ultimately could not participate because their data
systems were unable to report the data we sought. (Most often, this was because
data were collected and compiled at the county level and aggregation at the state
level was difficult or impossible.) However, even among those states that could
provide data, the codes, definitions, and classifications of various data elements
were very inconsistent across states, which made aggregation of data and cross-state
comparisons very difficult, if not impossible.

If states are to be able to make informed improvements in their eligibility poli-
cies and application systems, then they will need to make investments to improve
their administrative data systems. At the national level, policymakers should con-
sider whether developing standardized approaches for collecting, compiling, and
reporting SCHIP and Medicaid application outcomes data might be beneficial.
Perhaps state administrators, working with their federal counterparts, could discuss
alternatives for optimal data collection and reporting of data through various
national forums in place for SCHIP and Medicaid research and policy analysis.

This study provides a detailed look into the policies and procedures states use to
determine SCHIP and Medicaid eligibility for children, as well as the outcomes of
these processes as reflected by state administrative data. It is hoped that the insights
gained here can help inform future, more in-depth evaluation efforts, as well as con-
tribute to the dynamic and evolving efforts at the federal and state level to improve
the effectiveness of SCHIP programs.
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. The Urban Institute SCHIP evaluation is primarily funded by the Robert Wood Johnson Foundation and

the David and Lucile Packard Foundation.

Or, if available, the number of children for whom applications were submitted, approved, denied,
withdrawn, or referred to Title XIX.

In 2001, the enrollment function for ALLKids was transferred to the Department of Health.

In 2001, New York rolled out its new Facilitated Enrollment initiative whereby a broader range of
community-based organizations, including managed care organizations, were authorized to conduct
SCHIP eligibility determinations.

Of the 32 states that have separate SCHIP programs, 27 use joint applications; 28 of 32 separate child
health programs and 38 of 51 Medicaid programs allow self-declaration for residency; 31 of 32 separate
child health programs and 41 of 51 Medicaid programs have climinated the assets test; 18 separate SCHIP
programs and 14 Medicaid programs offer 12 months of continuous eligibility; and only five SCHIP
programs and seven Medicaid programs have presumptive eligibility (Cohen Ross and Cox 2000).

Nationally, an even smaller proportion of SCHIP and Medicaid programs waive income documentation
(8 and 7 states, respectively) (Rosenbach et al. 2001).

These three states are Missouri, North Carolina, and New York. Missouri and North Carolina submitted
data on the entire pool of applications submitted to both SCHIP and Medicaid (as opposed to SCHIP
only). For both states, joint SCHIP /Medicaid applications are submitted to and processed by county social
services offices who conduct eligibility reviews for both programs. In both states the data system also
combines and reports outcomes for both programs. New York was separated from the main analysis because
the state could not report “referrals to Medicaid,” most likely because SCHIP eligibility determination was,
in May 2000, the responsibility of participating health plans, which were permitted to enroll children into
Title XXI who appeared Medicaid-eligible on a presumptive basis and then refer them to the state for Title
XIX review. In addition, the category of “approved” applications includes those children who were granted
presumptive eligibility, and does not reflect whether these children followed through and received full
program eligibility.

For quality control purposes, Michigan now relies on computer matching to verify families’ reported
income, and routinely runs applicant income information against files in the state’s Department of Labor.
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Appendix A
Limitations of State Data
and Data Systems

Through the data collection process of this study, we identified the following limita-
tions of state data systems:

o Unavailability of Medicaid data. While we set out to collect both Title XXI and
Title XIX data, most states could only provide Title XXI SCHIP data; and only one
separate SCHIP program was able to provide us with Medicaid data. Title XIX
programs were largely unable to produce detailed information on application out-
comes, at least at the state level. State officials most often reported that this was
because of the age and design of Medicaid eligibility systems, which often carry out
multiple functions for states—TANF, food stamps, and medical programs—and do
not collect detailed medical application outcomes data. Thus, our findings only
present information from separate components of combination programs. In
Missouri, data on applications include cases for all Medicaid and SCHIP applicants.

o Unavailability of SCHIP data from 1999. While we had hoped to measure
states’ progress by observing data from both May 1999 and May 2000, most states
were not able to provide point-in-time data for the earlier period given the new-
ness of programs and systems. Thus, longitudinal comparisons were not possible.

« Incomparable data across states. Only five of the eight states were able to pro-
vide comparable data on application outcomes. Owing to state variations in the way
data are collected and reported, three states had to be analyzed separately (Mis-
souri, North Carolina, New York).

o Insufficient detail in reporting categories. Some states could not report data on
the specific reasons children are denied eligibility. Others could report data
on reasons related to children’s failure to meet eligibility criteria, but could not
report data on procedural denials of eligibility.

In addition to these gaps in information, the available state data were often
reported inconsistently by states, with considerable variation in the definition, classi-
fication, collection, and organization of outcome measures. As a result, cross-state
comparisons were difficult to make. (Specific cross-state inconsistencies are explained
in the “SCHIP Application Outcomes” section, as well as in the detailed notes
accompanying tables 2 through 5.)

Despite these challenges, we were able to collect useable data; follow-up inter-

views with state officials helped us to better understand the nuances of the data states

had provided. These interviews were conducted in January/February 2001. Specifi-
cally, state officials helped us decide how to group various denial codes into broader Iil
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categories for analysis, understand the limitations of states’ systems in producing the
outcome measures of interest, and interpret the data. Some important issues we
learned are summarized below.

o Number of applications versus number of children. We learned that while all
eight states collected data on the number of application forms that were
accepted /denied /referred, only three provided us with data on the actual number
of children on these applications that were accepted,/denied /referred. Through
follow-up conversations, we found that states had different multipliers that could
be applied to their application tallies to estimate the number of children that have
applied (e.g., Alabama estimates that SCHIP applications account for 1.05 children
per application, while Missouri’s program has seen 1.96 children per application).
Therefore, in our analysis, we report a mix of counts of applications and children.

o Number of applications/children submitted versus number processed. We
had initially requested data on the number of applications submitted in May 1999
and May 2000. However, we learned that the appropriate denominator for a
monthly approval rate should be the number of applications that are processed each
month, rather than submitted, because normal processing lags cause large numbers
of applications to be pending by each month’s end. Many applications that are sub-
mitted in the later part of a month are not processed until the next month.

« Important policy context for interpreting the data. Developing a clear under-
standing of each state’s policy context was critical for our accurate interpretation of
some of the more unusual outcomes. For example, knowing that New York
adopted presumptive eligibility helped us understand why the state reported an
unusually high rate of initial application approvals.
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