
s the 1990s saw the nation’s welfare phi-
losophy change—from providing cash
assistance to low-income families with
children as an entitlement, to moving

welfare recipients into the workforce—a major
intent among policymakers was to ensure that
individuals leaving welfare would not lose Medi-
caid health coverage as well. Yet Medicaid case-
loads are declining, though not as rapidly as
welfare caseloads (figure 1).1 Are some welfare
leavers being unintentionally and inappropriately
dropped from the Medicaid program, as many
observers fear? Analysis of the 1997 National
Survey of America’s Families
(NSAF) suggests this may be
true.2

Federal law guarantees  to
those who leave welfare
because their earnings
increased at least 6 months
and up to 12 months of
Medicaid coverage. State pro-
visions allow even longer
Medicaid eligibility for many.
Yet according to the NSAF,
only slightly over half the
women who leave welfare are still on Medicaid or
other state health insurance in the first six months
after leaving, and one-third have no health insur-
ance at all. By the time they have been off welfare
for a year or more, less than one-quarter of these
women are receiving Medicaid benefits and about
one-half are without health insurance.

Not surprisingly, children do somewhat better,
because they are more likely to be eligible for
Medicaid coverage than their mothers. Of the chil-
dren whose families leave welfare, almost three-
quarters are still on Medicaid and only one-fifth
lack health insurance six months later. Of the chil-

dren whose families have been off welfare for a
year or more, however, less than half have Medi-
caid coverage and almost one-third are uninsured.

Medicaid Coverage for Welfare
Leavers

Two federal laws are intended specifically to
enable welfare leavers and their children to retain
their Medicaid eligibility. The first, the 1988 Family
Support Act, requires states to provide Transitional
Medicaid Assistance (TMA) to families that leave
welfare because of increased earnings. Families that
leave welfare are eligible for TMA for six months

regardless of income and for
another six months unless their
household incomes (after disre-
gards for child care expenses)
exceed 185 percent of the feder-
al poverty level (FPL).3 Most
former welfare recipients have
household incomes below this
level even if they have full-time
jobs.4

The second direct federal
pathway to continued Medicaid
eligibility came with the

delinkng of Medicaid and cash assistance under the
Personal Responsibility and Work Opportunity
Reconcilation Act of 1996 (PRWORA). This is the
same act that replaced Aid to Families with
Dependent Children (AFDC) with Temporary
Assistance for Needy Families (TANF). Every state is
now required to provide Medicaid coverage to all
families that meet the income and family structure
guidelines that governed its AFDC program on July
16, 1996, whether or not those families are now
receiving cash welfare payments. 

Several income-conditioned avenues to Medi-
caid coverage are also available to welfare leavers.
Under the federal Supplemental Security Income
(SSI) program, for example, low-income adults and
children with qualifying disabilities can obtain
Medicaid eligibility. In addition, many states allow
both adults and children who meet the requirements
of the Medically Needy program of that state to 

THE URBAN
INSTITUTE

Series B, No. B-13, March 2000

WELFARE LEAVERS, MEDICAID

COVERAGE, AND PRIVATE HEALTH

INSURANCE

Bowen Garrett and John Holahan

N
E

W
 F

E
D

E
R

A
LI

S
M

Na
tio

na
l S

ur
ve

y 
of

 A
m

er
ica

n 
Fa

m
ilie

s
N

E
W

 F
E

D
E

R
A

LI
S

M
N

a
ti

o
n
a
l 

S
u
rv

e
y
 o

f 
A

m
e
ri

ca
’s

 F
a
m

il
ie

s

A product of

Assessing the
New Federalism,
an Urban Institute

Program to Assess

Changing Social 

Policies

A

This brief is drawn from Bowen Garrett and John Holahan.
“Health Insurance Coverage after Welfare.” 19 (1): 175–84.
Copyright 2000, published by Health Affairs.  The People-to-
People Health Foundation, Inc.  Project HOPE.  http//www.
projhope.org/HA.

About half the women
who leave welfare are

not on Medicaid or other
state health insurance in
the first six months after
leaving.  Are they being

dropped unintentionally?



qualify for Medicaid. States also have
significant flexibility to expand cover-
age beyond the minimum limits speci-
fied by PRWORA.5

With respect to children, federal
law requires states to provide Medi-
caid to children under age six with
family incomes below 133 percent of
the FPL and to older children born after
September 30, 1983, with family
incomes below the FPL.6 Most states
have expanded Medicaid coverage for
children beyond these minimum
requirements.

Insurance Coverage of
Former Welfare
Recipients

The NSAF includes 1,004 women
who stopped receiving welfare benefits
at some point between January 1995
and the date on which they were inter-
viewed (sometime between February and
November 1997) and were not receiv-
ing welfare at the time of the interview.7

These are the welfare leavers discussed
in this brief;8 they represent almost 1.4
million welfare leavers nationwide.
Only 36 percent of  them  reported receiv-
ing Medicaid at the time of the inter-
view (table 1).  Another 23 percent had
private/employer health coverage.9 A
small group (4 percent) were covered
under other public health insurance
(e.g., Medicare or CHAMPUS). The
rest—the largest group (41 percent)—
were uninsured.

The sample of children who had 

left welfare is somewhat larger, num-
bering 1,662 and representing about
2.9 million children nationwide. Of
these children, one-half were receiv-
ing Medicaid or other state health
insurance at the time of the interview,
slightly over one-quarter (27 percent)
had private/employer coverage, and
one-quarter were uninsured.10

The terms under which welfare
leavers can retain Medicaid coverage
suggest that such coverage will drop
as time off welfare increases. This
turns out to be the case. Figures 2 and
3 group the women and children who
left welfare into those who have been
off welfare for less than 6 months,
those who have been off between 6
and 11 months, and those who have
been off for a year or more.11

For the women (figure 2), Medi-
caid coverage drops steadily with
time off welfare. Of those off welfare
less than six months, for example,

over half (56 percent) have Medicaid
coverage. By the time they have been
off for a year or more, less than one-
quarter have coverage. Private/
employer coverage increases for these
women after six months off welfare
and then levels off at around 28 per-
cent. The steady reduction in Medi-
caid coverage is matched by a steady
increase in the proportion with no
insurance—from 34 percent of those
who have been off welfare less than
six months to 49 percent of those who
have been off a year or more.

Children, as before, are more
likely to be covered than their moth-
ers, but the pattern of declining cover-
age is similar (figure 3). At less than
six months off welfare, 70 percent of
children are covered by Medicaid. At
a year or more, this proportion has
dropped to 47 percent. The propor-
tions of children covered by private/
employer insurance are virtually the
same as for their mothers. The pro-
portion without any insurance is only
19 percent for children who have been
off welfare for less than six months
but rises to 29 percent for those who
have been off welfare for a year or
more.12

The Link between Health
Coverage, Employment,
and Income for Welfare
Leavers

Of the women who left welfare, 56
percent were working at the time of the
NSAF interview, slightly over half of
whom had family incomes below the
FPL (table 2). These women were
about equally likely to be on Medicaid
or other state health coverage, covered
by private/employer health plans, or
without health insurance. Of the 44 per-
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Source: Urban Institute calculations.
Note: 1998 Medicaid data not yet available.

Table 1
Health Insurance Coverage of Former Welfare Recipients (1997)

Women (%) Children (%)

Medicaid/State 36 50
Private/Employer 23 27
Medicare/CHAMPUSa/Other 4 2
Uninsured 41 25

Source: Urban Institute calculations from the 1997 National Survey of America's Families.
Note: Columns do not add to 100 percent because some individuals had multiple sources of health
insurance coverage.
a.  CHAMPUS is the Civilian Health and Medical Program of the Uniformed Services.



cent without a job (unemployed or out
of the labor force altogether), of whom
almost two-thirds had family incomes
below the FPL, a slightly higher pro-
portion had Medicaid or other state 
coverage. Not surprisingly given their
joblessness, a much smaller proportion
had private/employer coverage (11 per-
cent, in most cases through the spouse),
and one-half (49 percent) had no cover-
age at all. 

Of the children who left welfare,
caretaker employment status has a 
considerable effect on the proportions
covered by private/employer plans
versus Medicaid but little effect on
the proportions with no health insur-
ance. For those whose caretakers have
jobs, for example, 33 percent are cov-
ered by private/employer insurance,
compared with 47 percent by Medi-
caid. For those with nonworking care-
takers, 55 percent are covered by
Medicaid and only 18 percent by
private/employer plans. About one-
quarter of both groups (24 and 28 per-
cent, respectively) are without health
insurance altogether.

Family income also affects
whether welfare leavers have health
insurance and, if so, what kind of cov-
erage they have. Figure 4 provides
dramatic evidence that much smaller
proportions of women who leave wel-
fare are covered by Medicaid than
would be expected, given Medicaid’s
eligibility provisions. For example,
more than half the women who leave

welfare (57 percent) have family
incomes below the FPL. Of these wel-
fare leavers in poverty, only 44 per-
cent have Medicaid coverage. This
low proportion is not because they
have alternative coverage—only 14
percent have private/employer insur-
ance. The rest (43 percent) are unin-
sured. Of those between 100 percent
and 200 percent of the FPL, about the
same proportion is uninsured. The
main coverage difference between the
two groups is that a smaller propor-
tion (27 percent) of the near-poor
group has Medicaid and a higher pro-
portion (29 percent) has employer

coverage. This is to be expected, since
higher family incomes typically
reflect higher wages among this pop-
ulation and higher-wage jobs are
more likely to provide employer
health coverage.  Only 12 percent of
welfare leavers have family incomes
over 200 percent of the FPL.   At these
income levels, the uninsured propor-
tion drops dramatically (from 44 per-
cent to 20 percent) and the proportion
with employer coverage rises to 49
percent. Of women with incomes over
200 percent of the FPL, 25 percent
have Medicaid.  Various earnings dis-
regards, TMA, and state Medicaid
expansions under waivers all likely
contribute to some of the higher-
income women retaining their
Medicaid.13

For children who have left wel-
fare (figure 5), coverage is again high-
er than for their mothers, but the
coverage pattern is generally similar.
As income rises, the proportion of
children covered by Medicaid falls
(from 59 percent of those below the
poverty level to 36 percent of those
over 200 percent of the FPL). The
proportion covered by employer
insurance rises steadily (from 22 per-
cent of those in poverty to 45 percent
of those over 200 percent of the FPL).
The main difference between the chil-
dren and their mothers is the relation-
ship between income and lack of
health insurance. For children who
leave welfare, the proportion with no 

N
o. B

-13
N

ational Survey of A
m

erica’s F
am

ilies

3

Figure 2
Health Insurance of Former Welfare Recipients,

by Number of Months since Leaving Welfare (Women) (1997)

Source: Urban Institute calculations from the 1997 National Survey of America’s Families.
Notes: Fourteen percent of women were missing information on months since leaving welfare.  Significance
tests are in comparison with those who left welfare less than six months ago.  Rows do not add to 100 per-
cent because some persons had multiple sources of coverage.  Not  included are Medicare/CHAMPUS/other
because very few former welfare recipients received these forms of public health insurance coverage.
* p < .10   ** p < .05   ***p < .01
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Figure 3
Health Insurance of Former Welfare Recipients,

by Number of Months since Leaving Welfare (Children) (1997)

Source: Urban Institute calculations from the 1997 National Survey of America’s Families.
Notes: Seventeen percent of women were missing information on months since leaving welfare.  Significance
tests are in comparison with those who left welfare less than six months ago.  Rows do not add to 100 percent
because some persons had multiple sources of coverage.  Not included are Medicare/CHAMPUS/other
because very few former welfare recipients received these forms of public health insurance coverage.
* p < .10   ** p < .05   *** p < .01
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health insurance actually increases as
family income rises from 100 percent
or less of the FPL to the 100–200 per-
cent bracket.  For those above 200
percent of the FPL, however, the pro-
portion uninsured is cut in half, drop-
ping to 16 percent.

Why Are Eligible Families
Not Covered and Is the
Problem Likely to Get
Better or Worse?

Despite several ways of maintain-
ing Medicaid eligibility, particularly for
the first year after leaving welfare, large
proportions of both women and chil-
dren who leave welfare lack health
insurance of any kind. Even women
who follow the welfare-to-work objec-
tive and are employed after welfare
have about equal chances of being on
Medicaid, privately insured, or unin-
sured. Their children are more likely to
be covered by Medicaid than by
employer insurance; the children’s
chances of being uninsured are about 25
percent.

Why do so many individuals who
are already known to the welfare sys-
tem, most of whom are poor or near
poor, lack the Medicaid coverage for
which they are eligible?  Several rea-
sons are commonly cited for the over-
all low take-up rates for Medicaid,
some combination of which is proba-
bly operating here as well. 

First, at the same time that
PRWORA preserved Medicaid eligi-
bility for welfare leavers, it also 
made Medicaid eligibility rules much 

more complex. This situation makes it
more difficult to understand who is
eligible—not only for the former wel-
fare recipients themselves but also for
their welfare caseworkers, who are
probably their main source of infor-
mation on Medicaid. Second, state 
administrative requirements for Medi-
caid coverage (such as the completion
of complicated application forms and
in-person interviews during working
hours) place difficult burdens on
newly working parents. Third, for for-
mer welfare recipients who originally
acquired Medicaid coverage as part of
the application process for cash assis-
tance, having to apply individually for
Medicaid may simply be too difficult.
Finally, a certain stigma may be
attached to Medicaid receipt that

could deter some former welfare recipi-
ents from reapplying.

Will the Medicaid coverage prob-
lem for welfare leavers get better or
worse in the coming years? The
answer is not clear. On the one hand,
the system has become increasingly
difficult for both caseworkers and
families to navigate. On the other
hand, states have wide latitude in
keeping their needy residents on
Medicaid. If they respond to the pub-
licity surrounding the Medicaid
coverage issue by streamlining
administrative procedures for estab-
lishing eligibility and improving out-
reach, coverage rates could improve.
In addition, some states are beginning
to take advantage of the PRWORA
provisions giving states flexibility to
expand Medicaid coverage to children
and their parents. The next wave of
the National Survey of America’s
Families will shed light on this crucial
issue.

Notes
1. See Department of Health and

Human Services (1999) and Ku and Bruen
(1999).

2.  The first wave of the NSAF col-
lected economic, health, and social infor-
mation on 44,000 households between
February and November 1997. The survey
oversamples households with income
under 200 percent of the FPL and house-
holds in each of 13 targeted states. The
NSAF provides information on a nation-
ally representative sample of the civilian,
noninstitutionalized population under age
65 and their families. A second wave of
this survey was fielded in 1999. For more N
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Figure 4
Health Insurance of Former Welfare Recipients,

by Poverty Status (Women) (1997)

Source: Urban Institute calculations from the 1997 National Survey of America’s Families.
Notes: Significance tests are in comparison with 0 to 100 percent of the FPL.  Rows do not add to 100 per-
cent because some persons had multiple sources of coverage.  Not included are Medicare/CHAMPUS/other
because very few former welfare recipients received these forms of public health insurance coverage.
** p < .05   *** p < .01
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Table 2
Health Insurance Coverage of Former Welfare

Recipients, by Employment Status (1997)
Source of Coverage

Former     Medicaid/      Private/
Employment/Status      Recipients (%)  State (%)      Employer (%)   Uninsured (%)

Women
Have a job/working       56 35 33 34
Not in the workforce/

unemployed 44 38 11***            49**

Childrena

Have a job/working            62 47               33 24
Not in the workforce/

unemployed 38 55 18*** 28

Source: Urban Institute calculations from the 1997 National Survey of America's Families.
Notes: Significance  tests are in comparison with "have a job/working." Rows do not add to 100 percent
because some  persons had multiple sources of coverage.  Not included are Medicare/CHAMPUS/other
because very few former welfare recipients received these forms of coverage
a. Caretaker's employment status.
** p < .05    *** p < .01



information and the survey methods and
data reliability, see Dean Brick et al.
(1999).

3. Families are also eligible for TMA
if they lose welfare because their child
support payment receipts have
increased. PRWORA extended the states’
obligation to provide TMA until the year
2001 (Kaplan 1997).

4.  Loprest (1999).
5.  States have the option of lowering

the income limits on Medicaid eligibility
to the level that applied in May 1988. But
they can also raise the effective limits by
increasing the amounts and types of
income that are disregarded in the income
calculation (Mann 1999; Guyer and Mann
1998).

6.  The phase-in process for children
over age 6 who meet income eligibility or
Medicaid requirements is still ongoing.
All such children through age 15 are now
eligible.

7.  Welfare benefits in this context
include both AFDC and TANF, since
TANF was implemented before the end of
the NSAF interviewing period in some
states.

8.  Some of these women did not
receive welfare themselves but did so on
behalf of their children.

9.  Only 7 percent of the group with
private coverage had private coverage that
was not through employment (either the
woman’s own or her partner’s).

10.  A very small amount of overlap-
ping coverage prevents the proportions
from summing to exactly 100 percent.
For women who left welfare, 2.5 percent
have both Medicaid and private coverage
and 1.7 percent have both Medicaid and
other public coverage. The overlaps 

for their children are 4.3 percent and 0.5
percent, respectively.

11. Other public coverage is omitted-
from this and subsequent exhibits because
the proportions are so small.

12.  Our results are fairly similar to
those in Moffitt and Slade (1997), despite
differences in data source and time period.
We find somewhat higher proportions of
welfare leavers (women and children)
lacking health insurance, suggesting that
lack of health coverage among welfare
leavers may have become a more serious
problem than it was in the early 1990s.

13. Former welfare recipients with
family incomes below 200 percent of the
FPL  are more likely than the general pop-
ulation at the same income levels to be on
Medicaid, less likely to have private insur-
ance, and more likely to be uninsured
(Brennan, Holahan, and Kenney 1999;
Zuckerman and Brennan 1999).
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Figure 5
Health Insurance of Former Welfare Recipients,

by Poverty Status (Children) (1997)

Source: Urban Institute calculations from the 1997 National Survey of America’s Families.
Notes: Significance tests are in comparison with 0 to 100 percent of the FPL.  Rows do not add to 100 per-
cent because some persons had multiple sources of coverage.  Not included are Medicare/CHAMPUS/other
because very few former welfare recipients received these forms of public health insurance coverage.
*** p < .01
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