Policy Matters Ohy

Testimony
House Finance Subcommittee on Health and Human Services

Charging premiums for Medicaid is a harmful policy
Wendy Patton, March 14, 2017

Good morning Chairman Romanchuk, Ranking Member Sykes and members of the Committee.
Thank you for the opportunity to testify today. | speak on behalf of Policy Matters Ohio, a non-
partisan, not-for-profit research organization with a mission of contributing to a more prosperous,
equitable, inclusive and sustainable Ohio.

Nearly a thousand people protested to the Centers for Medicare and Medicaid against the “Healthy
Ohio” waiver proposal submitted by the State of Ohio last year which included, among other things,
premiums on adult Medicaid enrollees. The waiver was rejected by the federal government. In this
year’s budget, the Kasich Administration again proposes to charge premiums to Medicaid enrollees
earning between 100 percent of the federal poverty line — $11,880 a year or $990 a month for a
single adult without children — and the income ceiling of 138 percent of poverty — $16,400 or $1,367
a month for a single adult. The Administration’s premium would be set at 2 percent of total income
and average $20 per month. Table 1 illustrates that in both urban and rural settings, people eligible
for Medicaid live far below the level of self-sufficiency and lack money to pay for premiums.

Table 1

Medicaid-eligible urban and rural Ohioans earn far less than
self-sufficiency standard

Category of expenditure Franklin County | Adams County
Housing $635 S501
Food $249 $225
Child care S0 S0
Transportation $259 5247
Health care $166 $168
Other necessities S$131 S114
Taxes $302 $209
Monthly total $1,742 $1,464
Annual total needed $20,904 $17,568
Maximum monthly for Medicaid eligibility $1,367 $1,367
Maximum annual earnings for Medicaid $16,400 $16,400
Source: Policy Matters Ohio based on the University of Washington, Center for Women’s Welfare, self-sufficiency

standard for Ohio, 2015 at http://selfsufficiencystandard.org/ohio Note: This is a self- sufficiency budget for a single adult.
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For people on very limited incomes — like those on Medicaid — premiums decrease use of health care
services. U.S. Department of Health and Human Services research found that increased costs make it
harder for poor families to access needed health care and maintain coverage. Key findings include:*
o Low-income individuals are especially sensitive to increases in medical costs. Modest co-
payments can reduce access to necessary medical care.
o Medical fees, premiums, and co-payments contribute to the financial burden on poor adults
who need to visit medical providers.
e The problem is even more pronounced for families living in the deepest levels of poverty,
who effectively have no money available to cover out-of-pocket medical expenses, including
co-pays for medical visits.

The Rand Corporation’s Health Insurance Experiment, published in 1982, was a long-term,
experimental study of cost sharing. The study found that providing free health care improved
hypertension, dental health, vision, and selected serious symptoms among the sickest and poorest
patients.?

A 2014 study published in the Journal of Health Economics found that among the poorest Medicaid
enrollees — those earning less than 150 percent of the federal poverty level — a monthly premium of
up to $10 results in fewer months of continuous enrollment for adults and children. These effects are
concentrated in the first few months of coverage: enrollees are 12 to 15 percent more likely to leave
the program within 12 months.?

Here in Ohio, MetroHealth Hospital’s early experiment with Medicaid expansion had similar
findings: The expansion of readily accessible care, without cost, enhanced health.*

Research over many years shows that imposing costs on health care reduces use by poor families or
results in discontinuous use. This is because they have limited income. They chose between gas,
food, rent, and other bills. Health care falls to the bottom of the pile.

Those who would be hurt the most by premiums are low-income workers in Ohio’s huge low-wage
labor market. Families who would be hurt by premiums work in many of Ohio’s largest job
categories. A parent with two children working in seven of Ohio’s ten largest occupations would be
eligible for Medicaid coverage at the median wage level (Table 2).

! Office of the Assistant Secretary for Planning and Evaluation, “Financial Condition and Health Care Burdens of People
in Deep Poverty,” United States Department of Health and Human Services, July 16, 2015

2 Robert H. Brook et.al., “The Health Insurance Experiment: A Classic RAND Study Speaks to the Current Health Care
Reform Debate,” http://www.rand.org/pubs/research_briefs/RB9174.html

3 Laura Dague, “The effect of Medicaid premiums on enrollment: A regression discontinuity approach,” Journal of Health
Economics 37 (2014) 1-12.

# Randall D. Cebul, Thomas E. Love, Douglas Einstadter, Alice S. Petrulis and John R. Corlett, “MetroHealth Care Plus:
Effects Of A Prepared Safety Net On Quality Of Care In A Medicaid Expansion Population,” Health Affairs, July 2015
vol. 34 no. 7 1121-1130 at http://content.healthaffairs.org/content/34/7/1121.abstract
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Table 2
Largest occupations in Ohio, by employment, wage and wage as share of poverty.

As share of poverty

Occupation Employment Median annual wage level
Combined Food Preparation and Serving 0
Workers, Including Fast Food* S »18,600 2E)
Retail Salespersons* 162,130 $20,640 103%
Registered Nurses 126,270 $61,280 305%
Cashiers* 118,300 $18,990 95%
Laborers and Freight, Stock, and Material 103,990 $24.370 121%
Movers, hand*
Office Clerks, General 95,280 $28,590 142%
Waiters and Waitresses* 91,640 $18,660 93%
Janitors anq Cleaners, E:cept Maids and 85,300 $22,310 111%
Housekeeping Cleaners
Customer Service Representatives 85,050 $30,510 152%
Stock Clerks and Order Fillers* 80,000 $23,410 117%
Source: Bureau of Labor Statistics, Occupation and Employment Statistics, May 2015, available at
https://www.bls.gov/oes/tables.htm, accessed February 24, 2017. Detailed occupation by largest number
employed. Calculation of median annual income as a share of the poverty rate by author. Median annual income
based on 2080 hours (full-time, year-round). Poverty rate based on 2015 HHS guideline for a family of three,
$20,090. *Seven of the largest occupations pay a median wage that is less than 130 percent of poverty, the
gross monthly income threshold for food assistance.

Some say premiums are necessary because the poorest of Ohio’s people must have some “skin in the
game.” They do. Ohio’s lowest wage earners on average are contributing twice the share of their total
income in state and local taxes as the top 1 percent.

Figure 1, below, shows state and local taxes as a share of income by income quintile. The top
quintile is broken out into three categories: the top 1 percent of earners, the top 5 percent and the
remaining 15 percent in that quintile.

Those at the bottom of the earning scale —workers filling jobs like those in table 2, who would be
affected by the proposed Medicaid premiums — on average paid 11.7 percent of their income in state
and local taxes in 2016. The top one percent paid 6.1 percent of income — about half as large a share
as the poor.
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Figure 1.

Ohio’s state and local tax structure is lightest on the rich, heaviest

on the poor
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at 2012 income levels, including personal income tax rate decreases, preferential treatment of business
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Ohio has had real success in providing health care to more people. This has helped people work and
get back to work. Unemployed participants interviewed for the Administration’s assessment of the
Medicaid expansion overwhelmingly reported that having access to health care made it easier for
them to seek employment. The majority of workers enrolled through the expansion reported that
Medicaid participation made it easier to continue to maintain their jobs. The report found that even in
the short time that has passed since Medicaid expansion, people who gained coverage through it
reported gains in physical and mental health status, as well as an increase in financial security and
health security.

Charging premiums will prevent Ohioans from getting ahead through better health. Facilitating
coverage boosts people, communities and the states. Policies that curtail coverage do the opposite.

Thank you for this opportunity to testify.
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