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DISASTROUS ASSAULT ON MEDICAID 
HIDDEN IN WISCONSIN WELFARE REFORM 

Health Consumer Group Cites Diversion 
of Millions of Federal Health Care Dollars 

To· Non-Health Uses, Shortchanging Children 

"Hidden behind the Wisconsin welfare plan everybody is talking about is a plan to 
weaken Medicaid nobody is talking about,· according to consumer advocate Ron 
Pollack.. · 
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"The Wisconsin plan would do more damage to Medicaid than any other Medicaid plan 
now before Congress," Pollack said. "The Wisconsin plan would even violate the 
Medicaid plan recently introduced at the behest of Republican governor$ generally and 
Wisconsin Governor Thompson in particular." 

Pollack is executive director of Families USA, the national health consumer group. 

·in a report issued in Washington today, Famifies USA turned a spotlight on radical 
Medicaid chaAges in the Wisconsin welfare proposal. These changes include allowing 
the state gavemment to divert nearly $18 million in federal Medicaid funds to non-health 
care services. 

'Tue Wisconsin plan is not crystal clear on what non-health uses they can shift health 
funds to. But the issue isn't what non-health use they come up with. The issue is how 
many kids lose health care," according to Families USA policy director Judy Waxman. 

The Wisconsin plan institutes complicated new red tape in eligibility rules, threatening 
protection especially for working families. But, even eligible families won't be sure of 
getting medical help under the new plan, because all guarantees of protection are 
eliminated for families and children. 

"First they divert $18 million out of health care. Then, they take the guarantee of health 
care protection away and tell families you won't get the care you need rt we run out of 
money. The only real guarantee is that the plan will run out of money, and families will 
be dumped," Pollack said. 
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The Wisconsin plan cuts off health coverage for children between ages 12 and 19 who 
are now protected under federal law. 

"America protects these children because we want them to stay in school, be healthy, 
and grow up to be decent, productive members of the community. The Wisconsin plan 
says that childhood ends at 12 as far as medical care goes," according to Waxman. 

"Even children under five years old will lose coverage if their families are poor, but not 
quite poor enough to meet new, more restrictive standards," Waxman said. 

The Wisconsin plan promises to extend new coverage to families not now proteeted, 
but Waxman says that is a phony promise. 

"For every new family they promise to include, they have a new rule that will cut that 
family off. The promise is made of hot air," according to Waxman. 

The Families USA report does not comment on the non-health portions· of the 
Wisconsin plan. · 

'We're notwelfare experts·, we're health care consumers. Just from tfte stat1dp6int of 
h·ealth care, Wisco'nsin's politicians have a lot of work to do to fix this Medi~id plan. 
They should restore the gua·raritee that families on Medicaid will get care, they should 
put up a fence around Medicaid funds so they don't get rustled by the politicians, arid 
they should restore care for the many thousands of kids who would be injured by this 
ill-conceived plan," Pollack said. 

'What's at stake here isn't bureaucratic mumbo jumbo. It's the health of farm families in 
Grant County and working families in Milwaukee, the health of infants and 
schoolchildren who are the future of Wisconsin," according to Anne Arnesen of the 
Wisconsin Council on Families and Children. 
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THE WISCONSIN WELFARE PROPOSAL'S 
MINEFIELD: A MEDICAID BLOCK GRANT 

T:e State of Wisconsin has 

proposed a radical overhaul of its 

welfare program ·- a move that 

has drawn significant national anention. 

Overlooked in the debate about the Wisconsin 

welfare proposal is a Medicaid minefield: the 

proposed ·wisconsin Works" (W·2} program 

would convert Medicaid into z block grant 

In some key respects, the Wisconsin 

proposal's health coverage is more restrictive 

than the Medicaid legislation recently 

introduced by Congressional leaders that the 

President has pledged to veto - a legislative 

ciroposal (H.R. 3507) introduced at the behest 

of Republican~ governors generally and 

Wisconsin Governor Tommy Thompson in 

particular. As a result of the Wisconsin 

proposal, health coverage for low-income 

people in the State will be put in jeopardy and 

health funds will be diverted to other, non. 

health purposes. 

In order to implement this radical new 

design, the federal government must waive 

the requirements of several federal laws. 

Wisconsin's application tor these waivers is 

now pending at the U.S. Department of Health 

and Human Services (HHS). At least one 

portion of the Wisconsin proposal is beyond 

the scope of a waiver and reQuires a change 

in the federal statute. There are several other 

problems with the Medicaid portion of the W-2 

proposal that HHS and Wisconsin should 

correct before any waiver is granted. 

The W·2 proposal repeals the current 

Medicaid program for famiiies and children 

and replaces it with the Wisconsin Works 

Health Plan. The W-2 Health Plan is a 

significant departure from current federal Jaw. 

Key changes include: 

• The guarantee of health care for all people 

who meet the eligibility criteria is eliminated. 

• Many children and families will lose health 

care coverage. 

• Every individual and family will be required 

to pay _a premium which, for many, will 

be unaffordable. 

• Health services for eligible sick children 

will be curtailed. 

• Federal Medicaid funds will be diverted 

from health ca.re to pay for non-health care 

services. 

GUARANTEED HEALTH COVERAGE 

WILL BE ELIMINATED 
The Wisconsin Works statute states that 

·notwithstanding fulfillment of the eligibility 
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reQuirements for any component of Wisconsin 

Works, an indiVidual is not entitled to services 

or benefits under Wisconsin Works." The 

waiver application request$ that the guarantee 

to health care for eligible individuals found in 

current federal law be eliminated. Thus, the W-

2 Health Plan constitutes the first state waiver 

ever to request elimination of this basic 

principle af guaranteed eoVerage. 

The loss of the guarantee means that 

groups of people included :under the W-2 

Health Plan will only get coverage as Icing as 

funds last The promise df ,coverage is 

conditional arid, therefore, is not a promise at 

all. 

MANY CHiLDUN AND FMULIEs 
WILL LO~E li"iALTH COVERAGE 

Many children and families will lose 

health coverage as a result of the Medicaid­

related changes contemplated by the W-2 

Health Plan. These coverage l0sses Will occur 

for a variety of reasons, including: 

8 Children i 2 Years of Age and Over Win 
Lose Coverage: Un·der existing federal 

law, all children under 19 years of· age, whose 

family incomes fall below the poveny line, will 

be phased 'into guaranteed MediCaid. 

coverage. The Wisconsin propoSa.J will 

eliminate this coverage for children 12 years of 

age or older. 

• New lncom~ ~omputation Rules Will 

Disqualify Health Coverage: Mariy low-income 

families will be rendered ineligible for health 

coverage due to Wisconsin's proposed new 

income computation rules. In determining 

income eligibility for healt~ coverage, 

Wisconsin - 1or the first time - will include the 

value of support derived from such sources as 

the Job Training Partnership Act. educational 

assistance, school lunches, other child 

nutrition programs, older Americans 

assistance, foster c:are and adoption 

assistance, lovi-income home energy 

assistance, disaster relief, and numerous other 

programs. 

• New Assets Test Will DisQuality Health 

Coverage: For the first time, Wisconsin will 

impose an assets teSt in determining health 

coverage eligibility for low-income children. 

This eligibility test will disQualify children and 

families from health coverage ii they have 

assets in excess of $2,500, excluding a 

homestead and 510,000 of market value in 

vehicles. 

• Income 8igibilitY Will Be Reduc·ed for 

Children Through Fave Years of Age: 

Currently, the Wrscorisin Medicaid program 

covers all children through five years 

of age Whose family incomes are up to 1 as 
percent of poverty. The proposed new 

program will reduce that eligibility standard to 

165 percent of poverty. 

Moreover, many families will lose health 

coverage when they lose their eligibility for 

public aS.Sistance under the W-2 jobs program. 

In total, the Wisconsin Legislative Fiscal 

Bureau estimates that 30 percent of the 

families currently receiving Medicaid will lose 

their health care coverage. 

WISCONSIN'S PROMISE OF 
EXTENDED COVERAGE IS HOLLOW 

The Wisconsin proposal asserts that the 

W-2 Health Plan will expand coverage for 

families with incomes up to 165 percent of 

poverty (currently $2, 163.33 a month for a 

family of three). For families with incomes 

below this eligibility standard, health coverage 

will continue even if such families' incomes 
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subseauently increase (such as through wage 

raises) up to 200 percent at poverty. On its 

face, these income standards suggest that 

coverage will be extended to many families 

who currently do not have health coverage. A 

closer examination, however, shows otherwise. 

For most families who might qualify for 

tne W-2. Health Plan as a result of these new 

income standards, other new rules will 

disqualify t:hem. New nJles relating to the 

potential a"ailability of employer health 

coverage, even where S1.JCh coverage is not 

truJy__af1ordable to a working family, will 

undermine the new income eligibility standards 

for health coverage. 

For example, individuals whose 

employers offer health coverage will be 

automatically ineligible for the W-2 Health 

Plan, even if employers reciuire their workers 

to pay up to on~alf ot health insurance 

premiums and even if such premiums· are 

unaffordable for the workers. The unsubsidized 

cost of a family insurance plan comparable to • 

the Wisconsin W-2 health plan is estimated to 

be about $399 per month. resulting in a 50 

percent worker premium of approximately S200 

per month - an amount that is unaffordable for 

many low-wage workers. Such health coverage 

would be especially unaffordable for employer 

health plans that also require workers to pay 

significant deductibles and copayments in 

addition to insurance premiums. 

Similarty, families will be disqualified if 

they had access to employer health coverage 

in. any of the 18 months prior to their 

application for the W-2 Health Plan_ Thus, if 

someone switched jobs within the past i 8 

months - and the old employer did, but the 

new employer did not. offer health coverage -

the worker's family might be ineligible for the 

Families USA 1334 Ci Stroef, NW 

W-2 Health Plan. 

Families will also be disqualified if, after 

they are employed for one year, the employer 

offers totally unsubsidized health coverage. 

The Wisconsin Legislative Fiscal Bureau 

estimates that these employer-related rules will 

disqualify ap_proximately 60 percent of the 

families from the W-2 He'alth Plan. These are 

the families who fall within the income 

eligibility standard and are not part of the W-2 

jobs program. 

LOW-INCOME FAMILIES WILL BE 

RIQUIRED TO PAY UNAFFORDABLE 

PREMIUMS 

Under current federal law, states may not 

charge premiums for low-income Medicaid 

beneficiaries. However, under the W-2 Health 

Plan, every participant will be required to pay 

premiums. Premiums Will e"en be imposed on 

children and pregnant women. 

These new premiums will start at S20 per 

month for families with incomes below 160 

percent of poverty. Once a family's income 

reaches 160 percent of poverty, the premiums 

begin to rise, reaching $143 per month for 

families with incomes at 200 percent of 

poverty. Families who participate in the W-2 

Jobs Program will be required to participate in 

the W-2 Health Plan and will have tf'leir 

premiums automatically deducted from Iheir 

monthly payments_ Most families will be liable 

for substantial child care copayments as well. 

For thousands of program participants, these 

premiums will be unaf'fordable and will force 

them '? forgo other necessities. 

HEALTH SERVICES FOR SICK 
CHILDREN WILL BE CURTAILED 

Under current federal law, young children 

Washington, DC 20005 (2021 828-3030 
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are guarante~d access .to crucial preventive 

services that may be es:sential to their lon!r 

teni1 developmenL These seMees - known as 

• earty periodic sc:teening, diagnosis and 

treatment (EPSDn - wDI be significantly 

altered by the WJSConsin proposal. The State 

Will elimmate children's acceS.s to some home 

health, skilled nursing care and dental 

services as well as over·th~ounter products. 

MEDICAID FUNDS WILL BE 
: DrvERTID MR NON~H·WTH CARE 

' SERVICES 
The Medicaid stattite provides federal 

funding so that states can Otter mediCaJ 

assiSTance to low-income families. Uritil now, 

no state has ever asked. for a: waiver that 

would aJlow f~deral Medicaid dollars tb be 

diVerted for non-health care purposes - a 

reQuest inherent in the Wisconsin proposal. If 

granted, an ominous precedent would be 

esrablished. Granting this Waiver of federal law 

could open the floodgates to requests from 

other states to use Medicaid dollars for other 

purposes, such as the building of roads or 

stadiums. 

The waiVer application states that -vie 

fiscaLunderpinnino. of W-2 is the flexihffity to 

re.allocate funds. It will be necessary to 

allocate AFDC (Aid to FamITTes with Dependent 

Children) and ·MA (Medicaid, also called 

'Medical Assistance) funds to supportive 

services." (emphasis added) Based on 
' 

documents appended to the Wisconsin waiver 

· reQuest. the State appears to be counting on 

$299. 1 million' in federal Medicaid funds for 

the 1997 fiscal year. The revenue and 

expenditure documents included in the waiver 

application indicate that the State Will need 

$281 .4. million in federal funds to pay for the 

t--.!•~. - •• ,. • 

W-2 Health Plan, leaving nearly $18 million in 

federal· Medicaid dollars that would be diverted . 

to non-health care purposes. 

WISCONSIN'S PROPOSAi. 15 

CONSIDERABLY MORE RESTRICTIVE 
THAN THE MEDIWD LEGISLATION 
INTRODUCED RECENTLY BY 

COtiGWSICHW. LEADERS THAT 
PRESIDENT CUNTON PLEDGED TO. 
VETO 

There are three a:Spects. of the W·2 health 

plan which could !!.Pl be implemented even rt 

the Medicaid Block grant legislation pending 

before Congress were passed: 

• W-2 eliminates c0verage for all children 

whose family incom~'s are below the poverty 

line when they furn 12. H.R. 3507 reQuires that 

12 year-old childreh be covered. An 

amendment adopted by the House Commerce 

Committee on June 13 requires all children 

who are under 19. whose incomes are under 

the poverty line, to be phased in for coverage. 

• W-2 charges everyone premiums. H.R. 

3507 prohibits the imposition of premiums on 

children, pregnant women and families who 

are participants in the state's cash assistance 

program. 

• W-2 proposes to soend Medicaid dollars on 

non-health care support seriices. 

H.R. 3507 provides funds for medical 

assistance only. 

A PORTION OF THE W·2 Ml!DICAID 

PROPOSAi. CANNOT BE APPROVED 

ST HHS UNDER ITS CURRENT 
STATUTORY AUTHORITY 

Under current law. me Sec:rerary of HHS 

does not have the authority to allow Wisconsin 

to eliminate or restrict eligibility for certain 



children and preona.nt women. The statute 

clearly asserts that all states, including states 

that operate programs uiider a waiver, must 
continue to cover certain children and 

pregnant women as req~ired by the Medicaid 

law (Section 1902 (I)( 4)(A} of the Social 

Security Act). 

CONCLUSION 
Changes must be made in the W-2 

waiver request before it can be appro,.;ed. The 

guarantee to coverage must be restored. No 

child should lose coverage or benefits. 

Families should not lose ceverage. Premiums 

should be prohibited. Medicrud funds· must be 

spent on medical assistance only. Witl'tout 

these c_hanges, the mast vulnerable Americans 

will be denied care that.is available to .them 

now. 

Families USA 1334 G Str .. t. NW 
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LOSS OF MEDICAID ASSURANCE UNDER H.R. 3S(l7 

The House Republican proposal (H.R. 3507) to reform w~lfare effectively loosens the 
link between wclf ere receipt and eligibility for Medicaid. Under the Medicaid refonn proposal 
many more people will lose their assurance of medical co,·crage. For poor AFDC recipient!i the 
loss of cash assistance and health coverage would be devastating. 

P. 3/5 

1'he House Republican plan keeps as a mandatory group for Medicaid coverage rcclpien~ 
of cash assistance. Yet the details of the proposal would place many recipients at-risk for the 
loss of coverage. The proposal clearly statt:s that 'certain)ow income families' namely 
individuals and members of families who meet current Af'DC eligibility criteria related to 
income and resources would retain Medicaid eligibility. But the proposal goes on to offer states 
two options to r~efine this group: 

l . States with high income and resource criteria under CWTCDt law could lower 
them to the national average; thus in those states cash assistance recipients would 
be denied Medicaid co\'erage. 

2. States could link Medicaid eligibility and eligibility for cash assistanre under a 
newly defined State plan under Part A or E (cash assistance block grant or foster 
care). This pro\•isinn efl'e.ctivcly changes ~e eligibility criteria from cunent law 
to whatever new criteria a state includes i11)the new state plan. Under this option 
st.ates could change nul oaly the definition:, of income and resources but also 
household filing wiit, budgeting and reportin~ periods, and other non-financial 
eligibility criteria. This ~econd option allows states to expand or contract the 
eligible population but any expnnl'ions would not incur any additional federal 
financial participotion. 

Under the House Republican proposals adult AFDC recipients (except poor, pregnant 
women) as well as all children aged 13 and older could lose the guarantee if the State opts to 
either lower Medicaid eligibility criteria to the national average or restrict eli&ibility for its cash 
assistance program. In addition, poor fliffiilies that leave welfare for work or because of 
increwied child support payments will lose tbe guarantee' of transitional Medicaid benefits (the 
An:her welfare markup document may seek to restore th~ transitional benefit). Finally, even if 
\.he Cougre.ss restored the current eligibility rules many .members of families subjected to the 
Federally mandated five ye1u time limit a.swell o.s the optional State imposed shorter time limits 
would lose the Medicaid guarantee. F 

The numbers presented in the attached table indicate the number of adults ar.d children 
who will be eithc1 phiccd at-risk to lose their guarantee of Medicaid or lose that coverage under 
the proposal. These estimates are based upon the current law projections of the ~ize of the AFDC 
caseload and the characteristics ot'the recipients in 1994. 

Draft: aspe/dto June lJ, 1996 
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Jn FY 1997 allmost 44 percent of aJl recipients of AFDC will be placed; -1·ris)r.; on.ly 
children less than 13 years of agt and pregnant. women would be certain of continued elieibility. 
Of the S.9 million at-risk recipients just less than rn•o million are child ~ipients oged 13 and 
over. The remaining 3.9 miHion at-risk recipients are adu~ts. 

i:·. 

The loss of the Transitional Medico.id suarantee w~\dd eliminate the guarantee for 
recipients who leave welfare to work or through incn:ascd;c;hild support payments. Under 
cWTent law those who leave for work (adults and their chil~ren) and have income below the 
poverry line a.re eligible for one year of transitional coverage. 

It is estimated thet almost 2.2 million recipients would leave welfare for work and be in 
their first J 2 months after e>;it in the average month in FY 1997. Of these t. 7 million would be 
eligible for tramition1:1l coverage because their incomes are below the poverty line. Under the 
proposal only the poor ,.hildrcn under l 3 and preanant worncn who be eligible for coverage 
(note: this eligibilh)' has nc•tbing to do with transitioning off welfare·· these are mandatory 
groups under the proposal). Thus in FY J 997 780 thousand former recipients would be 

P. 4/5 

ineliaiblc for covera&e. Of these recipients 25 percent would be poor children aged 13 and over~ 
in 1997 this would mean the foss the Medicaid guarantee for almost 200 thousand children. The 
lot.al t1vcnsge monthly number of losers would be expected~to grow to 830 thousand by the year. · 
2002 .. ln addition, an unknown number ofreciphmts who·lcavc welfare because of increased 
child support would lose the Medicaid tran8itional benefits·. In 1994 the Office of Child Support 
Enforcement reported close tn 300 thousand case closures due to incre.ased child support 
collections. States could, at their option, continue to provide this coverage to those families who 
leave welfare: for work or due tu increased child support under the tenns of the proposal. 

Restoring the link between current AFDC elisibility rules and Medicaid would still leave 
mBny ftunilies who would be subjected to a time Hmit of S years or less, at State optioo, with a 
loss of the Medicaid guarantee. In fiscal yco.r 2002, some 3.2 million recipients could be 
drupped fro111 the AFDC program if all States imposed u 1wo-ycar time limit and provided a full 
20 percent exemption. Of these recipients 1.2 million would be children aged 13 and older. 
'When the full impact of the federa\ly mandated 5 year 1..iniit is felt (a~-swning states fully utiliz.c 
the 20% exemption) eb"ut 1.7 million redpienu, intluding 700,000 children aged 13 and older, 
would lose the guarar.tee to Medh:uid coverage. .. 

Draft: aepe/dto June 11, 1996 
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"C't"hich is the total number of the hospital's patient 

da~-s in that period. 

"fi.\·) P.\TIE:"T q.~Ys.-For purposes of clause 

(iii). the term ·patient da~-· includes eaeh dar · in 

"C't"hich-
"(I) an indi,idual. including a newbom. is 

an inpatient in the hospital. whether or not the 

indh-idual is in a spedalized ~ard 3Jld whether 

or not the indhidua.l remains in the hospital for 

lack of.suitable placement elsewhe~; or 

"{"Il) an in~idual makes one or more out-

~f 
12 

13 

14 

patient ,;sits to the hospital. · . 

"(2) CO~'OI!IO~'S FOR -.G'C'A&..'\"TEES AXD· REUTIO~ 
:; ; 

OF Gl-.ARA..'i'I'EES TO Fl:s'.L'\CI::\G.-The guarantees of 

States required under subsection (a) and (b) of section 

1501 and subse~tion (d) of thiJ·sectiori a.re subj~t to the 
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general eligibility guidelines of States described.· under the o P ~ ~ .. r'1 
~ ,~ ~ b ... , _,...;--

plan under para.graph (lXA) and are subject to. ~he limita- C ~ ' · 

tiOjli. on payment to the States provided under section l 5l l ('~~~tr', ~·.~ 
(~eluding the pro,i.sions of subsection (g), relating to sup-- I...-'~ 1~. L,.;i ~ 
plemental umbrella allotments). In submitting a plan under .,.I . 

., ... this title. a State ''oluntarily agrees to a.ccept payment 

:3 amounts pro\"ided under suc!1:"" section as full payment from 

:.a the Federal Q<:>·,,.ernment in\;retUrn for pro,;ding for the 

:s benefits (including the guaranteed benefit package~ unQ.er . 
26 this title. ~· .ivlt-f'-'/.- l 1 f-'l,_ .. , 
:1 "(3) SECO?\"'DAR\" PA\~XT.-Nothing in this ,section 

:s shall be construed as pre,·enting a State from denying ben-

~9 efits to an indhidual to the e:!l.."tent ruch benefits a.re avail· 

J.O able to the indi,idual under the medicare program under 

~I title ~"""\1I.I or under another public or prr:ate health care 

3~ insurance progt"am. 

B "( 4:) RESIDE~Ci' REQt.?IRE~m~T.-In the ease of an 

34 indnidual who-

35 ''(Al is described in ;section 150l(a)( l), 

May 21. 1996 14:15 c.m.J 
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Parasher Patel 
395-3910 

fr: Ellen Nissenbaum 

re: NEW ANALYSIS OF WISCONSIN WAIVER Bill &c MEDICAID 
COVERAGE 

June 5, 1996 

N0.409 P00l/005 

-.-= 

I • 
' 

In anticipation of the House's consideration tomorrow of the bill approving 
Wisoncon's welfare waiver, we've produced the attached analysis. While the waiver 
could, in the short run, expand health care coveragel it would eliminate the guarantee 
of health care under Medicaid to nondisabled children, pregnant women and poor 
families. In addition, the piece notes that some Medicaid recipients could lose their 
coverage while others would have to pay premiums to retain their benefits. 

Hope this is useful. 

777 Marth capitol 5treef. ME. Suite 705. Washington. DC 20002 Te.I: 202·408· 1080 faX; 202·408· 1056 
Robert Oreenstdn. txecuUve Director ...... 
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CENTER ON BUDGET 
AND POLICY PRIORITIES Cf1l 

/" ~v-l.r<:__ 
Jwnt 5, 1996 

THE WISCONSIN WAIVER SEEKS TO MAKE FUNDAMENTAL CHANGES 
IN THE MEDICAID PROGRAM 

by 
Cindy Mann 

Those aspects of the Wisconsin waiver that would replace AFDC with a work-. 
based system have received a great deal of attention;_ Little attention, however, has 
been paid to those parts of the waiver that would make fundamental changes to the: 
Medicaid program. Yet, the Wisconsin plan seeks a number of unprecedented 
Medicaid waivers, including permission to eliminate the federal and state guarantee to 
Medicaid couerage for all nondisabled children, law-income families and pregnant women. 

TI1ere are several positive aspects of the W-2 health plan that could expand 
health care coverage to persons who are now uninsured. Subject to the limitations . 

I discussed below, the state plans to provide Medicaid coverage to families with children 
whose income is below 165 percent of the federal poverty line. Those who initially 1 

qualify based on the 165 percent of poverty standard would remain eligible for , 
coverage until their income rose above 200 percent of the poverty line. These changes 
would increase the income eligibility limit for many people and eliminate.current rules 
that deny coverage to most parents in low·income, two-parent families. 

The waiver would also, however, make many people who currently have 
Medicaid coverage ineligible for Medicaid and make health care coverage unaffordable 

I 

for others. Among those who could lose coverage under this waiver proposal are ~e 
following groups: · · 

• Children over age 11 in working poor families could be denied Medicaid 
if their parent is offered employer-based coverage even if the employer 
plan is W\affordable. 

• Pregnant women and families, including those with very low income$, 
would be required to pay premiums as a condition of receiving Medkaid. 
When combined with the new W-2 child care copayments, the premi\Uil.s 
could impose heavy burdens on families with very modest earnings. : 

Most important, the Wisconsin waiver would fundamentally alter the basic 
commitment to provide health care coverage to low-income pregnant women and : 
families, including children, by eliminating the federal and state entitlement to 
coverage. No other state ha..~ receiveJi a waiuer to eliminate the KUarantee of coveraKe. 

777 North C.apltol Stnzt. ~.Suite 705. Washington. OC20002 Ta: 202-408-1080 Fa~ 202-408-1056 
P40bat Ora:rtstdn. fxec:uti~ Dlm:t.or 
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Summary of Key Waiver Provisions 

The waiver would end the guarantee of Medicaid coverage 
far all nondisabled children, pregnant wamen, and low-income families. 

Although Wisconsin plans to provide health care coverage under the Medicaid 
program to certain low·income children, families, and pregnant women, it is seeking an 
unprecedented waiver for permission to get out from under any legal obligation to · 
provide such coverage. U the waiver is approved as submitted, the federal and state 
assurance of health care coverage for these groups would end. · 

1£ costs in Wisconsin rose above projected levels, because, for example, the state's 
economy experienced a downturn, Wisconsin could deny coverage to some or all of the 
low-income children, parents and pregnant women who must be covered under · · 
current law. The W-2 waiver would explicitly grant the Wisconsin Department of · 
Health and Family Services authority to restrict coverage for children, families and: . 
pregnant women who are entitled to Medicaid under current law. 

The waiver would deny coverage to older pour children 
whose parents are offert.d insurance through the workplace 

Under the waiver, parents and children over age 11 would lose Medicaid 
coverage immediately if the parent is offered employer-subsidized health insurance, 
and they would lose Medicaid after 12 months of \VOrk if the parent is offered an 
unsubsidized plan. A plan is considered to be subsidized if the employer pays at least 
half the cost of the plan. 

The Wisconsin Legislative Fiscal Bureau estiIDates that the average cost to , 
employees of the premium for an employer-subsidized plan would be $140 per month, 
or $1680 per year. This would amount to 16 percent of gross earnings for people 
working for $5.00 per hour. The cost of an unsubsidized private insurance plan that . 
offers benefits comparable to the Wisconsin W-2 health plan is estimated to be abo\lt · 
$360 per month, well out of reach for most low-wage workers. Despite these costs, 
under the Wisconsin plan, Medicaid coverage would be denied without regard to 
whether the _family could afford to purchase the private insurance. · 

The waiver would depart from current law in several ways. Under current law, 
all children with family income under the poverty line are or will be covered under 
Medicaid in coming years, under a phase-in requirement adopted in 1990 with strong 
bipartisan support. Currently, poor children through age 12 are covered; by the year 
2002 all poor children under 19 will be covered. The waiver, by contrast would deny 

2 
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coverage to poor children over age 11 if their parent:S are offered insurance through the 
workplace. 

In addition, under current law, families with earnings that cause them to los~ 
eligibility for welfare are assured up to 12 months of transitional Medicaid coverage. 
Under the waiver, neither the parent nor any child over age 11 would receive the , . 
benefit of transitional assistance if the parent was offered an employer-subsidized plan. 
And finally, W\der current law, a state can require the parent to enroll in a private plan, 
but Medicaid must pay the premium and other cost-sharing requirements and · 
supplement the benefits available under the plan. Under the Wisconsin waiver, parents 
and older children would be denied Medicaid coverage on the grounds that private 
coverage was available, without these cost-sharing and benefit protections. ' 

Wisconsin thus would depart significantly from current law in ways that would 
cause many older children and some parents to lose Medicaid coverage to which they 
are entitled under current law. Ironically, the children adversely affected by this . 
provision would be the children of parents who are doing exactly what is expected of 
them under W-2 - parents who are working but nonetheless have incomes too low to 
afford private coverage. · 

Other features of the Wisconsin waiver 

The W-2 health plan creates winners and losers. As noted, the people who could 
gain eligibility under the plan are primarily parents and children who become eligiJble 
for coverage under the new income limits and who are not disqualified on the basis of 
the employer-based insurance rules discussed above. Various other groups of people 
could lose coverage under provisions in the waiver including the following:1 

• The waiver would require all children, pregnant women and low-incCDme 
families, no matter how poor, to pay a Medicaid premiwn. Copaym.ents 
and deductibles also may be charged. (Premiwns are not allowed Wlder 
CW'fent law. Copayments, to the extent allowed, generally must be 
"nominal."} For low-income wage earners with child care expenses, mese 
new health care costs would be in addition to substantial new child care 
copayments that would be imposed by other aspects of the W-2 plan. 
Together, these costs could impose very high burdens on working 
families with very modest incomes. · 

1 The Wisconsin Legislative Fiscal Bweau projects thar about the same number of people who qualify for Medicaid 
under current rules will qualify under the w.2 heallb plan if the waiver is granted. but cautions that this projectio~ rests 
on assumprions which may or may not prove to be aa:urare. Little is known about how 1he '\l<ISI change$ in Medicaid · 
rules proposed. by the W-2 waiver would affect enrollment or access to care. ' · 

3 
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• The income of stepparents would be COWlted as available to children 
applying for coverage even if the stepparent does not support and has no 
legal obligation to support the child. 

• Teen parents and their babies would be denied coverage if they are not 
living with the teen's parents or in a supervised setting. If the teen is . 
living with her family, the family's income is counted in determining the 
baby's eligibility even if the grandparent is not supporting the baby. : 

In addition, the waiver would dispense with current rules requiring the timely· 
provision of coverage, and it would restrict the benefits available under the program 
for those who would retain coverage. 

• Over-the-counter medications that are prescribed by a doctor, other than 
insulin, would no longer be covered, even for children. 

• Special medical services for children now guaranteed Wlder federal 
"EPSDT'' rules would no longer be covered. 

• Benefits for home health services, skilled nursing home care and alcohol 
and drug treatment all would be capped. 

Conclusion 

There is nothing new about a state applying for a Medicaid waiver to expand 
coverage for some people while restricting coverage.for others. What distinguishes' 
Wisconsin's Medicaid waiver is its request to waive the entitlement to coverage for all 
nondisabled children, pregnant women and low-income families. Although Wisconsin 
projects that coverage will be provided to a broad group of families under W-2, the' 
plan makes no commitment to assure that any poor Wisconsin child, pregnant wonia.n· 
or family receives Medicaid coverage. If approved ~s proposed, the waiver would give 
Wisconsin broad authority to deny, delay or restrict coverage in virtually any way it 
saw fit if budget or political pressures eventually push in that direction. 

4 
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MEDICAID PROVISIONS 

°W•l. DESCRIPTION OF.PROVISION WAIVER 
PROVISIONS CITATIONS 

I. Eotitle~ent W-2 provides separate eligibility detcnninations for all 1902(a)(10)(A)(I) 
statusofMA programs and benefits are provided upon payment of required 

prcmiwn::;. There is no cntitli:mr:nt or categorical eligibility 
as under current provisions exc;:cpt that W-2 employment 
position panicipants att required to participate in the W-l 
Health Plan. 

2. Eliinination 1n general, W-2 provide~ a.n unlimited extenlion to.families lPOl(a)(IO) &. (52) 
of MA extension until they reach 200 percent of poverty, as long as premiums 1'15 

are paid. Undc:r the MA program AFDC recipients who have 
received benefits in three of the last six months and who lose 

..... • eligibility because of increased hours. increased income or 
~ 

loss of the earned income dm-egards are gummtced 811 

extension of MA bencfrt:s. 

3. BMOs The W-2 Health Plan will incorporate a mandalory HMO 1915(b) 
enroUmmt or primary provider program for all W-2 -
recipients. In most areas, there will be a choice of HMO - . 

- organizations. This requires a waiver of the related SSA that 
guarantees the freedom of choice of MA recipients. 

4. Maintenance W ·2 Health Plan expands eligibility to previously ineli1ible 1902 
of Effort MA groups of individuals. P~viously ineligible groups that could 1903(1) 

be eligible for W-2 are not entitled to the 60 percent federal 
match for MA without a waiver. 

S. Los.s of W-2 W-2 Health Plan eligibility ends when the participant 1902(a)(l0) 

,/ 
"' Healtb benefibi becomes eligible for employer health benefits. The SSA has 1912 

when eUJployef" no similar provisions. 
health plAD is 
avaihable .. 
6. W-2 Bealtb W-2 Health Plan has a mandatory premium for all recipicnis. 1'16 -v Plan premiums The federal law states: that MA recipients cannot be charg=. a 

prcmiwn. 
7. MA lncomr The W-2 Health Plan tests income eligibility for aJI using 165 H02(r)(2) 
Elieibility percent of the federal poverty level. Waiven: ~needed to 1903(f)(4) 
Limiu allow consistent treatment of all families. 

VIII-20 
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~-2 DESCRIPTlON OF PROVJ.SJON WAIVER 
PROVISIONS CITATIONS 
8. lucome W·l simplifies income diSRgards currently used in the AFDC 1902(a)(l O)(A) 
Disregards program. The W-2 Health Plan will use the new disreprds 

estzblisned by W-2. 

,_ Alleu Asset limits under W-:Z arc increased for so~e assets (vehi~les. 1902(1'")(2) . 
liquid assets) Md exclusions eliminated for some other assets 
that are excluded under the e~t .Ai:DC policy. which also 
apply to MA. 

10. W-:Z I~ asency provider selected through a ~petitive 41 CFR 433.10 
Privatization biddina process (RFP) and non-competitive selection based on 

perfonnance indicaton of i;WTCnt providers. Allowing a non-
government agency to detennine eligibility for the W-2 Health 
Plan requires a waiver. 

11. Treatment Under W-2 stepparents income wilt always be considered in~~ 190~(a)(l 7)(D} 
or Stepparent 

..,, 
gross income eligibility dctamination. CWTCDt MA eligt'bility - except that eoar1 

Jacome only includes the Income of a steppa.mit that is considered BD ordered payments 
essential ~rson or deems stepparent income to the AFDC madetoludlvidaals 
group. not in.the W-2 -. household will 

-; continue to aot be 
counted. 

12. Minor To be eligible for the W-2 Health Plan a minor p3n!:nt must be 1902(a){l0)0) 
Parents living with a custodial p~nt or in an approved li'Villg 
Required to arrangement. This requires further rcsttictions of the groups 
Live at Home identified as eligible for MA under the federal regulations. 

13. Agency Under MA. an applicant or recipient can appeal an eligibility or 1902(a)(3) 
Review of W-2 benefit decision of a county or tribal economic support agency 
Cues to the state. Under the W-2 program, agency reviews of 

eligibility or benefit decisions are limited to applicants or 
recipients ofW.~ employment positions. Thero is no appeal or 
review process: fnr th!! W~2 Health Plan_ 

vm-21 
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W,;.l DESCRIPTION OF PROVISION WAIVD. 
·PROVISIONS CITAnONS 
14. Sanctions W .. '2 sanctions ~ more stringent thll.J1 sanctions wider the MA 1Pl2(A)(l)(v) 
for Failing to program. Pregnant women who fail to cooperate with child 
CooperBte with support may lose W-2 Health Plan eligibility whereas the 

\/' 
Child Suppon current system maintains MA eligibility through the pregnancy 

plus an additional 60 days With no requirement to cooperate 
with child support. Undi:r MA only the non-coopemting adult 
becom~ inelisible for failure to cooperate with cbiJ_d :suppon 
whereas under the W-2 Health Plan children whose paTents do 
not cooperate with child support will also Jose w.2 Health Plan 
eligibility. 

VIII-22 
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DRAFT: June 7, 1996 

Pa.rtnerships:for Sti'oMefFamilies: a Family's:.Eye· View 
Talking Points for me First Lady 

Part®rshiPs .for Strong.er Families is an effon to change the way the federal government 
works with communities to serve children and families. People who work "on the ground" in 
communities have good ideas about ways to help children and families, and they often find that 
federal government programs need to change in order to work in their COIMlwlity. 

. We knOw. for instance, how imponant it is for every child who starts kindergarten to be ready 
to learn. But that can take a whole "village" cf people in a community working together with 
families: someone who can help a new mother leam t0 take care of her baby; someone who can 
make sure that children get immunized on time; someone who can work with fathers so they will 
read with their children regularly . 

. So when colllD1unities have a good idea about the ways they want to help parents and children, 
we want the federal government to be a good partner to them. 

. In Partnerships .fOr Strong,erFamilies. the federal agencies are working together· the people 
from Health and Hum.an Services with Education and' Labor and Justiee and Aarlculture and 
Housing and Urban Development and all the rest so that'.they can help·families and communities. 
They are thinking about whole fatnilies, and about towns and communities like the one where 
you live. And people in the govenunent are looking atconununities such as the Empowerment 
Zones and Enterprise Communities and states like Oregon and td leani from the ~xpetienees they 
have had in changing the ways the federal govemrrtent works for families and children. 

For example. they are working to find; 

ways to help people get the infonnation they need whenever they need it, using the 
Internet and the telephone; , · 

ways to teach people to work respectfully~;~ith whole families, not just With one 
program for one member of a familyi :,.,· 

ways to help communities spend the money :they get from the federal government so 
it really helps their families and children. 

If you have an idea for something they should work. on, please write or call..· .... 

·- ~· 
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