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Medicaid Expansion: Premium Assistance and Other Options

Executive Summary
The Affordable Care Act (ACA) expanded Medicaid eligibility to all individuals
with incomes up to 138% of the federal pov_[GWG“d.[OaPb]“v.WUa[d[GWG“d.[OlPb]“v.WU[_ 
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restricted from reenrolling in coverage (i.e., locked-out). Medicaid out-
of-pocket costs should remain nominal and bn ð n
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Premium assistance has generated controversy, as patient advocates have
questioned whether the private market can provide adequate coverage to meet
the needs of a vulnerable population. Individuals with incomes above the poverty
level would have lower out-of-pocket spending through Medicaid than if they’d
enrolled in a Marketplace-based health plan.5 However, premium assistance may
provide benefits that the traditional Medicaid program cannot. Premium assis-
tance may reduce “churning,” or a disruption in coverage as enrollee’s income
and eligibility status changes, if implemented in a way that ensures continuity as
enrollees transition from Medicaid to private market coverage. Physicians and
other health providers may be more likely to participate in private insurance than
Medicaid, potentially broadening enrollee access to providers. In some states,
however, cost-sharing protections for premium assistance programs are only
available if the enrollee receives care from a provider that participates in both
Medicaid and the enrollee’s private insurance plan network.6

Arkansas was the first state to receive approval for its Medicaid expansion
premium assistance program. Since then, several other states have taken interest
in the concept. The U.S. Department of Health and Human Services has approved
an amended version of Iowa’s premium assistance waiver. New Hampshire will
enroll eligible individuals into Medicaid-backed qualified health plans starting in
January 2016. 

Some states have developed Medicaid expansion waiver proposals that
would require or encourage jobless beneficiaries to search for employment, par-
ticipate in wellness programs, terminate coverage for nonemergency medical
transportation, or pay premiums and cost-sharing. This paper will outline char-
acteristics of Medicaid expansion waivers and consider their potential effect on
patients.

Current Medicaid Expansion Waivers 

Arkansas7

The Obama Administration approved Arkansas’ Medicaid premium assistance waiver
application in 2013. The waiver allows the state to purchase qualified health plan
coverage through the health insurance marketplace for eligible individuals. The pro-
gram will run from 2014 to 2016 and cover eligible parents and childless adults. The
waiver was am
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Much of the newly eligible Medicaid population may not understand health
insurance concepts like cost-sharing, networks, and formularies.19 Individuals with
lower health insurance literacy and numeracy skills may be less able to adequately
compare high-deductible health plans versus traditional plans20 or comprehend
hospital quality information.21 Evidence shows that Medicaid beneficiaries may
have difficulty understanding and navigating health-related incentive programs,
like wellness/healthy behavior incentive efforts, resulting in low participation.22 A
survey of uninsured Medicaid-eligible adults 
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Most of the Medicaid expansion population will receive a Medicaid alterna-
tive benefit plan (ABP) which includes the 10 Essential Health Benefit categories
required of private market health exchange plans, mental health parity require-
ments, preventive services, family planning services, and nonemergency trans-
portation services, among others. Many states have based their ABP on the ben-
e
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While the College strongly supports the delivery of health care services by
the most appropriate physician or other health care provider in the most
appropriate setting, it should be acknowledged that patients in underserved
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teach enrollees to be more cost-conscious about health care purchases, cultivate
personal responsibility, and encourage shopping around for the best price or
highest quality provider or service. However, a April 2015 Kaiser Family
Foundation survey reported that information on medical care costs is hard to find,
with 64% responding that finding cost and quality information was difficult.53 Those
that do report finding cost and quality information on hospitals, physicians, or
health plans, do not use such information when making a decision about health
care. Similarly, some Medicaid experiments, such as the mid-2000s Florida con-
sumer-driven health insurance pilot, seek to encourage enrollees to comparison
shop for plans based on cost-sharing, quality, and additional services. In the case
of the Florida experiments, most enrollees made their decisions based on physi-
cian location, physician network, and prior enrollment in the plan, rather than cost
or generosity of benefits. dZGWG“d.[OsPZ[]“v.WU_][_ZGWG“d.[O.P[beGWG“d.[OgPZjceGWG“d.[W[G“e]]“v.OePZ[]“.[v.WU_cb_Zn]“v.WU]Wa_ZGWa“d.[W[G“e]]“v.OePZ[]“.[v.fifin l d
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However, important safeguards must be established to prevent wellness pro-
grams from discriminating against or disproportionately penalizing patients or
impeding access to care. ACP policy recommends that: 

Incentives to promote behavior change be designed to allocate health care
resources fairly without discriminating against a class or category of people.
The incentive structure must not penalize individuals by withholding benefits
for behaviors or actions that may be beyond their control.

The College supports “use of positive incentives for patients such as pro-
grams and services that effectively and justly promote physical and mental health
and well-being.”64

The College’s position paper notes that patient advocacy organizations are
skeptical of using financial incentives to change behavior: “These advocacy orga-
nizations do not believe that the use of financial incentives linked to health insur-
ance premiums,
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