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Study Highlights

Thereisgreat variety acrossthestatesin organizing TANF, Medicaid, CHI P, and related programs.

#» The administrative structures range from relatively simple separation of TANF and
Medicaid/CHIP programs into two separate departments to complex systems with several
departments and many sub-department units and bureaus involved in management and
oversight of the programs. Some states integrate medical and welfare agencies within one
department or organization, while others have placed those programs in different depart-
ments. Many states contract out various Medicaid administrative functions, such as out-
reach and eligibility determination, to private contractors.

Despite the differencesin structures, many states have devel oped effective working relationships be-
tween offices responsible for TANF and for Medicaid and CHI P, but some problems remain.

+» Welfare reform has been widely embraced in states, including the idea that Medicaid and
other support services should be provided to help families in their transition from cash as-
sistance to self-support. The most frequently discussed problem is that of clients falling
through the cracks between Medicaid and CHIP, when they apply for Medicaid and are re-
jected but are not automatically considered for CHIP enrollment.

Different organizational approachesappear to have an impact on take-up levelsand the accessibility
of Medicaid and CHI P for low-income families, but states face difficult tradeoffs in taking different
approaches.

+» Proponents of separating Medicaid and welfare agencies argue that since there is a stigma
associated with receiving cash assistance, more of those eligible for Medicaid will seek
coverage if health and welfare programs are clearly separated. But administratively sepa-
rating the two programs might come at a price, as welfare recipients and those moving off
of assistance may find it more difficult to secure medical benefits than if these programs
are located in the same office. Separating Medicaid and welfare offices is also less conve-
nient for recipients and complicates their efforts to access the help they need.
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Introduction

The Rockefeller Institute of Government at the
State University of New York has created a network
of researchers in 18 states who have been studying a
variety of issues surrounding the relationship between
welfare reform and Medicaid policy. One of the many
important issues we have examined is the relationship
between the state agencies responsible for Medicaid,
the Children’s Health Insurance Program (CHIP), and
for welfare or Temporary Assistance to Needy Fam-
ilies (TANF), the new name for cash assistance to
poor families created as part of the 1996 federal wel-
fare reform law.

The purpose of this management brief is to re-
port on the findings of these studies and, in particu-
lar, to discuss what states have learned during the
past several years about the management of these
programs, and what innovations have worked or
not worked as state officials have fashioned re-
sponses to the challenges posed by managing
Medicaid and TANF programs. The experience of
18 states provides the basis for this study. These
states do not represent a statistically representative
sample of all states but, rather, represent a broad
cross-section of approaches to welfare reform,
Medicaid expansion, and related issues.

The findings of researchers in these 18 states
suggest answers to a number of questions that have
been raised concerning the implementation of
Medicaid by states. One of the central questions is
what has been the impact of different organizational
approaches on take-up levels and the accessibility of
Medicaid and CHIP for low-income families? Pro-
ponents of separating Medicaid and welfare agen-
cies argue that since there is a stigma associated with
receiving cash assistance, more of those eligible for
Medicaid will seek coverage if health and welfare

programs are clearly separated. But administra-
tively separating the two programs might come at a
price, as welfare recipients and those moving off of
assistance may find it more difficult to secure medi-
cal benefits than if these programs are located in the
same office. Integrating Medicaid and welfare of-
fices may produce some administrative efficiencies
and be more convenient for recipients, but integrat-
ing programs that in the past have been separate
may be disruptive for staff.

A second issue concerning the structuring of
Medicaid services is that of privatizing some
Medicaid administrative functions. Privatizing
governmental services has been debated for de-
cades, and Medicaid has always relied on private
service providers, such as doctors, hospitals, and
nursing homes, but hiring private companies to
help states administer the Medicaid program has
only recently become an issue in Medicaid. Unlike
for welfare and other services, where privatization
has prompted questions about using public funds
for funding services by faith-based groups, here
the issue is primarily one of improving the effi-
ciency of service delivery. What are the strengths
and weaknesses of contracting services to
nonprofit and for-profit organizations?

A third issue is rooted in different ideas about
how to promote accountability. One view is to di-
vide different functions among different agencies,
a kind of separation of powers and functions that
encourages checking and balancing by this diver-
sity of authority. The other view is to concentrate
responsibilities in one agency so accountability is
easily identifiable. If there are problems with a
program, attention is directed to one specific orga-
nization, rather than trying to figure out whether
the problem is one of policy design, implementa-
tion, monitoring, quality control, and who is re-

States Participating in the Study
Arizona Colorado Florida
Georgia Kansas Maryland
Michigan Missouri New Jersey
New York Ohio Oregon
Tennessee Texas Utah
Washington West Virginia Wisconsin
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sponsible for those different functions. How have
states sought to promote accountability of
Medicaid and related agencies?

A fourth question centers on the policy position
state elected officials take toward enrollment and
spending; some state officials seek to check the
growth of Medicaid spending as part of their effort to
contain state spending or balance state budgets,
while in other states, the goal is to expand coverage
so that more and more low-income children in par-
ticular are provided some kind of health insurance. If
states are oriented toward expanding coverage, en-
suring that all possible recipients receive help, and
providing as much support to families transitioning
from welfare to work as possible, what kind of orga-
nizational structure facilitates such efforts? In con-
trast, what organizational approaches do states take
when their policy priority is to reduce spending on
Medicaid or other social services?

The paper begins with a description of differ-
ent approaches states have taken to structuring
Medicaid and welfare programs. It then turns to a
discussion of the implications of the different state
administrative structures for the four questions out-
lined above — how does administrative structure
affect Medicaid take-up rates, how does privatiza-
tion affect Medicaid, how is accountability for im-
plementing Medicaid to political officials pursued,
and how do political pressures surrounding
Medicaid policy interact with agency structure?

State Administrative Structures
for Medicaid and TANF

Among the 18 states in the Rockefeller Insti-
tute study, there are a variety of approaches to
structuring Medicaid, CHIP, and TANF services,
as shown in Table 1. States’ implementation of
Medicaid differ along a number of dimensions:

@, . . .
%* Integrated Medicaid and welfare services or
separate agencies

R/
L X4

Integrated Medicaid and CHIP or separate
programs

Y/
%

Contracting out of Medicaid-related adminis-
trative functions to private organizations or
providing all services by government em-
ployees and agencies

#* Streamlined agencies that combine most
Medicaid-related functions or distributing
functions in many different agencies.

There are a number of ways states can be
grouped in terms of their Medicaid and welfare ad-
ministrative structure. One major dimension by
which these state structures differ is whether they
place medical and welfare services in one agency or
department or in separate ones. Most states separate
these services into separate agencies; seven states,
Kansas, New Jersey, Ohio, Oregon, Texas, Wash-
ington, and West Virginia provide these services
under one umbrella organization. Historically,
many states had placed Medicaid and welfare of-
fices in the same agency, but as the number of cli-
ents grew and the number of programs expanded,
especially medical care-related initiatives, these
programs were reorganized into separate agencies.

A second difference among the states is their
use of private, nonprofit and profit-making organi-
zations and businesses to provide some of the ad-
ministrative services. At least seven states have
contracts with companies that provide a wide
range of services; most of these contracts are for
outreach efforts, processing of applications, and
for Medicaid reimbursement and billing. In Kan-
sas, contractors make eligibility determinations
but decisions are monitored by state employees
working on site. Texas has made the broadest use
of contractors, and they largely administer the
CHIP program. Table 2 describes these different
approaches in more detail.

A third difference is the way in which states
divide tasks and responsibilities. Some states have
very simple, streamlined administrative structures,
with a few agencies that combine the delivery of
services with planning, oversight and monitoring,
program evaluation, and other functions, while
other states divide this tasks among several differ-
ent agencies to create a kind of institutional checks
and balance. Some of these differences are re-
flected in Table 1. Florida, Michigan, New Jersey,
Tennessee, Texas, and Washington, for example,
allocate responsibility for various Medicaid and
CHIP functions. Most states manage Medicaid and
CHIP from the same office, but six states have es-
tablished separate agencies to administer the two
programs: Florida, Michigan, New Jersey, New
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Table 1. State Administration of TANF, Medicaid, and CHIP Programs

State TANF Medicaid CHIP
Arizona Dept.of Economic Security Arizona Health Care Cost Con- | Same as Medicaid
tainment System Administration
Colorado Dept.of Human Services Dept.of Health Care Policy and | Same as Medicaid
Financing
Florida Dept.of Children and Families, | DCF, Agency for Health Care | DCF, AHCA, Florida Healthy
Workforce Development Board | Administration Kids Corp
Georgia State Dept.of Human Re- Dept.of Community Health Same as Medicaid
sources/county Dept.of Family
and Children Services
Kansas Dept.of Social and Rehabilita- | DSRS, Division of Health Care | Same as Medicaid
tive Services, Division of Inte- | Policy
grated Service Delivery
Maryland Dept.of Human Resources Dept.of Health and Mental Hy- | Same as Medicaid
giene
Michigan Family Independence Agency | Dept.of Community Health, MDCH, Managed Care Sup-
and Dept.of Career Develop- Dept.of Management and Bud- | port Division
ment get, and Insurance Comm.
Missouri Dept.of Social Services, Divi- | Division of Medical Services Same as Medicaid
sion of Family Services
New Jersey | Dept.of Human Services DHS, Division of Medical As- | DHS, Division of Family De-
sistance and Human Services velopment
New York | Dept.of Family Services, Of- Dept.of Health, Office of DOH, CHPlus office
fice of Temporary and Disabil- | Medicaid Management
ity Assistance
Ohio Dept.of Job and Family Ser- Division of Ohio Health Plans | Same as Medicaid
vices
Oregon Dept.of Human Services, Divi- | Dept.of Human Services, Office | Same as Medicaid
sion of Adult and Family Ser- | of Medical Assistance Programs
vices
Tennessee | Dept.of Human Services Dept.of Finance & Admin. Same as Medicaid
TennCare Bureau
Texas Dept.of Human Services, DHS, Health and Human Ser- HHSC, separate office from
Texas Works vices Commission Medicaid — mainly contracted
to companies and nonprofits
Utah Dept.of Workforce Services Dept.of Health, Division of Same as Medicaid
Health Care Financing
Washington | Dept.of Social and Health Ser- | DSHS, ESA and Medical As- Same as Medicaid
vices, Economic Services Ad- sistance Administration
ministration
West Dept.of Health and Human DHHS, Bureau for Medical BMS, also DHHS Children’s
Virginia Services, Bureau for Children | Services Health Insurance Agency and
and Families Dept.of Administration’s Public
Employee Insurance Agency
Wisconsin | Dept.of Workforce Develop- Dept.of Health and Family Ser- | Same as Medicaid

ment, Division of Workforce
Solutions

vices, Division of Health Care
Financing
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Table 2. States that Contract with Private or Nonprofit Companies for Service Delivery
State Contractor Kinds of Functions Performed
Arizona Maximus TANF eligibility-pilot project
Colorado Several companies Medicaid billing and information services, utilization review
and quality assurance, and other functions
Florida Benova Provide information to recipients on various health care plans,
enroll them in the plan of their choice
Georgia Electronic Data Systems (EDS) Medicaid billing and reimbursement functions
Dental Health Administration and | Process CHIP applications
Consulting Services
Kansas Maximus Intake and eligibility functions for Medicaid and CHIP
Blue Cross/Blue Shield Medicaid provider billing and reimbursement
Michigan Maximus Process CHIP applications
New Jersey | Maximus Medicaid outreach, application assistance, eligibility determi-
nation, payments, and other services
Texas TexCare Partnership — several Contracts for administrative services, market and media, com-
businesses and nonprofits munity-based organization outreach, HMO health plans, ex-
clusive provider organization health plans, CHIP quality
monitoring and assurance, outreach efficacy study

York, Texas, and West Virginia. In most states, CHIP

and Medicaid are very similar or identical in terms of

the benefits they offer and the way they operate.

Implications of Administrative Structure

for Medicaid, CHIP, and TANF
Medicaid Take-up and Accessibility and
Administrative Structure

Enrollment in Medicaid in the 18 states stud-
ied dropped considerably after passage of the wel-
fare reform act of 1996, reached its lowest level in
1998, then began to increase through 2000. By the
end of 2000, Medicaid enrollment overall was
slightly higher than in 1995, but the growth rate

across the states varied considerably. Five states,
Florida, Missouri, Maryland, Michigan, and
Washington, saw increases of more than 10 per-
cent between 1995 in 2000 in Medicaid enroll-
ment, including CHIP enrollments that were part
of Medicaid expansion. On the other hand, enroll-
ment fell by more than ten percent in five states,
Kansas, Ohio, Oregon, Texas, and West Virginia.1

A number of factors are responsible for the
differences in Medicaid enrollment in these states,
including differences in state outreach efforts to
potential applicants for Medicaid and CHIP and
differences in the accessibility of Medicaid and
CHIP services. Welfare reform’s emphasis on clos-
ing cases and moving recipients into the work force

1 Courtney E. Burke and Craig W. Abbey, “Managing Medicaid Take-Up, Medicaid Enrollment Trends:
1995-2000,” Federalism Research Group, The Nelson A. Rockefeller Institute of Government, August 2002, p. 4.
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resulted in closing many Medicaid cases, even though
most clients were still eligible for Medicaid, resulting
in some decline in enrollment. As the transition to
welfare reform became institutionalized, case work-
ers were able to identify and enroll clients who were
eligible for Medicaid, and some states streamlined
and simplified the Medicaid application process, all
leading to an increase in enrollment. In the six states
that saw enrollment in Medicaid decline between
1995 and 2000, Texas, Ohio, and Wisconsin did not
simplify their enrollment process until 2000, Oregon
did not make any significant changes at all, and West
Virginia and Kansas did less than other states to in-
crease access to Medicaid.”

Integrating Medicaid and TANF may contribute
to declining Medicaid enrollment, as declining wel-
fare rolls and perceptions of more stringent welfare
requirements discourage applicants from applying for
health and other services. Five of the states that have
chosen to implement Medicaid and Welfare through a
unified administrative structure, Kansas, Ohio, Ore-
gon, Texas, and West Virginia, saw Medicaid take-up
fall between 1995 and 2000. However, the two other
states with a unified Medicaid-TANF structure,
Washington and New Jersey, saw Medicaid take-up
increase, Washington, by 20 percent, and New Jersey,
by 1 percent. The sample size is too small to make any
definitive judgments here about the impacts of differ-
ent administrative structures.

Integrating Welfare and Medicaid. Kansas
is a good example of the approach taken by some
states to bring most social services within one de-
partment. TANF, Medicaid, and CHIP are all ad-
ministered by the Department of Social and
Rehabilitative Services (SRS). The Department’s
Division of Integrated Service Delivery is responsi-
ble for TANF eligibility determinations. The De-
partment’s Division of Health Care Policy
administers Medicaid and CHIP. Similarly, New
Jersey’s Department of Human Services houses six

agencies, including the Division of Family Devel-
opment that administers TANF and Food Stamps,
and the Division of Medical Assistance and Human
Services (DMAHS) that administers Medicaid and
CHIP.? TANF is administered in Ohio by the Office
of Local Operations of the Ohio Department of Job
and Family Services (DJFS); Food Stamps is the re-
sponsibility of the Bureau of Family Stability; and
Medicaid is administered by the Department’s Di-
vision of Ohio Health Plans. Applicants fill out one
form and the staff member assigns them to the pro-
grams for which they are eligible. Ohio adds a new
dimension to the discussion of administrative op-
tions by delegating responsibility to counties for de-
livering TANF and medical services. Ohio counties
vary considerably in terms of how they structure
service delivery; some use teams, others take a case
management approach, and some maintain separate
structures for each program.*

There are clear advantages to the integrated
approach. State officials can ensure that welfare re-
cipients receive Medicaid and other support ser-
vices that can help them become self-supporting.
Integrated services are more convenient for recipi-
ents than having to go to different offices to secure
different support services. But the integration also
links welfare and Medicaid in ways that might dis-
courage Medicaid up-take, as the stigma associated
with welfare spills over to Medicaid. States might
conclude that if their priority is to help welfare re-
cipients become more self-sufficient, a unified
structure of Medicaid, welfare, and other services
makes sense. In contrast, if states decide that ex-
panding health coverage to low-income residents is
a more important social policy goal than welfare, a
separate Medicaid agency may make more sense.
Placing Medicaid in a state agency independent of
welfare may reduce the political scrutiny to which
the program is subjected and low levels of resources
that often characterize welfare agencies.’

Ibid., p. 3.

3 Richard W. Roper, “Field Report Form: Medicaid Take-up and Welfare Reform,” report prepared for The Nelson
A. Rockefeller Institute of Government, November 2001.

Ibid.

5 Jocelyn M. Johnston, “Managing Medicaid and Managed Care: A Ten-State Comparison,” The Nelson A.

Rockefeller Institute of Government, 2002, p. 41.
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Medicaid-CHIP Coordination. One area
where structure seems to be significant is in the re-
lationship between Medicaid and CHIP. Some
states have integrated these two programs, and ap-
plicants are seamlessly assessed for both programs.
Kansas, New Jersey, Oregon, and Washington, for
example, have essentially merged Medicaid and
CHIP into one program.

The Kansas CHIP program, called Health-
Wave, now serves all Medicaid children and CHIP
enrollees, and the goal of the state is to move to-
ward an integrated insurance model for health care
for low-income families with no distinction be-
tween CHIP and Medicaid. Area offices in 11 re-
gions throughout the state implement TANF, Food
Stamps, and Medicaid programs; CHIP is central-
ized, with one office in Topeka processing all appli-
cations.® The state has an active outreach program
for medical programs to encourage all families that
are eligible to receive services.

New Jersey’s Department of Human Services
houses six agencies, including the Division of Fam-
ily Development that administers TANF and Food
Stamps, and the Division of Medical Assistance and
Human Services (DMAHS) that administers
Medicaid and CHIP. Medicaid and CHIP are com-
pletely integrated; there is a seamless process of ap-
plication where applications from any office are
processed by the New Jersey Family Care program.’

The Washington Department of Social and
Health Services has been the umbrella organization
for welfare and medical programs for more than 30
years. Medicaid and CHIP are administered by the
ESA through its 65 local offices of the Community
Services Division located throughout the state. The
Department’s Medical Assistance Administration
(MAA) develops health policy and oversees the
Medicaid and CHIP program. The Medicaid and
CHIP program are closely integrated and the two
programs offer similar benefits. ®

This integration of CHIP and Medicaid is a
significant administrative development because of
evidence in some states that applicants not eligible
for one program may not be picked up by the other,
and, as a result, some potential recipients of assis-
tance are not being served. In Kansas, for example,
there are currently no conflicts between the TANF
and Medicaid sections of the Department, but the
historical separation of Medicaid and CHIP eligi-
bility processing has resulted in some applicants
falling “through the cracks” and a private contrac-
tor has been hired to resolve that problem. In
Texas, some state officials and advocacy groups
believe that many potential Medicaid recipients
have fallen through the cracks as a result of the
complicated application process and do not have
health coverage. West Virginia officials have re-
ported some problems in coordinating the
Medicaid and CHIP application processes, partic-
ularly in cases where an individual is not eligible
for Medicaid but qualifies for CHIP.

In other states, CHIP and Medicaid are viewed
rather differently, and CHIP is typically seen as more
politically popular, while Medicaid seems to be asso-
ciated with some of the stigma characteristic of wel-
fare. Colorado’s CHIP program, for example, has
enjoyed a much more aggressive outreach effort than
does Medicaid. In Georgia, a new agency was cre-
ated to administer CHIP or Peach Care, rather than
giving it to the Medicaid program, because officials
believed that the existing department would not give
the new program sufficient attention, and that giving
it to a new agency would be a better way to promote
its services to a broader audience. Michigan illus-
trates how differences in structure may be a result of
happenstance. The division of responsibility was not
by design, but the result of the state health depart-
ment being so overwhelmed with implementation of
Medicaid that when the MIChild (CHIP) program
was created, it was given to another agency that had
the capacity to take on a new program.

6 Ibid.

7 Richard W. Roper, “Field Report Form: Medicaid Take-up and Welfare Reform,” report prepared for The Nelson
A. Rockefeller Institute of Government, November 2001.

8 Ibid.
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Oregon provides a particularly interesting case
of health policy, and is in the middle of an organiza-
tional transition. TANF, Medicaid, CHIP, and Food
Stamps have been administered by divisions of the
Oregon Department of Human Services (DHS). The
Office of Medical Assistance Programs administers
the Medicaid portion of the Oregon Health Plan (a
state initiative to ensure that all Oregonians with in-
comes at the Federal poverty level or lower are cov-
ered by Medicaid and guarantee a set of health care
benefits) and the CHIP program. CHIP is not part of
Medicaid, but, rather, part of the Oregon Health Plan
(OHP). State officials emphasize that the OHP is
clearly distinct from welfare.

Oregon has an integrated application process,
including a single form and the same staff members,
for CHIP and OHP Medicaid. The Office deter-
mines policy, provides billing and reimbursement
services, contracts with Managed Health Care
Plans to provide services, and monitors and evalu-
ates the delivery of services. The Oregon Health
Plan Policy and Research Office, the Oregon
Health Council, and the Oregon Health Services
Commission monitor the Oregon Health Plan and
provide policy and budget recommendations. Re-
lations between Adult and Family Services (AFS)
and the Office of Medical Assistance Programs
(OMAP) have been described as good, although
they have much different styles; AFS is more col-
laborative and open in communication, while
OMAP is more traditional.

In 2001, DHS began undergoing a reorgani-
zation that is expected to be completed in June
2003. Under the old structure, each of the five divi-
sions in the Department of Human Services had its
own field office; under the new organization, each
local office will become a DHS office rather than
an office of one of the divisions, and will house a
full range of services. The Department will then
include a Field Operations division; a division of
Administrative Services to provide accounting, in-

formation services, and other functions department
wide; a Continuous System Improvement office for
training, research, planning, evaluation, and other
functions; and Policy and Program Groups to de-
velop and coordinate policy in three areas: (1)
health, (2) seniors and people with disabilities, and
(3) adults, families, and children.’

States that give priority to expanding health
care benefits to low-income residents may find that
integrating Medicaid and CHIP is an important step
in achieving that goal. CHIP appears to be associ-
ated in at least some areas with efforts to expand
health insurance coverage to more children, and to
offer coverage to them that is similar to that avail-
able to other children through private insurance,
rather than viewing CHIP as a welfare-like pro-
gram. States that are pursuing that goal may also
find that separating welfare and Medicaid/CHIP
might contribute to that goal even though it makes it
more difficult for welfare recipients to secure
health benefits.

Separating TANF and Medical Adminis-
trative Services. Arizona, Florida, Georgia, Michi-
gan, Missouri, Tennessee, Utah, West Virginia
have all created separate agencies to administer
medical and welfare programs.

Some states integrate eligibility determination
for Medicaid/CHIP and TANF, but have estab-
lished separate agencies to actually administer the
programs. In Arizona, the Department of Economic
Security, the state welfare agency, is responsible
for determining eligibility for TANF and Medicaid
and other medical programs and for overseeing
casework and eligibility determinations.'’ The Mis-
souri Division of Family Services is responsible for
eligibility determinations for TANF and for medi-
cal programs. Policy making, oversight, billing and
reimbursement, and other functions associated with
health programs are performed by units within the

9 Carol Freeman, Laura Leete, and Maegan Lindsay, “Oregon State Case Study of Medicaid Take-Up and Welfare
Reform for The Rockefeller Institute of Government State Capacity Study,” September 21, 2001.

10 See John Stuart Hall, et al., “Devolving Governance While Developing Capacity: The Unusual and Somewhat
Surprising Story of Medicaid Expansion in Arizona, 2001,” report prepared for The Nelson A. Rockefeller

Institute of Government, November 2001.
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Division of Medical Services."" Wisconsin’s De-
partment of Workforce Services administers TANF
(called W-2 in Wisconsin) in its Division of
Workforce Solutions. The Department of Health and
Family Services administers Food Stamps, Medicaid,
and CHIP in its Division of Health Care Financing.
Benefits and service delivery for CHIP recipients and
Medicaid families with minor children are identical
and both receive services through the same HMOs.
The Division of Workforce Solutions’ Bureau of Di-
vision-wide Services manages the computer system
that manages enrollment for W-2, Food Stamps,
Medicaid, CHIP, and child care benefits, and DHFS
pays the Bureau for those services.'?

Other states have separate programs but locate
them within the same buildings to facilitate client ac-
cess. The Colorado Department of Human Services
administers the TANF and Food Stamps programs,
and the Colorado Department of Health Care Policy
and Financing administers Medicaid and CHIP.
Both the Medicaid and TANF administrative offices
are located in the same building, but operate quite in-
dependently of each other."’ Utah’s Department of
Workforce Services (DWS) is the agency responsi-
ble for administering TANF in Utah. Applicants for
TANF, Medicaid, and Food Stamps can apply for
these programs at DWS offices. Health care pro-
grams available to low-income families in Utah such
as Medicaid, the Utah Medical Assistance Program
(for those not eligible for Medicaid), the Qualified
Medicare Beneficiary program (provides help in
meeting some of the costs Medicare recipients must
pay and recipients over 65 who qualify for free
Medicaid), and the Children’s Health Insurance Pro-
gram (CHIP) are administered by the Utah Depart-
ment of Health. The Health Department contracts

with the Workforce Services Department to man-
age all Medicaid cases where other services, such
as TANF assistance or Food Stamps, are provided.
Employment counselors help clients apply to
Medicaid and other programs. Welfare and
Medicaid have always been seen as quite separate
programs in Utah. In 1996, the Department of
Health started a campaign to expand Medicaid en-
rollment by more aggressively going to low in-
come communities and registering those eligible
for Medicaid. The outreach effort was not related
to welfare reform, just a coincidence in timing.
DWS officials emphasize to TANF recipients the
availability of Medicaid and CHIP once cash assis-
tance ends."

In New York, TANF and Food Stamps are ad-
ministered by the Office of Temporary and Dis-
ability Assistance in the Department of Family
Services, and Medicaid and CHIP are adminis-
tered by different divisions within the Department
of Health. CHPlus A (Medicaid) is part of the Of-
fice of Medicaid Management; CHPlus B
(non-Medicaid eligible) is located in the CHPIus
office, part of the Division of Planning, Policy and
Resource Development. There are some differ-
ences in orientation between the two health pro-
grams, based on their history. CHPlus A evolved
as an anti-poverty program, and was for many
years located in the former Department of Social
Services, while CHPlus B has traditionally been
viewed as a health insurance program. Despite
these differences, the two programs are closely co-
ordinated. TANF, Medicaid, and Food Stamps are
administered by county departments of social ser-
vices, and CHIP may be located in either county
health or social services departments."

11 Peter Mueser, Lael Keiser, Deanna L. Sharpe, with the assistance of Vick Wilkins, “Field Report Form: Medicaid
Take-up and Welfare Reform,” report prepared for The Nelson A. Rockefeller Institute of Government,

November 2001.

12 Tom Kaplan, “Field Report Form: Medicaid Take-up and Welfare Reform,” report prepared for The Nelson A.

Rockefeller Institute of Government, November 2001.

13 Malcolm L. Goggin, “Field Report Form: Medicaid Take-up and Welfare Reform,” report prepared for The
Nelson A. Rockefeller Institute of Government, November 2001.

14 Gary Bryner, “Field Report Form: Medicaid Take-up and Welfare Reform,” report prepared for The Nelson A.

Rockefeller Institute of Government, November 2001.

15  Sarah F. Liebschutz, “Field Report Form: Medicaid Take-up and Welfare Reform,” report prepared for The
Nelson A. Rockefeller Institute of Government, November 2001.
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These examples illustrate how states separate
welfare and medical programs administratively in or-
der to delineate between them, and to reinforce the
idea that receiving medical assistance is more accept-
able than getting cash assistance. States that want to
communicate such a signal may find it helpful to sep-
arate medical and welfare agencies. However, there is
no clear pattern here in terms of the consequences of
this administrative approach for Medicaid take-up,
since these states have seen dramatic increases in en-
rollment as well as modest expansion.

Administrative separation may also facilitate
efforts to control healthcare costs. Tennesse is an
example of a state that has made administrative
changes to Medicaid as part of an effort to control
costs. The Department of Human Services (DHS) is
responsible for TANF, Food Stamps, and Medicaid
eligibility. The Department of Finance and Admin-
istration (DFA) houses the TennCare Bureau. The
Office of Information Resources, part of the DFA,
is jointly responsible with the DHS for develop-
ment and operation of the Medicaid eligibility sys-
tem. TennCare is broader than Medicaid, and
includes coverage for uninsured and uninsurable
individuals, and TennCare officials are responsible
for enrolling those who do not quality for Medicaid
but are eligible for the other TennCare programs.
TennCare clients receive service through Managed
Care Organizations and Behavioral Health Organi-
zations. TennCare includes responsibility for
Medicaid policy making, oversight, billing and re-
imbursement, and other functions. CHIP is part of
TennCare and is more closely linked to the unin-
sured/uninsurable program than Medicaid. But
CHIP eligibility is determined in the Department of
Health. Concern about the rising cost of Medicaid
has resulted in organizational changes that have
moved medical programs away for the Department
of Health and toward the Department of Finance
and Administration.'®

Inter-Agency Harmony. The Rockefeller In-
stitute Field Studies all examined the nature of rela-
tionships between Medicaid, CHIP, and welfare
agencies. One hypothesis is that separate institu-

tions might be competitive, distrustful of each
other, reflective of different organizational history
and culture, or otherwise characterized by conflict
that would inhibit delivery of services to clients.
The studies reported little conflict or tension be-
tween the Medicaid and other health and welfare
agencies. Relationships are regularly character-
ized as cordial and positive in virtually every state
in the study, regardless of whether the agencies are
housed within the same department or are located
in different ones. In Arizona, for example, where
the medical and welfare agencies are housed in
separate agencies, the independence of the agen-
cies is credited with minimizing friction. Their in-
formation systems share data on a daily basis, there
are weekly meetings between staff, and Medicaid
employees are located in TANF offices to review
cases where Medicaid benefits have been termi-
nated to ensure decisions were correct and to en-
sure that families receive Transitional Medical
Assistance if they are eligible. TANF officials no-
tify Medicaid staff of families that are not eligible
for Medicaid because of their income level, and
Medicaid staff write letters to those families that
qualify for KidsCare coverage and encourage their
participation in the program. Missouri governors
have emphasized cooperation between the Medicaid
and TANF agencies. The administrative offices for
the two agencies are located in the same building in
Jefferson City. The current directors of each agency
have both worked for several years in the other
agency, and this cross training of directors has helped
increase understanding and communication.

This comity may be a result of the maturation
of programs, since administrative reorganizations
associated with welfare reform are now several
years old. It is possible that differences have largely
been worked out and agency officials have learned
how to successfully manage interagency relations.
Given the difference in some states between welfare
and medical programs and the stigma attached to
the former, one might expect some conflict between
the two agencies. More important than that may be
the fact that Medicaid/ CHIP and welfare have sepa-
rate budgets, and budget pressures may be a much

16  John Gnuschke, “Field Report Form: Medicaid Take-up and Welfare Reform,” report prepared for The Nelson A.

Rockefeller Institute of Government, November 2001.
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greater source of tension than interagency efforts to
coordinate service delivery. As long as medical and
welfare programs are funded from separate federal
accounts and the programs are not seen as competing
for the same dollars, agency officials may find they
have much in common as they try to serve similar
clients. However, state funds for medical and wel-
fare programs may come from the same source, and
as state budgets have become much tighter and bud-
get politics more conflictual, tensions between
health care and welfare agencies could surface. It is
not clear, but certainly possible, that such conflicts
could be managed more effectively in states where
medical and welfare services are combined in one
agency, under one head.

Devolution to L ocal Gover nment. Twelve of
the 18 states in the study organize the delivery of
Medicaid and TANF services through local field
offices of state agencies, and do not delegate re-
sponsibility for these programs to local govern-
ments. Six states delegate at least some
responsibility to county governments. While many
states have made significant changes in the struc-
ture of Medicaid, TANF, and other related pro-
grams at the state level, some local governments
have not engaged in the same kind of restructuring
of programs, and the interaction of state and local
agencies can be quite complex. Counties also differ
within a state, and the Rockefeller study only exam-
ined two counties in each state, making it difficult
to know exactly how welfare reform has affected
the delivery of Medicaid and CHIP services.

In New York, for example, at the state level,
TANF is located in the Department of Family Ser-
vices and Medicaid and CHIP are found in different
divisions of the Department of Health. Within the
Department of Health, CHIP is further divided into
two programs, CHPlus A, with an antipoverty focus

and CHPIlus B, with a health insurance emphasis.
At the county level, TANF, Medicaid, and CHIP
are also administered by different departments (in
New York City, by the Human Resources Admin-
istration). In Monroe County, Medicaid is located
in county departments of social services while
CHIP is in county health departments; in Albany
county they are both located in social services de-
partment. In both counties, TANF and Medicaid
are administered by separate units, including sepa-
rate eligibility determinations. The different struc-
tures pose challenges for the flow of directives
from various state agencies to the mix of county
units, and require workers in different areas to
know how their programs intersect with others."’

Ohio has a strong tradition of county gover-
nance and counties differ in the way they structure
the delivery of services: some counties use a case
management structure, others employ teams, and
still others deliver services in separate administra-
tive units. Collaboration and coordination across
these programs has been difficult.'"® Colorado is
another state that delegates service delivery to
counties. The CHP+ program is managed by the
state “and is not well integrated at all at the county
level.”"

In other states that delegate service delivery
functions for Medicaid and TANF to states such as
Wisconsin and Georgia, the relationship between
county welfare offices and the state agency is quite
hierarchical and applications are processed
through the state data system which is quite pre-
scriptive.”” But Georgia counties retain specializa-
tion by program area.” Jackson County, Missouri,
reorganized its caseworkers in 1997 so that they
deal with TANF and medical services, and coordi-
nation among caseworkers is reportedly close.”

17  Liebschutz, 2001, pp. 5-8.

18  Miriam Wilson, “Field Report Form: Medicaid Take-up and Welfare Reform,” report prepared for The Nelson A.
Rockefeller Institute of Government, November 2001, pp. 9-11.

19  Goggin, 2001, 25.
20  Kaplan, 2001, 12-13.

21  Amy Ellen-Duke and Michael Rich, “Field Report Form: Medicaid Take-up and Welfare Reform,” report
prepared for The Nelson A. Rockefeller Institute of Government, November 2001, p. 14.

22 Mueseretal., 13-14.

Federalism Research Group

11



Managing Medicaid Take-Up

Privatization

Privatization of Medicaid administrative ser-
vices is a recent development in the states studied.
The typical function of contractors is to provide
outreach and payment services, but some states
have contractors do more. Arizona has launched
two privatization pilot project for TANF, operated
by Maximus, Inc, in the Phoenix area and in
Mohave County in Northern Arizona. Maximus
case workers make TANF eligibility decisions,
while DES employees located in the same building
decide Food Stamps and Medicaid eligibility. The
state sought a waiver to allow Maximus employees
to take over Medicaid and Food Stamp eligibility
decisions, but the Federal government denied the
request. Florida contracts with a private business to
provide information to recipients on various health
care plans, enroll them in the plan of their choice,
provide the names of physicians that can provide
services, and other services. Georgia contracts with
a private corporation, Electronic Data Systems, to
manage billing and reimbursement functions, and
with Affiliated Computer Services to process medi-
cal claims for Medicaid, Peach Care for Kids (the
state’s CHIP program), the State Health Benefit
Plan, and the University System health plan in Oc-
tober 2002. Georgia is apparently the first state to
consolidate claims processing for Medicaid recipi-
ents and for state employees.

The impetus for privatization is presumably to
reduce costs through competitive bidding for ser-
vices. The Rockefeller studies did not examine the
impacts of privatization so little can be concluded
from these studies. Again, patterns are inconclu-
sive. Six of the eight states that have contracted
with private firms saw an increase in Medicaid en-
rollment, but enrollment fell in two other contract-
ing states, Kansas and Texas. It may be that states
with major increases in caseloads turn to contract-
ing to help constrain costs. But contracting need not
result in pressure to reduce enrollment. To the con-
trary, depending on how contracts are written, con-
tractors may be encouraged to enroll more
recipients. Privatization may be a tool to reduce ad-
ministrative costs, but its impact on take-up rates
depends on the conditions included in the contracts.

Privatization of some administrative services
is also part of a broader approach to structuring
Medicaid and CHIP in ways that make them ap-
pear more and more like private health insurance
programs. As indicated above, some states are
moving toward making CHIP look much like pri-
vate health insurance as a way to reach more eligi-
ble children and pursue their goal of expanding
health insurance for the uninsured. As CHIP be-
comes viewed as more like private health insur-
ance, states can reduce the stigma that public
health insurance has shared in the past with wel-
fare. Medicaid can similarly be structured more
and more like private insurance to expand health
insurance coverage in a state and reduce any
stigma that might discourage some from applying
for benefits. On the other hand, disengaging
Medicaid/CHIP and TANF does not come without
some costs. It may make it more difficult to ensure
that TANF recipients receive health insurance dur-
ing and after their eligibility for cash assistance,
and may fail in some cases to help provide the kind
of support essential for many TANF recipients to
become more self-sufficient.

Accountability

States vary considerable in terms of the ad-
ministrative complexity of medical programs. The
states employing integrated medical and welfare
programs tend to be relatively simple. In contrast,
a few states have developed quite complex admin-
istrative structures. And the contracting out of ser-
vices discussed above adds to administrative
complexity.

Florida, for example, has devised a compli-
cated structure of four state agencies and two pub-
lic/private hybrid organizations to administer
TANF, Medicaid, CHIP, and Food Stamps. Eligi-
bility for TANF is the responsibility of the Florida
Department of Children and Families. TANF ser-
vices are provided by 24 regional Workforce
Boards that employ privately owned (nonprofit
and/or private) companies to deliver workforce
services such as job training and placement. Ad-
ministration of the Medicaid and CHIP programs
is shared by three organizations. (1) Eligibility for
Medicaid and KidCare Medicaid is determined by
the Department of Children and Families. (2) The
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state Agency for Health Care Administration
(AHCA) and its Office of Health Policy makes pol-
icy and provides data analysis; AHCA’s Division
of Medicaid, Bureau of Medicaid Program Devel-
opment oversees the Medicaid program and admin-
isters the primary care case management program,
called MediPass, and the MediKids part of the
KidCare Program for children under five; and
AHCA'’s Division of Medicaid, Bureau of Contract
Management oversees eligibility, processes
Medicaid claims, and audits the payment system.
AHCA’s Division of Managed Care and Health
Quality monitors HMOs and other health care pro-
vider facilities and services through 11
multi-county field offices throughout the state.

The state Department of Insurance, Treasurer,
and Fire Marshall certifies HMOs to do business in
the state and monitors financial and contractual ar-
rangements. There are four separate programs for
health insurance for low-income children that are
all part of KidCare. KidCare Medicaid is for chil-
dren from birth to 18 who are eligible for Medicaid.
MediKids is for children under five who are not eli-
gible for Medicaid, and Healthy Kids is for ages
5-18. Children’s Medical Services Network is for
children from birth to 18 who have special needs or
long-term health conditions. A private/public part-
nership called Florida Healthy Kids Corp. coordi-
nates these programs through its Coordinating
Council, made up of representatives from the state
agencies, local governments, health insurance com-
panies, health care providers, and organizations
representing low-income families.”

Michigan is another state with a complex ad-
ministrative structure for medical programs. Two
agencies administer TANF: the Family Independ-
ence Agency (FIA), responsible for eligibility de-
terminations; and the Michigan Department of
Career Development, which handles job training
and employment opportunities. Four agencies are
involved in administering Medicaid. The FIA is re-
sponsible for receiving Medicaid applications and

determining eligibility; the Department of Man-
agement and Budget monitors the program and
submits required reports to the Federal govern-
ment; the Insurance Commissioner is responsible
for the licensing and oversight of managed care or-
ganizations; and the Michigan Department of
Community Health (MDCH) sets policy and ad-
ministers the program. Two different offices
within the MDCH are involved in programs for
children. The Comprehensive Health Plan Divi-
sion manages the Healthy Kids (Medicaid) pro-
gram (as well as the Medicaid managed
programs); the Managed Care Support Division is
responsible for MIChild, the state’s CHIP pro-
gram. Healthy Kids provides free health coverage;
MIChild is a low-cost health coverage program;
both cover children from birth to age 18. Eligibil-
ity decisions for Healthy Kids is made by the FIA
and by the Managed Care Support Division of the
MDCH for MIChild. The MIChild program, in
turn, uses a private company, Maximus, to review
applications; Maximus employees refer applicants
that might be eligible for Medicaid to the FIA.*

Assessing the differences between the admin-
istrative styles of states can be rooted, in part, in
different ideas about how to promote accountabil-
ity. One view is to divide different functions
among different agencies, a kind of separation of
powers and functions that encourages checking
and balancing by this diversity of authority. The
other view is to concentrate responsibilities in one
agency so accountability is easily identifiable. If
there are problems with a program, attention is di-
rected to one specific organization, rather than try-
ing to figure out whether the problem is one of
policy design, implementation, monitoring, qual-
ity control, and who is responsible for those differ-
ent functions.

It is difficult to compare the advantages and
disadvantages of the two approaches. Both have
roots in the American political tradition. The sepa-
ration of functions approach clearly harkens to the

23 Robert Crew, “Field Report Form: Medicaid Take-up and Welfare Reform,” report prepared for The Nelson A.

Rockefeller Institute of Government, November 2001.

24 Carol Weissert, “Field Report Form: Medicaid Take-up and Welfare Reform,” report prepared for The Nelson A.

Rockefeller Institute of Government, November 2001.

Federalism Research Group

13



Managing Medicaid Take-Up

constitutional structure of checks and balances. The
idea of administrative unity has been widely cham-
pioned in the literature on administrative science.
One way to sort them out is to choose between two
forms of accountability: the separation of functions
approach seeks to produce accountability through
oversight of procedures, constant monitoring, and
other efforts, while the administrative unity ap-
proach focuses more attention on overall perfor-
mance and on ultimate responsibility of
administration to political officials.

The Importance of Policy
Priorities and Political Choices

More important than structural differences,
however, are policy differences. In some states,
state leaders have been concerned about the rising
costs of Medicaid, while in others, expanding cov-
erage is a high priority. That political decision,
rather than whether the TANF and Medicaid offices
are in the same or different department, seems to
shape significantly the administration of these pro-
grams. In Kansas, for example, the increasing costs
of Medicaid has been a “dominant concern.” Wis-
consin officials have been ambivalent about
Medicaid enrollment trends. Staff members are ori-
ented toward enrolling as many people in Medicaid
as qualify, while political leaders have been con-
cerned with rising costs of Medicaid. Medicaid
staff members do not engage in “outreach” activi-
ties but in “educational” efforts. In Washington, the
relationship between the Medicaid and TANF
agencies has been described as harmonious and col-
laborative. Getting people off welfare has been a
state priority, but maintaining Medicaid enrollment
has not even been a first-tier priority of state
officials.

In contrast, in states like Arizona, officials in
both TANF and Medicaid agencies have agreed on
the goal of increasing Medicaid enrollment, but en-
rollment only grew by a modest 3 percent. Mary-
land officials have as a priority maintaining
Medicaid enrollment high, particularly for women
and children. The figures cited above about differ-
ences across states in terms of the growth of
Medicaid enrollment, where numbers have in-
creased significantly in most states studied, do not

suggest clear impacts of policy priorities. States
that have not emphasized expanding enrollment
have seen increases as well as those that have em-
braced that goal.

There are clear differences between states in
terms of their commitment to expanding or curtail-
ing Medicaid take-up rates. But these policy posi-
tions may be transitory, a function of the political
ideology or priorities of the governor or legislature
that might change from one election to the next, or
changes in the state’s budget and fiscal health. In-
stitutional changes are likely to be more long last-
ing and at least partially resistant to changes in
political sentiments. New governors and legisla-
tures may promise to reorganize state bureaucra-
cies in order to promote values of efficiency,
accountability, reduced spending, or increased ser-
vice to clients, but it is difficult to make such
changes very often. And at least as important as
state policy priorities are the economic conditions
in a state that shape the demand for social services
as families’ incomes and employment rise and fall.

State administrative structures are likely to be
more stable than political priorities or budget con-
ditions. Many states have made rather dramatic
changes in administrative structure as part of their
reforming of welfare, and, once made, these
changes are likely to last for many years. However,
some of those changes may only take place at the
state level, and not occur at the local level where
services are actually delivered. For most states in
the study, because they rely on service delivery by
local units of state agencies, changes in reorgani-
zation of state agencies likely reach those who de-
liver services.For the states discussed above in the
section on devolution to local government, the re-
organization that was prompted by welfare reform
in the mid-to-late 1990s did not necessarily occur
at the county level, complicating considerably ef-
forts to change the delivery of TANF and
Medicaid services.

Outcomes and Results of
Administrative Decisions

In sum, there is great variety across the states
in organizing TANF, Medicaid, CHIP, and related
programs. The administrative structures range
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from relatively simple separation of TANF and
Medicaid/CHIP programs into two separate depart-
ments to complex systems with several depart-
ments and many subdepartment units and bureaus
involved in management and oversight of the pro-
grams. Most of the states seem to have fostered cor-
dial relationships between offices responsible for
TANF and for Medicaid and CHIP. There is little
evidence of difficulties in coordination, although
the most frequently discussed problem is that of cli-
ents falling through the cracks between Medicaid
and CHIP. More difficult may be the challenge of
devolution to counties that retain discretion over

these programs, since some counties have not re-
structured their staffs in line with state-level
changes. In the short run, policy position state
elected officials take toward enrollment and
spending appear to have been significant factors in
accounting for changes in enrollment; some state
officials seek to check the growth of Medicaid
spending, while in other states, the goal is to ex-
pand coverage so that more and more children in
particular are provided some kind of health insur-
ance. Given the high cost of Medicaid programs,
these policy goals are quite sensitive to changes in
states’ economic conditions.
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