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Federal and state policymakers are considering proposals that would, for the first time, condition Medicaid
eligibility on meeting a work requirement.' Signaling a potential policy shift in this area, the Centers for
Medicare and Medicaid Services (CMS) under the Trump Administration released a March 2017 letter to state
governors stating that it will use Section 1115° authority to approve provisions involving “training, employment,
and independence.” Medicaid work requirement proposals generally would require beneficiaries to verify their
participation in approved activities, such as employment, job search, or job training programs, for a certain
number of hours per week to receive health coverage. The proposals typically would exempt certain
populations, but little detail is available to date about who would qualify for these exemptions, how the policies
would be administered, and who would provide work support services. Having as many Medicaid enrollees in
the workforce as possible is a worthy public goal, and in fact, many adults on Medicaid already are working.
This issue brief considers the implications of conditioning Medicaid eligibility on satisfying a work
requirement, drawing on state experience with TANF enrollees subject to a work requirement over the past two
decades and data about work and the role of health coverage among Medicaid enrollees today.

Lessons from the TANF Experience with Work Requirements

Medicaid work requirement proposals often refer to the Temporary Assistance for Needy Families (TANF)
program as a model. TANF provides federal block grant funding for states to assist low income parents and
children. States must require adults receiving TANF cash assistance to participate in work. Although states
have discretion in determining who must participate and the qualifying work activities, hours, and sanctions
for noncompliance, states are subject to penalties if they fail to meet the TANF work performance measure.
Federal law is very prescriptive about the hours and activities in which TANF enrollees must participate in
order to count toward achieving the performance measure, and calculation of the TANF work performance
measure considers most adult enrollees, even if a state chooses to exempt them. Box 1 below provides
additional detail about the TANF work performance measure.



Box 1: The TANF Work Performance Measure

A state must meet the TANF work performance measure, referred to as the TANF Work Participation Rate, or
face a fiscal penalty that reduces its federal TANF funds. The Work Participation Rate that a state must meet is
calculated based on the share of enrollees who are participating in an approved activity for an average of 30
hours per week (20 hours for a single parent with a child under age 6), with limits on the extent that
participation in job search, training, or education can count. States may exclude certain individuals from the
work performance measure calculation, such as single parents who are caring for a child under age one, those
caring for a family member with a disability, and those receiving Social Security Disability or SSI benefits.

For purposes of calculating a state’s TANF work performance measure, approved work activities4include:
-unsubsidized employment;

-subsidized private sector employment;

-subsidized public sector employment;

-work experience;

-on-the-job training;

-job search and job readiness assistance, including mental health and addiction treatment, generally limited to
four consecutive weeks and six total weeks per year;

-community service programs;

-vocational educational training limited to 12 months;

-job skills training directly related to employment;

-education directly related to employment for those without a high school diploma or GED;

-satisfactory high school or GED program attendance; and
-providing child care for someone participating in community service.

Research finds that TANF enrollees work regardless of whether they are required to do so,
suggesting that a work requirement has little impact on increasing employment over the long-
term.’ Evaluations of mandatory work programs for cash assistance enrollees that examined employment
generally have found that any initial increase in employment after imposition of a work requirement faded over
time. After five years, those who were not required to work were just as likely or more likely to be working
compared to those who were subject to a work requirement.® These findings suggest that a work requirement is
not predictive of employment.

TANF enrollees work in low wage jobs and remain poor despite being employed. TANF program
evaluations have found that enrollees who were required to participate in a work program had incomes
comparable to those who were not required to do so.” Often, those who worked had replaced their cash
assistance and food stamp dollars with dollars from earnings, but work had not lifted them out of poverty or
increased their income relative to what they had received from TANF and food stamps.

Many individuals who are not working face significant employment barriers that work
requirements do not address. Barriers to work often limit TANF enrollees’ employment prospects. These
barriers include physical and mental health conditions, addiction, low educational attainment, limited work
experience, criminal histories that impede hiring, domestic violence, and lack of affordable reliable childcare.®
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Given their complex health and psychosocial needs, enrollees often require additional services and supports to
help them address these barriers, such as physical or mental health treatment, education or training, criminal

record expungement, and child care subsidies, so they are able to work.” However, few employment programs
inside and outside of TANF programs provide these additional services, at least in part because they are costly
to provide and resources for work programs are limited.

Even the most successful programs that offer services to address employment barriers
experienced by TANF enrollees leave the majority of participants unemployed. Overall, TANF
enrollees who received services to identify and address medical and educational barriers to work in New York
City’s Personal Roads to Individual Development and Employment program were more likely to become
employed compared to those who did not receive services. However, nearly two-thirds of those who did receive
services to address barriers never obtained employment.'® Philadelphia’s Transitional Work Corporation
model initially produced higher employment rates and earnings among TANF enrollees who received job
search assistance and work supports, such as case management and on-the-job mentors, compared to those
who did not receive services; however, the increase faded over time. Enrollees in another Philadelphia model,
the Success Through Employment Preparation program, received services to identify and address employment
barriers, such as health problems or inadequate skills, but did not experience any increases in employment or
earnings compared to those who did not receive services."

The TANF work requirement has created some unintended consequences such as substantial
administrative burden on state agencies. Administrative challenges result from the need to document,
verify, and track enrollees’ participation in an approved work activity or combination of activities for the
required number of hours each month.'? States may exempt certain enrollees from the work requirement, and
administering these policies also requires time and resources.

The TANF work requirement may adversely affect enrollees who likely are eligible for an
exemption based on a disability but did not obtain one.!3 A report prepared for the U.S. Department
of Health and Human Services noted that studies consistently show that TANF enrollees who are penalized for
failing to meet a work requirement are more likely to have a disability compared to those who are not
penalized.” One study found that 41% of adults who left TANF but were unemployed had poor physical or
mental health.”® Another report observed that individuals with severe but temporary disabilities may not be not
exempt from a work requirement and may lose benefits, despite facing substantial barriers to employment as a
result of their health needs.'® Research also has concluded that children of TANF enrollees who lose benefits for
failure to comply with a work requirement are adversely affected. One study found that children in these

families had higher rates of behavioral health problems.'”

Implications of a Work Requirement for Medicaid

Proponents of Medicaid work requirements describe the policies as targeting “able-bodied” adults. However,
many adults receiving Medicaid often face barriers to employment, similar to those experienced by TANF
enrollees, such as physical or mental health disabilities, addiction, limited education or training, speaking a
first language other than English, lack of access to affordable reliable child care and/or transportation, and
domestic violence. Individuals facing these challenges require specialized supports to find and maintain
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employment, which Medicaid is not currently equipped to provide. The purpose of the Medicaid program,
providing health coverage, also differs from TANF; one of TANF’s express purposes is to “end the dependence
of needy parents on government benefits by promoting job preparation, work, and marriage.”"®

Because many Medicaid enrollees already are working, a work requirement is anticipated to
have a small impact on increasing employment.1® Among Medicaid enrollees, nearly 6 in 10 nonelderly
adults are working, without being required to do so as a condition of coverage.” In its amendment to its
Section 1115 waiver extension application, Indiana proposes adding a work requirement. ?' However, Indiana
estimates that 70% of enrollees would not be subject to the work requirement because about 1/3 of these
enrollees already are working, and the remainder would qualify for an exemption because they are medically
frail, in school, caring for a child, over age 60, pregnant, temporarily disabled, in substance use disorder
treatment, or recently incarcerated.?’ In its Section 1115 waiver application, Maine estimates that about 7% of
its Medicaid enrollees would be subject to its work requirement before taking into account those who would
qualify for exemptions such as being physically or mentally unable to work.? Unlike Indiana, Maine has not
expanded Medicaid under the ACA, so its coverage of adults is much more limited.

A work requirement will not reduce the need for health coverage through Medicaid because
many of the jobs held by Medicaid enrollees do not offer health insurance. This is one reason why
many Medicaid beneficiaries already are working. Most Medicaid adults work in industries with low offer rates
for employer-sponsored insurance, such as agriculture and food service.>* As a result, working does not replace
the need for Medicaid coverage in the way that wages can replace cash assistance dollars in TANF, and many
low income workers depend on Medicaid for health insurance coverage. In TANF, enrollees’ income from work
decreases TANF costs, which is not the case in Medicaid. In addition, access to jobs and employment benefits
such as health insurance varies geographically. For example, nonelderly individuals in rural areas have a lower
rate of private health insurance coverage compared to those in urban and other areas.”® This reflects rural
individuals’ greater employment in jobs that do not offer employer-sponsored health insurance?® and the lower
labor force participation rate in rural areas.

Health coverage through Medicaid is an important precursor to and support for work. Many of
the jobs held by people with low incomes involve walking, standing, lifting and carrying objects, repetitive
motions, and other physical labor. Without health insurance, individuals may forgo needed services, and their
health may deteriorate to a point that interferes with their ability to work. An analysis of Ohio’s Medicaid
expansion found that over half of enrollees who are working (without being required to do so) reported that
having Medicaid made it easier for them to continue working.?” In addition, most Ohio expansion enrollees
who were unemployed but looking for work reported that having Medicaid made it easier for them to seek
employment.?® A study examining Michigan’s Medicaid expansion found that nearly seven in 10 (69%)
enrollees who were working said they performed better at work once they got Medicaid coverage.?® Over half
(55%) of Michigan expansion enrollees who were not working indicated that having Medicaid coverage made
them better able to look for work.>* Having access to regular preventive health care to manage chronic
conditions and address health issues as early as possible before they worsen is important so that individuals are
healthy enough to work. In addition, an unmet need for mental health or addiction treatment results in greater
difficulty with obtaining and maintaining employment,*' and Medicaid is an important source of coverage for
mental health and addiction treatment services, such as opioid addiction.*
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Most Medicaid adults who are not working report a major impediment in their ability to work
or another responsibility that keeps them from working. After excluding those receiving SSI benefits,
35% of nonelderly Medicaid adults who are not working cite an illness or disability that prevents them from
work.* Others are not currently working because they are taking care of home or family (28%), in school (18%),
looking for work (8%), or retired (8%).>* Medicaid work requirement proposals would not address these needs.

Similar to Medicaid’s role in supporting housing, state Medicaid programs can play a role in
supporting work by providing referrals to job search or training programs without directly
funding or requiring work supports. Unlike TANF, Medicaid does not have an existing infrastructure of
work support programs on which to build. While some state Medicaid programs choose to offer supported
employment services to people with disabilities (such as job coaching for people with intellectual or
developmental disabilities who need help to learn how to do a particular task or work independently), these
programs are small. State Medicaid programs are set up as health coverage programs, in most cases overseeing
private health plans that manage and deliver medical and long-term care services — not as work programs that
require the ability to conduct assessments to determine who is able to work, monitor work program
participation, and develop relationships with employment and training providers and employers. In addition,
the supported employment programs that Medicaid agencies provide are focused on offering services to assist
those who are unable to work without the additional support that supported employment programs provide,
rather than penalizing enrollees for failing to work by disenrolling them from coverage. In contrast to
Medicaid’s infrastructure, TANF and its predecessor AFDC both include core initiatives focused on job
training, education, and employment for enrollees receiving cash assistance. Medicaid’s role in supporting
work is similar to its role in supporting housing.’* Medicaid funds cannot be used to directly fund housing, but
Medicaid can provide services that support people with disabilities and those who are homeless with obtaining
and maintaining housing and living independently. Similarly, Medicaid can provide referrals to voluntary
work search and training programs and cover the services needed to keep people healthy and enable them to
work.

While TANF spending on work activities and supports is critiqued by some as too low, it
exceeds estimates of state Medicaid program spending to implement a work requirement. In
2015, states spent an average of $3,223 per work slot per year to provide work activities and supports (such as
transportation and uniforms, but not including child care) for TANF enrollees who were required to work.*®
For comparison, as part of its Medicaid work requirement proposal, Indiana has requested Section 1115 waiver
expenditure authority to use federal Medicaid funds for orientation, assessment, job skills training, job search
assistance, and tracking enrollee progress at an estimated cost of $90 per enrollee per month (or $1,080 per
year).?” Other state waiver requests proposing Medicaid work requirements have not included spending
estimates. For example, Arkansas indicates that it would work with its state department of workforce services
to provide employment services for Medicaid enrollees subject to a work requirement.>® However, state
workforce development programs do not have adequate funding and capacity to serve all of the individuals who
would be subject to a Medicaid work requirement, and the President’s budget proposes cutting funds for the
programs that currently provide job search and training assistance to unemployed and underemployed
individuals. States need waiver authority to spend federal Medicaid funds on work requirements because these
programs are beyond the scope of the medical and long-term care services that Medicaid can cover under
federal law.
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Medicaid work requirements can create additional administrative complexity and costs for
states. States will have to devote their already limited staff and resources to tracking work program
participation or incur the additional cost of contracting out that function. A draft operational protocol
prepared for implementation of Kentucky’s proposed waiver that includes a work requirement illustrates the
complexity involved. The state needs to create systems to share information about work participation and
exemptions between the new “community engagement module,” the state’s Medicaid eligibility and claims
processing systems, health plans, providers, and enrollees.’* Some exemption categories are temporary and
must be re-evaluated and documented on a monthly basis.*® Kentucky recently amended its Medicaid work
requirement proposal, citing administrative complexity as the reason for moving from a graduated work
requirement (beginning at 5 hours/week and increasing to a maximum 20 hours/week) to a flat 20
hours/week.*' In its response to state-level public comments on its waiver amendment proposing a work
requirement, Arkansas indicated that it “has conducted extensive planning on systems changes and other
administrative issues” over the past six months in preparation.*> Arkansas acknowledged that administering a
work requirement requires the state to build a new electronic portal for enrollee reporting, establish a process
to identify a “catastrophic event” and refine its definition of “incapacitated” to exempt enrollees from the work
requirement, and develop educational materials.* The process to verify and document work requirement
compliance and exemptions also could lead eligible Medicaid beneficiaries to lose coverage and experience
interruptions or delays in accessing needed health care.*

Looking Ahead

Having as many Medicaid enrollees in the workforce as possible is a worthy public goal, and in fact, many
adults on Medicaid already are working. The TANF experience demonstrates that many individuals who are
not working face significant employment barriers and a work requirement might result in eligible people losing
coverage. Medicaid can play a key role in ensuring that people who are able to work have the necessary
supports, such as health coverage, to do so. In addition to fundamentally changing the Medicaid program,
conditioning eligibility for health coverage on satisfying a work requirement, and terminating coverage for
those who are unable to comply, is unlikely to result in substantial gains in employment, may contribute to
administrative burdens, and could penalize the people who most need the health coverage that Medicaid
provides.
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