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Expanding Health Insurance Coverage to More North Carolinians

Expanding Health Insurance Coverage to Low-Income Adults

Most of the uninsured have low incomes. Approximately
three fifths (60%) of all of the uninsured in North
Carolina have incomes below 200% of the federal poverty
guidelines (FPG), or $38,700 for a family of four in 2005,
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People lack health insurance coverage for a variety of
reasons—but the primary reason is cost. In a statewide
survey in North Carolina, more than half of the uninsured
(55%) said they could not afford insurance coverage.” Even if
offered employer-sponsored health insurance, many
low-income families cannot afford to enroll. The average
employee premium for family coverage would constitute
more than 10% of the gross income of a family living in
poverty, or approximately 6% of a family living at 200%
FPG.? Health insurance coverage is generally more
expensive for those who lack employer-sponsored insurance
and try to purchase it in the private market.

Some low-income individuals have health insurance coverage
through Medicaid or NC Health Choice. However, because
of the categorical, income, and resource restrictions,
these programs do not cover all low-income uninsured
individuals.* The federal government pays the largest share

(63%) of program costs for Medicaid, thus, the NC Institute of
Medicine Task Force on Covering the Uninsured recommended
that coverage be expanded to cover more low-income
uninsured individuals.

Currently, there are thousands of uninsured North
Carolinians who could qualify for Medicaid or NC Health
Choice but are not enrolled.” National studies show that
many people who are eligible for public programs do not
enroll.5 Many of these individuals do not know about
the programs or the eligibility criteria. Complicated
application processes also deter people from applying.
To address this issue, the Task Force recommended that the
Division of Medical Assistance and the NC General Assembly
continue steps to increase outreach and simplification efforts
to encourage uninsured individuals who are currently eligible
to apply for Medicaid or NC Health Choice.

The Task Force also recommended that North Carolina
expand Medicaid to cover more adults. North Carolina’s
income eligibility rules are comparable to or higher than
many other states for pregnant women, children, older
adults, and people with disabilities. However, North
Carolina’s income eligibility rules for parents, which limit
their income to 37% FPG, are among the lowest in the
country.’
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*  Childless, non-elderly, non-disabled adults cannot qualify for
Medicaid in North Carolina, regardless of how poor they are.

North Carolina Institute of Medicine in collaboration with the NC Department of Health and Human Services, NC Department of

Insurance, and Cecil G. Sheps Center for Health Services Research at the University of North Carolina at Chapel Hill



The Task Force’s top priority for Medicaid expansion was to
cover parents and pregnant women with incomes up to 200%
FPG with a limited benefit package.® For approximately $100
million in state funds, North Carolina could expand Medicaid
to cover 78,000 adults.

B The limited benefit package would be focused on
ambulatory care with incentives to actively participate
in disease and case management. Inpatient services
would be covered up to $10,000.

B These uninsured adults would be required to pay
premiums, on a sliding scale basis, along with other
cost-sharing that would help them become more
prudent purchasers of care.

B The Medicaid expansion would also be combined with a
premium assistance program to help eligible individuals
pay for private insurance premiums, if cost effective to
the state to do so.

B This expansion would not be an entitlement, so the
state can limit enrollment growth.

M The Task Force also recommended that the state cover
the county share of expansion costs to avoid undue
financial burden on county governments.

The $100 million contributed by the state government for
this Medicaid expansion would bring an additional $170.2
million in federal funds into the state. Studies suggest
that for every $1 spent on healthcare, an additional $1.18
of local spending is generated.? Thus, the $270.2 million
in Medicaid spending will yield an additional $318.8 million
of economic benefits (totaling approximately $589 million
in total spending) to the state.
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